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FOREWORD 

The first comprehensive report on the subject of Government aid 
to merchant shipping published by the Bureau of Foreign and 
Domestic Commerce was Special Agents Series No. 119, which 
appeared May 1, 1916. That report, by Commercial Agent Gros
venor M. Jones (now chief of the finance and investment division 
of the bureau), emphasized the ship-construction and navigation sub
sidy systems of various countries which were operative from about 
1880 to 1914. The postal-contract system was considered from about 
1860, with mention of earlier contracts. Certain indirect aids to 
the shipping and shipbuilding industries also were discussed. 

On August 1, 1923 the bureau issued a revised report on the sub
ject, by the same author and under the same title and serial number 
as the 1916 report. The 1923 edition dealt particularly with the 
effects of the World War on shipping, special emphasis being given 
to assumption of control of shipping by governments during the war 
period. 

The present study is a restatement of the subject, with important 
additions. These latter include an analysis of subsidy programs of 
the principal maritime nations of the world as established for pe-. 
riods of 10 to 25 years by laws enacted between 1923 and 1930; a 
detailed account of subsidies from the beginning of steam naviga
tion, and of government ownership and operation of steam shipping 
during a 30-year experimental 'period from about 1830 to 1860; a 
statement of economic and politIcal forces which influenced national 
protection of the shipping and shipbuilding industries of maritime 
countries; and, finally, a review of coasting-trade restrictions as of 
"1930, and a statement of maritime-credit provisions recently adopted. 

This third report is issued in response to an increasing demand for 
official information on the subject created by postwar shipping 
legislation in the United States, particularly the public interest 
aroused by the merchant marine act of 1928. It has been prepared 
in the transportation division by Jesse E. Saugstad, special agent, 
under the supervision of A. Lane Cricher, chief of that divi!)ion. 

SEPTEMBER, 1931. 
XXIII 

FREDERICK M. FElKER, Direotor, 
Bureau of Foreign. and. Domestic Oorn;meree. 



SHIPPING AND SHIPBUILDING SUBSIDIES 

GENERAL STATEMENT 

OCEAN SHIPPING IN WORLD ECONOMICS 

International shipping is rooted in the necessity for large-scale 
exchange of basic commodities between the peoples of the earth. 
Passenger travel may be curtailed without serious national con
sequence; interference with the movement of overseas mails may 
now be mitigated by cable and radio communication and by air 
transport; stoppage of the transborder movement of finished prod
ucts would react unfavorably on both the exporting and the im
porting country; but stoppage of the world flow of basic com
modities would have a paralyzing effect on the progress of nations. 

Without cargo carriers on the world trade routes the Asiatic 
would not burn American kerosene in his lamp, nor distant markets 
consume American wheat; the European could not so cheaply culti
vate intensively an unproductive soil; the American could not so 
cheaply produce a large volume of high-grade steel; the Briton 
would lack his supply of fresh New Zealand mutton and Argentine 
beef. It is the carrier of basic commodities in large quantities 
and at low rates which renders possible the concentration of ma
terials, machines, and men at strategic points where this combina
tion may most efficiently produce an industrial product; it is the 
refrigerator ship which makes the food products of one area the 
daily diet of the world. 

LIMITATIONS IMPOSED BY NATIONALITY 

Nationality determines the political and economic conditions under' 
which a ship operates. The owner of a United States vessel, for 
example, buys his repairs, part of his labor, part of his supplies, 
and frequently the ship itself in a nationally protected domestic 
market. His stock-in-trade'is ship's space i this he sells in an unpro
tected, competitive world market. He loOKs to the national interest 
which may be bound up in his business to neutralize any resultant 
handicap. National interest raises political and naval problems 
entirely aside from any economic advantages that may accrue to 
a nation through a national commercial fleet. In the United States 
such probleIDS become the concern of the Government under the 
common defense, general welfare, and regulation of commerce 
clauses of the ConstItution. In a siInilar manner other governments 
become directly interested in the principal activity of the sea&
the carrying trade. 

The international character of the shipping industry requires 
national legislative definition of status and regulation by each na-

1 
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tion, governing the ships that are subject to that nation's sover
eignty. By commercial treaties and by paraUel legislation nations 
equalize many shipping conditions of an operative nature, but in 
the final analysis the owner of a ship finds himself restricted in 
certain directIOns by national and economic law. He may have 
positive national advantages over the ships of many nations, but he 
will invariably find ships of other nationalities whIch enjoy certain 
advantages that are not his. Thus he faces a choice of operating 
his ships under the. flag of the foreign nation which offers him the 
best advantage in the trade wherein he is engaged, or of operating 
his ships under the flag of his own country in consideration of 
certain benefits that may thereby accrue. 

DEVELOPMENT OF THE COMMON CARRIER 

The spirit of intense nationalism that has prevailed in the relation
ship existing between many governments and their national shipping 
since the World War has greatly stimulated the principle of granting 
government credit or loaning public funds in aid of the shipping 
nnd shipbuilding industries. 

This development is coincident with the refinement of overseas 
shipping services and the consequent increasing importance of liner 
!;ervices as compared with the pre-war preponderance of tramp 
operations. The ascendancy of the liner over the tramp has raised 
the competitive factors of more, larger, faster, and costlier ships, con
centration of services, and consequently greater capital requirements. 

EFJrECT OF THE METAL SHIP 

The earlier efforts of national governments in the establishment of 
national merchant marines centered about the development of the 
steam-driven metal ship. The factors requiring consideration were 
those of lack of native ores from which to build metal ships, lack of 
coal necessary for metal production, and the general lack of· experi
ence and capital on the part of the shipping industry in its earlier 
attempts to engag-e in liner services. 

A century ago shipping was still largely a matter of personal, fam
ily, or community venture, involving a relatively small investment in 
vessels and carryin~ a relatively high type of cargo suitable for trad
ing or barter. ShIPS were maritime peddlers that traded their way 
over the world and returned to home ports after long and indefinite 
absences. Ships were floating salesrooms as well as delivery vehicles 
for owners who owned both the cargo and the ships and frequently 
traveled with them. 

Greater community interest in shipping, with the gradual rise of 
the vessel as a common carrier whose owners depended solely on the 
vessel's earnings for income on their investment, was a more recent 
development that broadened gradually into a blanket of tramp ton
nage and a skeleton of liner services spread over the face of the globe 
in search of cargo. 

OAa.nge8 in the freightimg trade 

With the development of industrial practice came the necessity for 
large-scale raw-material transportation. Factories the world over 
became dependent upon the free flow of materials, usually of low 
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grade and large bulk and unable to sustain high freight charges. The 
metal ship was at the same time a product of the industrial age 
and a contributor to industrial development inasmuch as it made pos
sible great carrying capacity per unit of power. 

During sailing-ship days cargoes were scattered in many ports. 
Shipping was a way-freight business so long as it was carried on by 
small, light-draft sailing vessels and so long as there were no ade
quate land transportation systems for long hauls of cargo to seaports. 
With the development of the metal ship and its greater size and 
carrying capacity and with the development of the railways and 
their long-distance hauls, came the natural concentration of cargoes 
in larger ports in great terminals equipped to serve huge vessels of 
deep draft. The character of the trade became that of concentration 
of capital, cargo, and ships in enormous volume. 

During this process governments looked mainly to port equipment, 
to schemes for aiding and equalizing construction costs incident to 
the development of steel-ship building, and to absorption of costs 
naturally mvolved in the gradual establishment of liner services 
essential to fast mail communication. While the aid thus given was 
more of a technical than of an economic nature, governments never
theless aided the establishment of the modern liner. 

LIND BEBVIODI AND THEIB CAPITAL REQUIREMENTS 

The rapidity of the development of liner services during recent 
years has been disproportionate to the private capital available, re
sulting in a large measure of dependence upon government credit or 
government loans. France, Italy, Sweden, Japan, Spain, the United 
:;tates, and other countries have officially adopted maritime-credit 
scheml's. 

Liner services may be considered both a cause and an effect in 
stabilizing market conditions. Vast terminal storage facilities, ele
vators, cooperative marketing practices, and fast-working terminal 
equipment are placing the producer in a better position to develop 
regular markets. Tramp sliipping is losing importance as the world 
beComes less influenced by seasonal fluctuations. The result is stabili
zation and a tendency to employ vessels operating on regular 
schedules. 

The German system prior to the. war was that of liner services as 
extensions of the land and inland-waterway systems to form a con
tinuous line of movement for industrial products from the interior 
to foreign markets. The two largest shipping organizations in the 
world, the Hamburg-American Line and the North German Lloyd, 
were part and parcel of the German cartel system of controlled pro
duction and distribution in addition to being members of the usual 
shipping conferences and the North Atlantic shipping pooP 

The development of liner services with definite schedules and 
known tariffs is significant. Service, which has become the watch
word of industry, is insisted upon equally in ocean transportation. 

SPEED AS A COMPETITIVE FACTOR 

No factor in the performance of sea services raises more serious 
question in the mind of the experienced ship operator than that of 

I Wledenfeld, Dr. Knrt: Cartels and Combines, p. 11. League of Nstions, 1927. 
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essential speed. He must equal the service provided by competitors 
and at the same time earn profits for his company. His problem is 
meeting these conditions with vessels of the proper economical speed. 

The requirements of speed, size, and type of vessel for a given trade 
route are determined principally by the character and volume of the 
ex.istiJ?g and prospective t~affic, by port facilities, and by. current 
SCIentific knowledge of desIgn of hull and type. of propulsIOn. In 
laying down new ships for a specified trade, the owner draws upon 
his past experience of that trade and competitive conditions to 
gauge present and probable future demand for service. 

The factors of size and type may be eliminated only in the case 
of ships that are designed for a special service, for example, fast 
coastwise or short-run mail and passenger ships or fast carriers of 
perishable cargo. 

In the overseas passenger trades, if the North Atlantic (where 
somewhat special conditions obtain) be excepted, the advantage of 
fast ships is open to question, except in so far as increased speed may 
be secured through efficient operation of the ship. High-speed ships, 
with their disproportionally high costs, are obliged to distribute 
these costs to passengers and to. freight. In the longer trades, quick 
4 or 5 day passages can not be made, and the disadvantage of a day 
or two on the voyage will not materially affect the traffic. Par
ticularly is this the case in the longer trades in which moves a heavy 
flow of immigrants to whom the problem of time is of less importance 
than the cost of their passage. In so far as the speed of the ship may 
be accelerated without greatly increased cost, or where such an in
creased cost may be absorbed by higher freight rates or passenger 
fares in response to demand, faster sp,eed for passenger ships is 
desirable from a commercial standpoint. If requirements of speed 
are to be extended beyond this point,. the owner must look to some 
other source of income to absorb the difference in his costs. 

1!lFFEOT OF SPEED UPON SIZE 

Increasing speed means progressive increase in size and costs, if 
the ship is to be economically operated. Historically the develop
ment of sea speed resulted in the gradual filling of tlie hull with ma
chinery until ships in the North.Atlantic services had barely 5 per 
cent of their displacement available for commercial purposes. 
Striving after speed meant higher power, larger engines, more boil
ers; more boilers meant more weight, more bunker space and coal. 
The increased weight required more power and this, in turn, larger 
dimensions, producing a vicious circle in which traveled the naval 
archjtect and the marine engineer seeking how and where best to 
compromise one factor with the other. On their skill depended (and 
still depends) the effectiveness of the ship in meeting the general 
objectives of regularity, high speed, safety, and earning power. 

In the process of attaining speed yet retaining eaniing power, 
ponderous reciprocating engines gave way to large direct turbines; 
large low-speed direct turbines gave way to small high-speed turbines 
driving through gears; smaller turbines are competing with internal 
combustion engines and electric drive; Scotch boilers and coal fuel 
are giving way to smaller and faster water-tube boilers and oil fuel; 
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and. oil-fuel weight was reduced again by the internal combustion 
engme. 

One authority, in treating the problem of faster cargo-and-pas
senger steamers for trans-Atlantic service, thus summarizes the 
results of calculations based on twin-screw steamers to carry 3,740 
tons of cargo on 27-foot load draft, length and breadth bemg in
creased and block coefficient reduced as speed is increased: 

TABLE 1.-RELATION OF SPEED TO SIZE OF VF-8SELS 

[Twin-screw steamers to carry 3,740 tons of cargo on 27-foot load draft) 

Item Ship NO_1 Ship No. 2 Ship NO_3 Ship No. 4 

Mean speed on servioo __________________________ knots __ 
Length __________________________________________ feet __ 
Bread th ________________________________________ .do ___ _ 

18 19 20 21 
560 605 650 695 
66 70_5 75 79_ 5 Depth ___________________________________________ do ___ _ 56 56 li6 56 

L H_ P_ on service ____________________________________ _ 16,600 21,250 I 26,750 33,000 

Weight: Hull _________________________________________ tons __ 
Machinery ___________________________________ do ___ _ 
Ooal consumed ______________________________ do ___ _ 
Ooal margin (20 per oontl ____________________ do ___ _ 
Reserve feed water ___________________________ do ___ _ 

9,100 10,600 12,130 13,690 
3,150 3,740 4, 480 li,250 
1,800 2,200 2,640 3,100 

360 440 530 620 
200 240 290 340 Fixed stores.. _________________________________ do ___ _ 500 580 660 740 Oonsumable stores __________________________ .do ___ _ 400 440 480 520 Oargo _______________________________________ .do ___ _ 3,740 3,740 3,740 3,740 

Load displacement _________________________ do ___ _ 
Less quarter of consumables ____________________ .do ___ _ 19,250 21,980 I 24,950 28,000 

600 720 855 990 

Mean displacement on servioo _____________ do ___ _ 
Block coefllcient ___________________________________ .:t. __ 

18, 650 21,260 I 24, 095 27,010 
0_680 0_674 0.668 0.662 

Source: "The Oost of Speed," by Percy A. Hillhouse, in Brassey's Naval and Shipping Annual for 
1921-22. 

Relatimt to cargo capacity 

In this example the cargo-carrying capacity and freight-earning 
ability are kept constant. If the speed of the 18-knot ship· (No.1) 
js increased to 21 knots with no change in dimensions of the hull, the 
cargo capacity will be reduced to 2,800 tons at 19 knots, 1,625 tons 
at 20 knots, and to no cargo space at 21 knots, although the power 
required will be the same as that of ship No.4. If the block co
efficient of the 18-knot ship is reduced and the ship driven at 21 knots 
by 25,750 horsepower, the cargo capacity will be reduced to 2,650 
tons at 19 knots, 1,480 tons at 20 knots, and 320 tons at 21 knots, 
with an increase of one-third in fuel cost and reduced commercial 
possibilities, unless fortified by higher passenger rates and freight 
rates or subsidies.2 

The" consumables " item assumes that water ballast on the voyage 
is added equal to one-half of the weight consumed in order to main
tain stability and trim so that at mid-voyage the mean displacement is 
equal to the starting weight less one-quarter of the weight of fuel 
stores and fresh water consumed to that point. . 

• Imperial shipping committee report on the economic size and speed of vessels trad
Ing between the United Kingdom and Australia and on the subsidies necessary to main
tain speed in excess of the economic speed. 1923. 
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EFFECT OF SPEED UPON FIRST COSTS 

The Imperial Shipping Committee summarizes its findings on first 
costs of combination cargo-and-passenger vessels in the longer trades 
designed to use the Suez Canal as follows: 

TABLE 2.-RELATION OF SPEED TO FIRST COSTS OF VESSELS 

Ship Dimensions, teet 
A I Dead-

Gross v.rage Ratio ot Ratio .ot weight 
tonnage rfne:~' first cost oP:;t~ng ton ca

pacity 

---1-------------1---------------
A ________ 580 by 66 by 49 __________________________ _ 
B ________ 600 by 72 by 50 __________________________ _ 

k::::::: r~ g~ ~~: g g~ ~._cL~::~~::::::::::::::::: 
1 Not stated 

15,500 
18, 500 
21,500 
30,704 

16 
18 
20 
25 

100 
125 
150 
250 

100 
130 
180 
290 

3,500 
<I> 

Nil. 
Nil. 

On this basis, increasing the speed from 16 knots to 18 will increase 
the first costs by 25 per cent and the operating cost by 30 per cent. 
An increase from 16 knots to 20 will result in a 60 per cent increase 
in first cost and an 80 per cent increase in operating cost, with a 
decrease in cargo capacity from 3,500 tons to no cargo capacity if 
equipped for a full complement of passengers and with bunkers 
complete. 

Increase on. low-grade cargo carrier 

The foregoing calculations relate to the high-grade cargo-and
passenger liner. To increase the speed of a 6,000-ton cargo ship from 
10 to 11 knots will require the following alterations: Finer block 
coefficient; 39 per cent increase in indicated horsepower, with a 
consequent increase in machinery weight of 100 tons; increase in 
dimensions to 01l'set these conditions and to maintain carrying capac
ity; and a 60-ton increase in weight due to increase in dimensions. 

The result will be to increase the cost of the ship by 16 shillin~ 
($3.89) per dead-weight ton in British yards--4 shillings ($0.97) 
bein~ added to the cost per dead-weight ton of the hull and 12 
shillIngs ($2.92) per ton for the increased power. It is estimated 
that on this tipe of hull a reduction in block coefficient of 0.02 will 
cause a loss 0 200 tons in dead weight and thereby increase the cost 
by about 6 shillings ($1.46) per ton. 

Depth, the cheapest dimension of a ship, increases its cost in 
inverse ratio to the draft-the less draft the more costly' the hull. 
In the type of ship here referred to, 1 foot less draft WIll increase 
the cost 3 to 4 shillings ($0.73 to $0.97) per dead-weight ton.S 

NEED FOR FINANCIAL ASSISTANCE 

Many factors contribute to the inability of the shipping industry 
to finance its own development. 'World economic conditions for more 
than a decade have been completely upset. Shipping during the war 
period was demoralized and disrupted, su1l'ered huge material loss in 
tonnage, and was operated largely under centralized Government 

I Fairplay, July 4, 1929, p. 88. 
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control. Upon attempting to reestablish normal trade relations, the 
industry faced at the same time lack of modern tonnage and in
creased demand for fast service. 

In addition to the economic upheaval, which ·was felt first by the 
shipping industry, there is the changed face of the world-new 
pohtical divisions, new Governments, and new official regulations 
affecting shipping. The result is that war-time destruction, a con
struction holiday, new political world set-up, and the attention 
received by the shipping industry as a factor in the war have com
bined to bring it before Government consideration generally. 

Shipping is an international business. An international business 
can not be made a monopoly through governmental edict; for gov
ernments can establish absolute control over such an industry only so 
far as their own nationals are concerned. To offset capital handicaps 
governments may lend public cash or credit to the shipping or 
shipbuilding industries at reduced rates of interest. Some govern
ments resorted to this practice with the inception of the postal
contract system, to provide capital for equipping specific lines. Only 
during tile present century has the general principle of revolving 
loan funds and the lending of government credit with vessel tonnage 
as security generally been adopted. The various phases of this 
development are discussed in this study. 

SCOPE AND PLAN OF PRESENT STUDY 

SOURCES OF INFORlIIATION 

This study is designed as a source book of information on shipping 
and shipbuilding subsidies by governments of maritime nations. 

The material contained in it is based upon official documents and 
unquestionable technical authority, generally cited in each instance 
as used. Material on recent developments in other countries has been 
taken directly from budgets, parliamentary records, and ministerial 
and departmental reports of the governments concerned and from 
teports submitted by United States Foreign Service officers abroad. 

SCOPE OF THE REPORT 

The period covered is 100 years-froni the beginning of govern
ment .interest in steam shipping about 1827-1830 to 1931. 

Much interest has been created by the entry since the beginning 
of the World War of various governments into the field of ownership 
and operation of commercial ships. While thislractice was caused 
by considerations wholly different from those 0 a century ago; the 
results have been similar enough to afford an interesting historic 
parallel. The operation of steam vessels in the mail serVIce by the 
British Admiralty, by the postal service of Norway, and by the 
French Government from about 1830 to 1860 and the transfer of 
these operations to private capital contain material of sufficient 
interest to warrant inclusion in the present study. 

BI!lOENT CHANGES 

The present inquiry is further extended by the inclusion of princi
pal changes in the ship-subsidy programs of governments during the 
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past decade. The great changes wrought in shipping by the World 
War brought to an end many laws, agreements, and principles by 
which governments aided their shipping and shipbuilding industries. 

The reestablishment of such principles and the addition of new 
ones, the reenactment of laws, and the renewal of operating contracts 
for periods up to 1945 are largely accomplishments of the 5-year 
period 1925-1929. The Spanish pro ram rests on the law of 1925, 
the Italian program on the laws 0 1926, and the United States 
commenced extensive contract operations under the law of 1928. 
Other nations have taken recent action in behalf of their shipping 
and shipbuilding industries. Present basic laws in several countries 
indicate subsidy programs which will remain in force until the 
decade 1940-1950. 

While changes in details will likely take place from time to time 
during the period of effectiveness of the laws now in force, and while 
additional aid will likely be granted in special instances in some 
countries, it is expected that the present system of shipping pro
tectionism will remain basically the same for the next 10 to 15 years, 
according to recently projected programs. 

OMIBBIONS 

Two factors of historic and current importance in shipping pro
tectionism are not included in this study; these are discriminating 
duties and the effect of labor conditions on the cost differentials in 
the construction and oJ?eration of vessels in various countries. Any 
scientific discussion of mternational labor conditions and their effect 
upon the shipping and shipbuilding industries is properly the re
sponsibility of another executive department of the United States 
Government. Some casual discussion of labor conditions is included, 
however, by way of illustration. Labor conditions have a very real 
bearing upon basic cost differentials, but it is no purpose of this 
study to draw comparisons between labor conditions as they exist in 
various countries. 

Discriminating duties are historically a policy which for the pur~ 
pose of modern commerce reached its end in 1850. The three de
cades from 1815 to 1845 were the transition period in England, but 
inasmuch as this study begins near the close of that period no dis
cussion of the subject is included. 

Discriminating policies became effective in the Mediterranean in 
1227 and in England in 1381;' they reached their height in Great 
Britain in the acts of 1651 and 1660. Leading economic authority 
considers the policy the product of an age which assumed that any
thing could be wrought by king's decree, and that the raising of 
obstacles and the destruction of a competitor's trade were the best 
means of extending one's own.' The training of British seamen at 
a time when every commercial vessel was a potential war vessel was 
an important, if not the most important, factor in the British policy. 

Discriminatin rr duties constitute a powerful maritime weapon 
and this form of official stimulation of the employment of national 
tonnage is still found in some shipping and tariff laws. 

• Pnlgrave: Dictionary of Political Economy, Vol. III, p. Sc. 
I Idem, Vol. II, p. 361. 
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GEOGRAPmC ARRANGEMENT 

Extensive treatment is limited in this study to the principal mari
time countries, but many others also are included. The United 
States is the first discussed; then follow the major foreign maritime 
nations-France, Germany, Great Britain, Italy, Japan, Nether
lands, and Norway, each with at least 3,000,000 gross tons of com
mercial shipping; then come countries which Lloyd's Register of 
Shipping credits with less than 3,000,000 gross tons. Lloyd's fig
ures as of July 1, 1931, and certain preceding years appear in 
Table 3. 

TABLE 3.:......THE WORLD'S CoKKEBClAL FLEJ:l'l 

1913 1920 

Gronton. GT ... tom Total world fleet ' _________________________ 46.970.113 57.314,065 

Principal maritime oountries: • 
Great Britain and Ireland _____________ 18.696.237 18, 330,424 Uniled StaleS _________________________ 

5.381.147 15.997.303 J8p&.D _________________________________ 
1.500,014 2.995.878 Germany ______________________________ 
5.00.051 872.871 Norway _______________________________ 2,457.690 2, 219. 388 Fran ... ________________________________ 
2.201.164 3.245.194 Italy __________________________________ 
1.521,942 2, 242, 393 

Netherlands ___________________________ 1.309.649 1,793, 39fi 
Total ________________________________ 

38.150, 304 47.400.647 

Secondary maritime countries: a 
Australia and New Zealand ___________ (t) 649.240 Belgium _______________________________ 

304.316 415,112 B .... il _________________________________ 
329.637 497;860 Canada ________________________________ (.) 170.500 Chile __________________________________ 
139.792 103.788 Deomark ______________________________ 762, 054 803, 411 Greece _________________________________ 
722, 782 530.261 PortugaL _____________________________ 120,579 275,665 Russia _________________________________ 
974.178 534. 547 Spain __________________________________ 
840, 995 997.030 S,.eden ________________________________ 

1, M7, 270 1.072, 925 
Total ________________________________ 

5,241.603 8.0s0, 339 

Other countries: I Argentina. ___ . ________________________ 214,835 150,023 
British India and Ceylon ______________ (I) 186.323 Cuba __________________________________ 

61.536 53,439 Estonia. _______________________________ ------------ (.) Finland _______________________________ ------_.---- 100.689 .... 'via ______________________ · ___________ ---.-------- (.) 
~leJ.ico ________________________________ 40,049 (I) PaoalD8 _______________________________ (.) (.) Poland ________________________________ ------------ (.) RUJIl8Ilia ______________________________ 

45.408 74. 549 Turkey ________________________________ 157,298 ('! Yugoslavia ____________________________ 
------------ (. All other ______________________________ 
3,O59,~O 3, 136. 056 

\ Includes only oommercial vessels of 100 gross tons 8Dd upwards • 
• COUDtries possessing Deets of 3.000.000 gross tons or more. 
I CODDtries possessing Deets of less than 3,000,000 gross tona. 
I Separate Dgwes not available; inoluded in "All other countries." 

Sooroe: Lloyd's Register of Shipping. 

July 1-

1925 1930 

GrOl.tom Oro., t01t8 
64,641.418 69.607.644 

19.440, 711 20,438, 444 
15.313.552 13.946.646 
3.919.807 4.316.804 
3.073,713 4, 229. 235 
2, 680, 642 3.668.269 
3.511.984 3,530.879 
3.008,001 3,331.226 
2, fiOO, 831 3.086.315 

53.569,901 56.548,038 

838,958 684,899 
542,583 583,937 
465.643 558,777 

1.203,051 1.331,801 
185.758 193,131 

1.059;646 1.0@8,005 
897.878 1.390,899 
299,921 285.265 
322, 257 532,096 

1.184, 721 1. Zli. 737 
1.301.126 1.823, 938 

8.299.752 9.453,586 

222,759 323,025 
197.153 195,378 
61,502 (.) 
46,'ZI7 72,089 

210,829 313.143 
52, 712 195,527 
OO,1!I>3 48,675 
97,Sfifi 75.497 
(.) 52,688 
67,851 68,650 

132,244 177.199 
167.543 302, 481 

1.448,466 1.281,668 

1931 

G,."tom 
70, 131.040 

20,302, 905 
13.543.947 
4, 276. 341 
4, 254,601 
4,065.505 
3,568,227 
3.335.673 
3.118.170 

58,463.370 

681.200 
647.470 
498.789 

1,437,372 
184,298 

1.145.257 
1.397.782 

276.357 
603,838 

l,2Z1,3iO 
1, 764,669 

9.764,409 

327,980 
203,705 
42, 721 
93,397 

312,097 
205, 586 

41,820 
131,400 
00.156 
65.921 

179.287 
361.606 

1.930,485 

Use of many sources of information has resulted in some degree 
of inexactness in the statistics givl'1l under the different countries in 
the body of this report, but t~ese discrepancies are in no case l.arge 
enough to nullify any deductIOns drawn from the figures as gIven. 

85083--32---3 
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TERMINOLOGY 

No fine distinction in meaning is intended by the employment of 
synonymous terms in this study of shipping and shipbuilding pro
tectionism. The one English term which historically, officially, and 
accurately covers the subject is "subsidy." "Subvention,"" sub
vencion," and" sovvenzione" are respectively the French, Spanish, 
and Italian equivalents for the English word "subsidy." 

SUBSIDIES 

The term "subsidy" is a recognized part of the British fiscal 
system and as such represents an historic principle. Thus, so far 
as shipping services are concerned, sessional papers of the British 
Parliament, committee reports, treasury minutes, and reports of the 
British Postmaster General, as well as ocean mail contracts them
selves, refer to the fixed annual payment for ocean mail services 
under contract as "subsidy." Noncontract services on a weight basis 
are not so described. In this sense the term is a convenient method 
of designating a fixed payment for certain services to the Govern
ment. Australia and Canada describe ocean mail services under the 
general term of "mail subsidies" in their official yearbooks. The 
term is extended far beyond the scope of shipping in the British 
Empire. 

Since about 1860 the French budgets have covered the appropria
tions for ocean mail service and colonial services under the French 
equivalent of subsidy, namely, "subvention." 

The Italian system covers all its required sea services under the 
Italian equivalent term for subsidy, namely, "sovvenzione." 

In Funk & Wagnalls Standard Dictionary, 1930 edition, "sub
sidy" is defined: 

Pecuniary aid directly granted by government to an individual or commercial 
enterprise deemed productive of public benefit. * * * 
And in Webster's New International Dictionary, 1927 edition, as: 

A grant of funds or property from a government, as of the State or it 
municipal corporation, to a private person or company to assist in the estab
lishment or support of an enterprise deemed advantageous to the public; in 
practice subsidies are chiefly granted in aid of transportation enterprises, 
as to ship, canal, or railroad companies, bounties on sugar being next in 
importance. A subsidy may be a simple gift or may consist in the payment 
of an amount in excess of the usual charges for any service, as in carrying 
the mails, or the funds to aid in establishing or maintaining a service or equip
ment larger or more powerful than the state of trade would warrant, as the 
building and keeping in service of vessels designed for use as cruisers and 
auxiliaries in war. 

BOUNTIES 

"Bounty" has been generally employed in the text in designating 
construction and navigation subsidIes in order to distinguish these 
more specific forms of protectionism from the broader principle of 
service contracts. In connection with ship construction the term 
"construction bounties" is used to designate ship-construction sub
sidies in the form of payments by the State to an owner or builder 
for buildin~ a vessel. In the case of" navigation bounties" the term 
is employed to designate the principle of payment of public funds 
to ships for sailing the seas while l·endering no particular service to 
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the government concerned. There is no good reason for the use of 
the word" bounty" except convenience. If the term " bounty" has 
any different meaning from the word "subsidy," it may be in an 
implication of generosity conveyed by the payment of public funds 
no part of which goes for the payment for services rendered. to the 
State. The implication of generosity, however, should be closely 
scrutinized, since frequently such payments are in fact refunds of 
taxes or duties previously collected from the grantee by the State. 

The word "bounty" in a general. sense conveys the idea of pro
moting in some way the general public interest. In the United 
States bounties would find their justification in the general-welfare 
clause of the Constitution. Payment of bounties is an old method 
by which governments have induced men to build ships and go to sea. 
England in the time of Queen Elizabeth paid bounties generally to 
home-built ships and for many years to the fisheries. Colbert, under 
Louis XIV, established a system of -French shipping bounties 
(primes) and the enrollment of the maritime population (inscription 
maritime), and France still gives bounties to the fishing industry. 
The United States, from its beginning as a Nation to the end of the 
Civil War, gave bounties to vessels and men engaged in the herring, 
cod, and mackerel fisheries as a nursery for the Navy. By 1880, 
however, the bounty system everywhere had either lapsed or become 
of little moment in comparison with subsidies to passenger ships. 

OONTBAC7r SEBVICElS 

The term" contract services" has been generally used in connection 
with postal services, colonial services, or services required in the 
national interest. In some instances the word '! compensation" 
could more accurately be employed as a measure of service in regions 
inaccessibl'e to other forms of transportation or where competition is 
sufficiently strong to insure that public tenders will represent the cost 
of the service. Ocean contract services of all descriptions, however, 
require scheduled sailings, and the requirement of regularity is not 
Always measurable in terms of money. It is customary, therefore, 
under nearly all circumstances to include in a contract a sum in excess 
of the actual cost of the service in consideration of the fundamental 
requirements of mail service-dependability and regularity. 

The term "contract service" when used in this text may cover 
any of several forms of agreement entered into between a person or 
corporation and a national government for sea services for the pur
pose of carrying the public mails, transporting government personnel 
and troops, maintaining regular communication with colonies, and 
other services. "Ocean mail contract" and "postal contract" are 
employed without differentiation of meaning. 

No distinction has been drawn between the payment of public funds 
and the granting of concessions which are beneficial.to the shipping 
a,nd shipbuilding industries; in other words, no direct or indirect 
classification is used. The subject of shipping and shipbuilding 
subsidies has suffered from too great an attempt to obscure ~ts real 
meanin'" by euphemisms and from an attempt at too metIculous 
classific~tion and too great precision of language. The result has 
been popular misunderstanding and the suspicion born thereof. 
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COASTING TRADE 

In the sense of shipping protectionism the terms" coastal trade," 
"coasting trade," ". coastwise trade," "intercoastal trade," and 
" cabotage" are all somewhat synonymous variations in terminology 
of the principle that a country may restrict h·ade between or within 
ports of its own sovereignty to vessels of its own nationality. The 
principle applies to ports of one geographic entity or may! be 
extended to include ports of a number of geographic entities sepa
rated by stretches of open sea but under a single sovereignty. The 
latter application of the principle may also be termed "colonial 
trade." 

TONNAGE 

The unit of measurement of vessel tonnage as expressed in the text 
of this report is generally the gross ton, although in some instances 
net tonnage and dead-weIght tonnage figures appear. 

Gross tonnage.-Gross tonnage is the capacity of the spaces within 
the hull of a vessel and of the closed-in spaces above deck available 
for cargo, stores, passengers, or crew, with certain exceptions, ex
pressed in tons of 100 cubic feet. This term is an indication of size 
and is used primarily to designate passenger or combination pas
senger-and-cargo vessels. Gross tonna~e has no fixed or exact rela
tionship to a vessel's commercial possibilities or earning capacity. 

. Net tonnage.-Net or register tonnage is what remains after de
ducting from the gross tonnage the spaces occupied by the propelling 
machinery and fuel, crew's quarters, master's cabin, and navigation 
spaces. It is the usual basis for tonnage dues and port charges; in 
other words, in taxing a vessel such taxes are based upon the revenue
earninO' spaces. 

De;;}-'IlYeigllt tonlloge.-Cargo vessels carry both gross ton and net 
or register ton classification; but since the business of a cargo vessel is 
to move goods in volume the unit of measurement commercially em
ployed for car~o vessels is the dead-weight ton. Dead-weight ton
nage is the liftmg capacity of the ship. It is the number of tons o.f 
2,240 pounds of fuel, water, stores, cargo, and passengers that a vessel 
is designed to carry with safety. It is the basis for quotation as to 
cost of construction, sale, and charter and as such is the measure of 
potential revenue capacity of vessels. 

TRADES AND TRADE ROl'TES 

The terms "trades" and "tradt' routes" are llsed somewhat 
synonymously in discussions of sea services. In mediaeval English 
the word" trade" meant a path, connectt'd with the word" trt'ad." 
Its application to sea services was apparently introduced into England 
in the 14th century from the Hanst'atic use of the term in nautical 
language for ",the course or track of a ship." Thus" trade" was 
used in a transport sense before it began to connote commerce or to 
designate a number of entities of a certain business 01· craft. Routes 
followed by sailing ships became known from their geographic tt'r
mini, as the" China trade,"" India trade," and so on. In the modern 
sense the specialized commodity services of ships are designated in 
terms which may have commercial or commodity meanings as well 



QENERAL STATEMENT 13 

as geographic meaning; thus the term" banana trade" refers to 
services, principally between the shores of the United States and 
Caribbean regions, by vessels especially designed to carry bananas, 
" nitrate trade" or " nitrate range" to services between the west coast 
of South America and other regions by vessels engaged in carrying 
nitrates. The principal trade route between North America and 
Europe is referred to as the "North Atlantic trade." The essence of 
meaning in these terms lies more nearly in the transport factor than 
in commercial exchange as such. 



THE UNITED STATES 

ECONOMIC DEVELOPMENT AND SHIPPING 

The real significance of a merchant marine under the flag of the 
United States is not limited to anyone factor-the supply of neces
sary tonnage, low freight rates, delivery of national products, and 
like needs-nor does the national-defen~e factor alone make impera
tive a powerful commercial fleet. It is a problem that involves both 
the actual place now occupied by the United States in . world trade 
and consideration for the .future; through force of circumstances 
quite apart from directed effort the nation may be called u1?on to 
assume an even more important role in international economICS. 

The present position of the shipping and shipbuilding industries 
of the United States is to a great degree the result, not of orderly 
economic progress, but of an international military emergency that 
provided the essential excess demand for vessel tonnage on the one 
hand and upset the established trade balance of the world on the 
other. How far these conditions may have accelerated the activity 
0;£ the United States toward permanent commercial ships in the 
foreign trade can not accurately be measured. 

NATURAL CONDITIONS AFFECTING WATER TRAFFIC 

COAST LINE 

No nation has so extensive a mainland coast line in so high a 
state of development as has the United States, nor so many ports 
of great natural advantages and of such strategic distribution for 
the accommodation of water-borne commerce. 

"The general coast line on the Atlantic is 1,888 miles long, the Gulf 
coast 1,629, and the Pacific coast 1,366, a total of 4,883 statute miles. 
(The actual length of tidal shore line, including offshore islands, 
is four times as great.1

) Adding an approximately equal distance 
as a water connection between Texas or Florida and California will 
give 10,000 statute miles, or between 8,000 and 9,000 nautical miles, 
as the net extent of water routes required to serve the continental 
coast line of the United States. Connecting sea routes with non
contiguous territory of 7,000 nautical miles to the Pacific Islands 
and the Philippines, more than 3,000 miles of open coast line to and 
including Alaska, and 1,500 miles to the Caribbean' Islands result 
in a total of 21,000 to 23,000 miles of sea routes required to connect 
the continental coastal regions with each other and with the non
contiguous territories of the nation if the Philippine Islands be 
included. 

Further, the boundary between the United States and Canada 
(not including Alaska) has. a length of 3,980 miles, 2,195 miles of 

I u. s. Geological Surv~y Bulletin No. G89, I'. 220. 
15 
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which are through water. The shore line on the Great Lakes is 
about 3,000 miles, and the shore line of Lake Michigan, which is 
entirely within the United States, is 1,304 statute miles. 

The building of the Panama Canal reduced the distance between 
continental United States ports on the Atlantic and on the Pacific 
coasts by 7,000 to 8,000 miles. As the route distance between Port
land, Me., and Portland, Oreg., is 6,138 nautical miles via the 
Panama Canal and 13,787 nautical miles by way of Magellan Strait, 
the sailing distance is reduced by more than half, thus making a 
vessel twice as effective in point of sea time, for a vessel may now 
make a round voyage between Atlantic and Pacific ports ·by way of 
the canal in the time required to make the trip in one direction via 
Magellan Strait. Besides increasing freight earnings through more 
freq,uent trips, a vessel may have such earnings potentially increased 
by Its smaller bunker requirements for the shorter voyage, thus 
releasing more space for cargo. Moreover, the shortened distance 
and consequent reduction of time have created new types of traffic
cargo of a perishable nature which could not be carried around Cape 
Horn and other sorts which could not bear the higher freight charges 
of the longer distance. 

OCEAN AND LAKE PORTS 

On the continental coast line of the United States there are some 
50 seaports. Of these, 15 or 20 are primary pOllts, with a controlling 
depth of water of 30 to 40 feet or more and with heavy concentration 
of railroad service, thus creating the favorable condition of concen
tration of cargo at strategic points from and to which it may be 
economically lifted by large seagoing ships.2 

On the shores of the Great Lakes are situated seven principal 
industrial cities, including Chicago, the railroad center of the United 
States .. and the port of Duluth-Superior, which, in point of bulk of 
water-oorne cargo, ranks next after the port of N ew York, due to 
the Great Lakes ore movement. The Great Lakes have as yet only 
minor connection with sea-borne commerce; but when it is CO'il

sidered that the bulk-freight movement on the Great Lakes exceeds 
the total foreign and intercoastal cargo movement of the United 
States by some 25 per cent, that the ore movement alone represents 
45 per cent of this total, and that this movement is limited to a 7-
month season, the importance of the Great Lakes in the industrial 
and economic scheme is obvious. 

Except for the Great Lakes region, the entire territorial connec
tions outlined are not limited to seasonal navigation. Indeed, the 
natural flow of commerce is enhanced both by seasonal movement 
caused by climatic· conditions and by regional products in universal 
demand. Thus fruits and yegetables move north, mineral oils, 
lumber, canned goods, and food products move from the Pacific to 
the Atlantic, manufacturers of iron and steel, machinery, auto
mobiles, and tobacco move from the Atlantic to the Pacific-to 
mention only a few examples. 

• Corps of Engineers. U. S. Army. and United States Shipping Board: Miscellaneous 
Series No.1. Port and Terminal Cilargt'8 at United States Ports. 
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WATER-BORNE COMMERCE 

For 3 number of years the water-borne domestic traffic of the 
United State&-under which designation is included all traffic com
ing within the meaning of the coastal law&-has averaged twice as 
large in volume as the water-borne foreign trade and has been 40 to 
60 per cent greater in value. For 1929 the total commerce in 
Atlantic, Gulf, and Pacific ports, exclusive of intra port traffic, was 
358,526,018 short tons valued at $21,122,368,445; of which 251,174,333 
short tons of a value of $12,561,033,821 were credited to domestic 
commerce and 107,351,685 tons of a value of $8,561,334,624 were 
credited to foreign commerce.3 These figures are exclusive of the 
Great Lakes workings. 

That portion of the domestic trade which is represented by the 
intercoastal movement was 9,043,772 long tons in the calendar year 
1930, of which 6,502,267 tons moved from the Pacific coast to the 
Gulf and Atlantic coasts and 2,541,505 tons moved from Atlantic and 
Gulf ports to the Pacific coast.4 Domestic trade between continen
tal United States and noncontiguous territory (including the Phil
ippines) approximated 7,600,000 tons in 1930. Thi" accounts for 
16,600,000 long tons of cargo in the intercoastal and noncontiguous 
territorial trades moving in ocean-going ships, or more than 40 per 
cent of the cargo volume carried by United States vessels in the 
foreign trade. 

In the calendar year 1930 the total volume of water-borne imports 
into the United States (including the Great Lakes foreign move
ment) was 47,562,000 long tons, 52 per cent of which was carried in 
American vessels; the total volume of exports from the United 
States (including the Great Lakes foreign movement) was 49,731,-
000 tons, of which 30 per cent was carried in American vessels." On 
a value basis 34.1 per cent of water-borne imports valued at $2,-
635,096,567 and 35.3 per cent of water-borne exports valued at 
$.3,136,300,783 were carried in American ships. In 1929 American 
s\).ips carried 49 per cent of the imports and 31 per cent of the 
exports by volume and 31.7 per cent of the imports and 34.4 per 
cent of the exports by value. 

UNITED STATES SHIPPING IN THE FOREIGN TRADE 

PACTORS IN PRE-WAIl DEVELOPIlBNT 

World industrial development in its modern sense received its 
principal stimulus during the half century which ended as the World 
War began. This period witnessed the beginning of mass pr?duc
tion, made possible by the evolving of effective steel and machmery 
processes and of effective methods o~ transportation of basic raw 
materials and finished products at low cost. The result was, br.oa~ly, 
that some countries with well-developed natural resources and limited 
domestic markets found foreign outlets for their finished products 

• Water-borne Comm"rce of the United States for the calendar year 1929; report of the 
Chief of En.,;nee ..... U. S. Army. 1930. p. 1. T ~ 

• U. S. Shipping Board, Bureau of Resear~h. Report No. 295, Water-bome rafllc .or 

CalW.d 'lf. ~h'l~P~:'Board, Bureau of Research, Report No. 275. Calendar Year 1930. 
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and depended increasingly upon imported raw materials and food 
and became increasingly dependent upon ships, while other coun
tries developed their natural resources with resultant increase of 
domestic markets and increase of exports of raw materials. 

During the 40-year period ended in 1910 the national wealth of 
the United States increased sixfold, the railway mileage fourfold, 
Lake Superior iron-ore production. sixfold, and coal production ten
fold. During the same period the value .of the water-borne foreign 
trade of the United States increased threefold, resting principally 
on agricultural exports, of which cotton ranked first. 

The commercial fleet of the United States increased from 4,195,000 
tons in 1870 to 7,386,000 tons in 1910. The fleet engaged in the. 
coasting trade increased from 2,678,000 tons to 6,594,000 tons, while 
the fleet registered for foreign trade declined from 1,517,000 tons to 
792,000 tons. Registered vessels carried 35.6 per cent (value basis) 
of the water-borne foreign commerce of the United States in 1870 
and 8.7 per cent in 1910. 

The value of the water-borne foreign commerce carried in United 
States vessels in 1870 was $352,000,000, and in 1910 $259,000,000; 
stated otherwise, in 1910 tonnage amounting to but 54 per cent of 
the total tonnage registered for forei~n trade in 1870 carried cargoes 
that were 74 per cent of the value ot the 1,870 cargoes, which is ac
counted for by the development of the metal ship and its greater 
efficiency or by a larger share of merchandise of higher value carried 
by ships under United States registry. 

Growth of the United States commercial fleet durinO' this period 
was entirely out of line with the enormous expansion ot world com
mercej the American fleet increased in tonnage, but the requirements 
of the country's own domestic commerce were such that the greater 
part of the increase entered the coastal and Great Lakes trades and 
not the foreign trade. This period of internal development began 
when the steel ship was still an experiment, when the American 
steel industry did not exist, and when the transition from wooden 
sailing ships to steel steamers was setting in. During this era ef 
internal expansion the foreign trade of the United States was main
tained largely because of the vast natural resources and the virtual 
monopoly of cereals, meats, cotton, petroleum products, etc., which 
other countries needed and purchased but carried away in vessels 
of their own nationalities. 

THE POSTWAR SITUATION 

TONNAGE SUPPLY AND DEMAND 

The great economic handicap that has existed in international 
shipping since the World War is not lack of cargo to be carried, but 
too great a supply of vessel tonnage in the world market with which 
to carry it. Until recently cargo volume, whether considered on a 
world basis or on the basIS of volume in the foreign trade of the 
United States, has increased rather than decreased, furnishing in
creasing employment for ships. Durin~ the period from 1914 to 
1930 the potential ocean-going power-driven commercial fleet of 
the world made a net f;{ain of 20,000,000 gross tons, or almost 50 
per cent, to balance WhiCh world trade must be increased by 30 to 
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40 per cent over the f{;,;;war volume; but as the Chamber. of Ship
ping of the United . gdom points out in its annual report for 
1929-30: 

World trade has in fact increased only 10 per cent on pre-war figures. World 
tonnage has continued to expand at the normal pre-war. rate; trade has not. 
Tonnage under flags other than the British has been created in excess of thp 
normal pre-war rate. There is therefore a great excess of supply over demand, 
resulting not only in idle tonnage but in the equally serious problem of under
employment of tonnage in movement. Greater speed resulting in more voyages 
per annum has increased the amount of tonnage available. 

Vessel tonnage seeks employment, irrespective of ownership or 
nationality. Thus, despite the fact that the great preponderance of 
additional tonnage under the United States flag upon completion of 
the war-construction program was owned by the United States Gov
ernment, this tonnage sought commercial employment. So long as 
the ships of other nationalities remained under the control of their 
respective governments or were diverted into other channels of trade, 
the ships under United States registry entered heavily into the car
riage of foreign trade; as the ocean-freight market declined, a portion 
of this tonnage sought employment in the coastal trades. U1?on 
saturation of the coastal-tonnage market and the return of foreign 
shipping, released from government control, to normal activities, the 
freight market in the overseas trade fell to a point where employment 
was unprofitable. The situation became especially acute for owners 
who had purchased tonnage on the high war market. Further, the 
return of foreign shipping to commercial operation meant the return 
of experience to established trades, whereas United States shipping 
had few established routes and little e~perience in the foreign 
trade. The result was a preponderance of United States tonnage 
seeking employment against a declining freight market and an in
creasing competition. The problem became principally that of the 
establishment of trades in which employment for this excess tonnage 
might be found. . 

Not only the return of shipping into trades from which it had been 
diverted during hostilities, but also new tonnage constructed since 
the war and during recent years, have had a marked influence in 
world shipping. The newer tonnage has 1?rovoked even keen!'!l' com
petition, is of high efficiency and low umt cost, and has tended to 
hasten obsolescence of older vessels. 

PRESENT-DAY SPEED IlEQ1JlREMENTS 

A further problem of United States shipping engaged in foreign 
trade is the providinO' of service comparable with that offered by 
vessels of other natio~alities. No single factor in this problem is 
more important than the spee~ of ocean vessels and ~he relat.ionship 
between speed and costs. QUlte apart ~om ~conomic .necesslty and 
the perishable nature of carg-o are conSIderations looking to compe
tition, efficient tonnage, and the dictates of organi.ze~ traffic de~and. 

Human cargo in the form of passengers, negotIatmg car~o m ~he 
form of mails, peris?able cargo, and v~lua?le .cargo. carrymg hIgh 
insurance rates reqUIre fast transportation mime With the modern 
trend toward faster and more frequent communication generally. 
They are in categories quite apart from the great bulk of ocean com-
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merce-basic materials such as ores, coal, grain, and other commodi
ties of comparatively low value whose freedom of movement depends 
upon low cost of carriage. 

The speed of freight vessels is tempered by the ability of the cargo 
carried to bear in~reased costs. Increased speed means increased 
costs and these costs must eventually be passed on to the goods trans
ported. The great bulk of United States foreign water-borne trade 
is carried in the lOlh-knot ship, and in this class the American 
vessel compares favorably with similar foreign vessels in essential 
character of ship and in general competency of operation. The 
newer cargo vessels, recently constructed abroad, appear to be more 
efficient in unit costs of l'onstructioJl and operation. 

When consideration is given to the higher classes of liner serviees 
the competitive situation for United States ships appears more un
favorable. The widening gap between the qualities of foreign 
competitive new liner tonnage and the older United States ships in 
the foreign trade, the fact that the United States Government has 
a direct owner-interest in a representative portion of this tonnage, 
the public interest involved in disposing of the Government owned 
and operated tonnage and its transfer to private hands-these and 
other attendant conditions constitute reasons for consideration of a 
public-aid progTam with the object of making possible the continued 
employment of United States commercial vessels in the essential for
eign-trade routes, and development of new tonnage to assure a 
degree of permanency of operation. 

Mooement Of mau 

Historically the movement of the mails constitutes the first in
fluence toward increase of speed in power-driven ships.s The im
portance of reduction in time in the overseas-mail service la, prin
cipally in the fact that letters then were the only medium (except 
the personal interview) for transacting overseas business and ships 
provided the only means of communication between areas separated 
by water. • 

Negotiation of business between areas separated by water is to
day carried on largely, if not principally, through electric communi
cation-telegraph, cable, telephone, and radio. Cables of a total 
length of 370,000 miles now gIrdle the globe. This has naturally in 
principle reduced the relative value of overseas mails as a factor in 
ne~otiating international business. 

Two classes of mail are not yet affected by electric communication
(1) documents of title covering shipments of goods and (2) the 
parcel post in international trade. Since the principal trade regions 
of the world offer more frequent opportunities for dispatching cargo 
than for dispatching mail, the mail services covering these trades 
must be sufficiently fast to pick up shipping documents upon their 
completion after the sailing of the cargo, pass the cargo carrier, and 
land the mail at its destination in sufficient time to have it worked 
and delivered prior to the arrival of the cargo ship. 

• The <'arly ellmlnatlon of time Is \llu.tratl'd hy a stateml'nt containpd III all officil.1 
British pappr (Parliamentary Papl'r6, Vol. XCV, 1852-53. Paper No. 1\15, .. Contract 
Pack .. ts .. ) to the Pft'l'ct thnt the time rPqulred for a round-voyage trip from England to 
the Unltpd States prior to 1840 ranged from 45 to 105 days, whl'rea. the time had hl'en 
reduced through the Cunard subsIdized mail servIce to an avernge period of 24 days_ 
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Air trUlU COfnpetitiOlJ 

Ocean mail services per se face the probability of decreasing utility 
in principle, due to developments in aviation-a mode of transport 
ermnently suited to the carriage of first-class mail and the delivery 
of shippmg documents. While this has no inmlediate effect on thE' 
trans-Atlantic or trans-Pacific movement, it is already felt in shorter 
routes and in regions where air services parallel sea services. A 
typical example of air-mail service and of Government aid in its 
furtherance is to be found in the trans-Mediterranean French serv
ices. British development of air services includes a. weekly mail· 
service to India by way of Egypt. A similar development by the 
United States is the circumnavigation of South America by air mail 
and passenger services excepting a short gap between Santos, Brazil, 
and Buenos Aires, Argentina. These services mark the first appear
ance of a new type of competitor in the world's subsidized ocean 
trade routes. At present British ocean mail for the Far East, India, 
and Australia is transported by rail across continental Europe to 
British subsidized ships calling at Marseille or Toulon. 

Movemellt of cargo 

From a commercial standpoint, the question of speed as applied 
to the cargo ship tends naturally to become self-adjusting. Extra 
cost of speed in & cargo ship must be borne by the cargo, unless the 
trade is so arranged that the ship may increase its revenue by more 
frequent passages and increased annual tonnage capacity. Type of 
cargo and the character of cargo-handling equipment in ports have 
a bearing on the time a ship can spend at sea. 

Ships do not earn revenues while tied to docks. They earn rev
enue only when at sea. Therefore,' any development tending to in
crease· the proportional amount of the ship's time at sea will tend 
to offset the capital and operating charges that accrue against a ship 
when it is in port. 

In a general sense, however, regularity and frequency of sailing 
are of more importance to cargo than speed alone. The increasing 
preponderance of the liner during the postwar period supplies the 
best evidence as to the value of this type of service. On the endless 
belt of the liner stream may be shipped small parcels of cargo at 
rel!lliar intervals, which relieves both the seller and the buyer from 
carrying large warehouse stocks, with consequent tie-up of capital 
and risk of 10l'S from depreciation and market fluctuation. In fact, 
the liner becomes a portable warehouse in a sense similar to the 
delivery system of chain stores, whereby the stock of goods is con
stantly in transit, thereby producing even distribution and less dis
turbance to markets. Seasonal peak loads are limited to the tramp 
ship, which normally supplies the extra tonnage necessary for extra 
seasonal movement. 

A postwar development is the great number of high-speed large
size car"o liners which have been built for European owners. These 
,"es...;;els have been most potent factors in the promotion of faster and 
larger cargo vessels in the United States. 

The time element 

Inereased speed in liner st'rnees must be considered closely ill its 
relation to actual time saved in business.days. If & liner is scheduled 
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to arrive at its destination on Wednesday morning, there is no ad
vantage in arriving Tuesday evening 8r night if the ship can not 
enter the port and commence discharging cargo until the fQllowing 
business day. While every liner should carry sufficient excess of 
power to enable it to make up time lost through weather or port 
conditions, there is no point in steaming at the speed limit unless 
it results in a saving of working time in port. 

A hypothetical example: Suppose liner" A," capable of sustain
ing an average sea speed of 14 knots, sails at midnight on Tuesday 
and is scheduled to arrive at its destination on Wednesday morning, 
8 days later, over a course of approximately 2,450 miles. If the 
speed of the ship were increased to 15 knots, the passage would take 
12 hours less and the ship would arrive Tuesday evening. This would 
be of no advantage unless the ship could enter and commence dis
charge of cargo, while the cost of construction and operation of the 
vessel would be increased. If the speed were increased to 16 knots 
in this instance, an entire day would be saved; if increased to 17' 
knots no advantage above a I-day saving will result, while 18-knot 
speed will save two days in passage. On the other hand, a competi
tive ship, "B," capable of 15 knots could· complete its loading and 
sail Wednesday noon, 12 hours later than the 14-knot ship, yet arrive 
at the same time as "A." In this case ship" B " will have the advan
tage of an extra half day's work prior to sailing. 

Daytime port calls, arriving and departin~ time of mail and pas
senger trains, tides, and other factors produce varying effects on 
speed requirements. Simple increase of speed of ships means noth
ing unless a definite objective is attained; and this objective must be 
considered in the light of increased constniction and operating costs. 

PRESENT-DAY SHIPBUILDING COSTS 

Completion of the Government's ship-construction· program in 
1922 and the return of shipyards to private work immediately lent 
gravity to the problem of competitive building costs. Construction. 
costs vary with speed, dimensions, type, and equipment. For this 
reason no general comparison will cover all types of ships. Com
petitive bids for specified services provide about the only sure guide. 
though investigations and technical discussions provide evidence of 
the trend. 

One authoritative analysis of postwar ship-construction costs T dis
tributed the cost of constructing a first-class passenger and carj!o 
steamer in the British market roughly as 60 per cent to materials 
and equipment, 32 per cent to labor. and 8 per cent to general over
head. The cost of the hull is distributed as 60.5 per cent to mate
rials and equipment, 33.3 per cent to labor, and 6.2 per cent to over
head such as administration, power, and taxes. The engine and 
boiler costs are distributed 59 per cent to materials, 28.8 per cent to 
labor, including administrative expense, and 12.2 per cent to over
head items of power, maintenance of plant, taxes, etc. The post
war proportionate cost of the hull to the total cost of hull and 
machinery is 67.5 per cent. 

'Report of Balfour Committee on Industry and Trade: Part II, Suney of Industries. 
op. 189-148. 
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This general classification of materials and equipment is based 
upon the cost of raw and fin'ished materials as received by the ship
building- industry. Raw materials include steel and iron plates, 
tmgles, castings, forgings,steel ingots, tubes, and pipes. Finished 
machinery includes windlasses, steering gears, pumps, and refriger
ators, while among subsidiary finished articles received are nautical 
instruments, cabin furniture and upholstery, gauges, cocks, valves, 
paints, and antifouling compositions. 

In a statement on conditions in the shipbuilding industry of the 
United States in 1928 8 the National Council of American Ship
builders distributes the cost of a 10,000-dead-weight-ton freight 
steamer as 50.2 per cent to materials and 39.94 to labor. For a motnr 
vessel, the coUncil substantiates the proportions given in the Briti"h 
report, 60 per cent to materials and 31.2 per cent to labor. In these 
instances material costs do not include freight charges, which are 
carried at about 4.6 per cent of the total cost of the·ship. 

Material and labor oost differentials 

In the principal shipbuilding markets of the world material costs 
do not vary sufficiently to be made a clear example of cost differen
tials. According to the National Council of American Shipbuilders, 
shipbuilding materials in the United States and Great Britain cost 
nearly the same in 1925, lumber, copper, brass, canvas, and boiler 
tubes in the British market averaging higher and paint, chain cable, 
rope, propellers, linoleum, plates, shapes, and bars averaging slightly 
lower than United States prices. 

Labor rates vary greatly among European markets themselves 
and in their r~lati<?nship to the labor: market o.f the United States. 
In a comparatIve hst of 35 labor ratmgs covenng hourly wages of 
first-class mechanics employed in shipbuilding in the United States 
and Great Britain, the average hourly rates in the United States and 
British yards prevailing in November and December, 1927, were as 
65 cents is to 28 cents, the British average rate therefore being 43 
per cent of the United States rate. Since this is not a weighted 
average, it does not represent true costsl..but refers only to the average 
wa""es of ratings employed in shipbuilcJ.ing. " 

(}verhead charges.:varygreatly. According to the National Co~
cil of American Shipbuilders, the overhead charges in British ShIP
yards average 46 per cent of the overhead charges of shipyards in 
the United States on specified types of ~onstruction. 

Oalculation of oonstructio,n-oost differentials 

Construction-cost differentials between ships of different na.tionali
ties are based upon the cost to the constructor and vary In· tux:n 
with the national conditions which govern in each country. A 
process by which cost differentials betwee? nationalities may ~e 
roughly determined can be ma~e .clear by a senple.ex~mp~e. In thIS 
case the market value" of the ShIP IS ~o,!n. . The dlstnbutIOn of co~ts 
is based upon the above-cited cost dIstrIbutIOn fora passenger ship, 

• Testimony before the· Committee on Merchant· Marine and Fisheries of the House 
of Representatives, Feb. 29, 1928. 
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which will not give a true result for the vessel under consideration 
but will serve to illustrate the method. 

In the spring of 1929 a 7,500 to 8,000 dead-weight ton, 2-deck, 
10-knot cargo steamer was quoted at £9 lOs. ($46.23) per dead
weight ton in British yards, laid down for completion in 10 months. 
Such a ship would cost, therefore, from $345,000 to $370,000 when 
completed in British yards. 

On the basis of· the British cost distribution of 60 per cent to 
materials, 32 per cent to labor, and 8 per cent to overhead, the cost 
of a 7,500-ton ship would be $210,000 for materials, $110,000 for 
labor, and $25,000 for overhead .. If the ship were built in the United 
States, the material costs may be left the same, $210,000, but the 
labor cost would be increased to $250,000 and the overhead to $55,000, 
a total cost of $515,000 for the ship. The resulting excess between 
British-and the United States costs, $170,000, is equal to 50 per cent 
of the total cost in British yards. Moreover, on the excess of 
$170,000 the owner will be obliged to carry annual capital charges, 
to cover insurance, depreciation, and interest, amounting to 15 per 
c~nt, or $25,500, for the first year. . 

On an 8,000-dead-weight-ton vesst'l this annual l'o!>t will be in
creased by about $1,200, or a total sum of $26,700 as the excess 
capital charge on the construction-cost differential during the first 
yeaI' of operation. This places a handicap of approximately $3.33 
per dead-weight ton for constructioll-cost capital differentials for 
an 8,000-ton ship during the first year. 

Sllreatl 'lOt 80 wi~le on Iligher-tYllc t'eS3elll 

These calculations apply to the ordinary type of cargo ship. The 
National Council of American Shipbuilders is authority for the 
statement that on the higher types of vessels, such as high-class 
passenger and combination cargo-and-passenger vessels,- where less
standardized design and practice may be employed, the cost 
differential between British and American yards will become less. 

In the only United States standardized shipyard practice com-' 
parable to the British example cited, that of Great Lakes shipbuild
ing, costs in 1929 ranged perhaps from $68 to $70 per ton against 
an approximate $46 to $50 per ton for low-grade standard British 
cargo steamers. 

United States and British examples are cited because labor rates 
of the two countries are the most nearly comparable. 

PRESENT-DAY OPERATING COSTS 

Operating costs of cargo vessels are broadly classified into two 
groups, one chargeable against the cargo and the other chargeable 
strictly against the vessel itself. The principal items of cargo ex
pense are stevedoring, port and entry charges, commissions, fees, 
and brokerage. These charges usually are dependent upon the cus
tom of the port and will therefort', with very few exceptions, be the 
same for all vessels (regardless of nationality) which use the port. 

Vessel-expense items consist principally of wages, food, stores and 
equipment, fuel, and repairs. Of these, fuel, stores, and supplies, 
and, in most instances, repairs are fairly similar on all ships ever 
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if they vary in different ports. In the case of United States vessels, 
" repairs" is a protected item in that a vessel is required t.o pay a 
50 per cent import duty on repairs made in foreign ports unless done 
by reason of damage sustained by stress of weather or for the safety 
of the ship." The largest item of vessel expense while at sea is fuel, 
which may vary from 30 per cent .of the total daily sea expense for a 
motor ship up to 43 per cent for a steam-driven vessel. The fuel 
item averages down t.o a range of 19 to 23 per cent of the total 
voyage expense account. 

The second vessel expense is that .of wages, which may average. 
from 15 to 18 per cent of the total voyage expense; and the food, 
stores, and equipment expense will run from 7 to 8 per cent .of this 
totaUO . 

All these items affect freight rates and thereby a vessel's ability to 
meet competition. 

Wage (ufferentuus 

The greatest differential between the vessel-operation expense of 
United States ships and ships of other nationalities is that of wages. 
Cost of repairs, st{)res, and fuel may differ in various parts of the 
world, but if so, they are the same to all ships of all nationalities. 

'Vages are based upon the national standard of living and are high 
.or low in agreement with that standard. National legislation or 
regulation usually prescribes the ·number and ratings of the crew 
according to type and trade of vessel. Generally officers are re
quired to be citIzens of the nation whose flag the vessel flies. 

Taking a United States ca.rgo ship as an example it is found that 
the crew wages represent from 15 to 18 per cent .of the total voyage 
expenses, depending upon the size .of the vessel, the type of propul
sion, and required perso~el for the ship's operation. All officers 
must be United States citizens. The crew does not necessarily 
represent full citizenship (by 1932 two-thirds must be citizens on 
all ocean mail ships under the act of 1928) but does represent full 

• manning and wage scale, and this is reflected in an operating sense 
in somewhat the same manner as labor costs are represented in the 
original cost of the ship. 

As illustrating operating-cost differentials, a cargo ship of 8,000 
t.o 9,000 dead-weight tons under the United States flag will have 
a wage cost of approximately $100 a day, or $3,100 a month, whereas 
for the nearest competitor, a Brith,h ship, this item will be $65 
a day, .or about $2,015 a month. Ships of other nationalities have . 
pr.oportionally lower wage costs. 

Ordinarily a cargo vessel does not employ a full crew 12 months in 
the year, but for possibly 2 months the ship will be in port with 
a reduced crew. On the other hand, except in extensive lay-up the 
officers usually are carried permanently on the ship. Therefore, for 
purposes of calculation, it is estimated that the annual pay roll for 
the type of vessel under consider~ti0I?- here will approxi~ate eleven 
times the monthly pay roll, resultmg III ,a.total.for the Umted S,tates 
fi'hip of $34,100 and for a comparable BrItIsh ShIP of $22,165, a differ-

• Tarill' set of 19~2, • .,e. 466, reaWrmed in the tarill' act of 1930. 
10 Theoe ftvera_ are basro upon tbe operating record. of ,·eaoel. of the Merchant 

Fleet Corporation. 

85083-32--4 
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ence of $12,035. This difference is equal to 35 per cent of the total 
wages cost of the United States ship or 55 per cent of the wages cost 
of the British vessel. 

Subsi8tence costs 

Subsistence costs on United States ships are relatively larger than 
similar costs on ships of foreign nationality. On the typical Ameri
can vessel under consideration the subsistence allowance will approx
imate $0.60 per man per day, while on a British ship the subsistence 
cost will be about $0.40 per man per day, making daily costs of $21 
and $14 and monthly costs of $630 and $420, respectively. On the 
basis of an ll-month year this will result in an annual subsistence 
differential of $2,310. 

Assuming that the above wages and subsistence differentials are 
fairly representative for the type of vessel under consideration, there 
will be a total operating-cost differential of $14,345 annually to be 
borne by the United States ship for these two items alone. This 
works out as an extra cost amounting to $1.75 per dead-weight ton 
per year for the S,OOO-ton ship. 

RELATION OF COST DIFFEIl.E4'iTIALS TO NET EARNINGS 

The figures given on page 24 show a construction-cost or capital
charge differential of $3.33 per dead-weight ton for certain types of 
cargo vessels built in the United States. 

A capital differential of $3.33 plus the operating differential of 
$1.75 shown above will theoretically amount to $5.08 per dead-weight 
ton per year which an S,OOO-ton cargo vessel under United States 
registry has as a handicap with its nearest competitor under foreign 
registry. This cost will be less if in calculating the capital charges 
an interest rate of 5 per cent (instead of the 6 per cent rate used) 
be employed, and will in any event annually be reduced by deprecia
tion of the vessel and by smaller insurance charges up to a certain 
age of the ship. 

THE AMERICAN COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

Measured in terms of commercial-vessel tonnage, the United 
States at the beginning of the World War was the third maritime 
nation, being surpassed by Great Britain and Germany. At the end 
of the war and upon completion of the war-construction program in 
1922 the United States_ was second in world position as regards 
vessel tonnage of national registry. This was the result, first, of the 
c.>limination of Germany's pre-war merchant marine, part of which 
was acquired by the United States; and, secondly, of a net gain in 
the Aro:erican tleet of 10,500,000 gross tons by construction, change 
of registry, requisition, and purchase. Between 1914 and 1922 the 
AmerIcan coasting fleet increased from 6,719,000 gross tons to 
7,613,000 and the registered foreign-trade fleet from 1,076,000 gross 
tons to 10,725,000. 

In 1930 the United States commercial fleet aggregated 15,947,000 
no .... I'\Ct~ "'nne! fhio +nta 1 'n,...lnrl;THI' .,.tHl'lQi-ortul GT\tl on~nllor1 col-QQTY\ onrl 
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~otor vessels, sailing ships, canal boats, and barges, but excluding 
lIcensed tonnage. 

As illustrating the growth of the United States merchant marine, 
the annual enrollment of vessels of all types for coasting service and 
registry records of the American foreign-trade fleet are presented in 
Table 4. 

TABLE 4.--GROWTB: OF TIlE AMERICAN COMMERCIAL Fr.EET 

I 
E?",lled (coastal trade) Registered ((oreign trade) 

Total com-Year ending merei81 
Total oo~t-I Power-June 30- lleet 1 Sailing ves Total 
in~-trade driven ves- sel, and forfign-

fleet 1 sels barges tradefieet 1 

Gr036 t01l, Gr088 tOft, Gro'8tcm Gr088 tons Gr088 tons 
18S0_. ____ • ".'" 3,485,266 1,899,55S 481,005 1,418,550 1,585,711 
18.';5 ••••••••.•••.. 5,150,867 2, 615, 731 ass,240 1,960,491 2, 535,136 
1860 .••••••...•••• 5,299,175 2,752,938 770,641 1,982,297 2, 546, 237 
1865._ ••.••• _ •..•• 5, 056, 676 3,454,093 969,131 2. 484, 262 1,602,5·3 1870 ______________ 4,194,740 2,677,940 879,522 1,798,418 1,516,800 
I~T5 .•••..••• _ •••• 4.792, 217 3,238,390 971,806 2, 266, 584 I, S53, 827 
1880_ •••• _ ••..•... 4,002,163 2,649,353 1,058.587 1,590,766 1,352, 810 
1885 ••••••••••.•.. 4,184,572 2,896,573 1,289,995 1,606,578 1,287,999 
1890 •••••••••.•.•• 4, 338, 579 3,391,884 1,639,643 1,752, 241 946,695 
1895_ •••••••.•.... 4, 543, 291 3,705,104 1,936,204 1,768,900 838,187 
1900 •• _ ••.••••••.• 5,056,26.1 4, 239, 569 2, 289, 825 1,949,744 826,694 
1005 .•••••••.••.•• 6,346, 315 5, 391, 802 3,100,26.1 2, 291, 539 954,513 
1910._ ••••••.•.•.. 7,3<5, 553 6,593.728 4,272,521 2,3>1,207 791,825 
1911 •••••.•.•.•••• 7,513,491 6,640,820 4,410.605 2,230,215 872,671 
1912 .••.••....•.•• 7,584,787 6, 652, 686 4, 475, 201 2, 177, 485 932, lOt 
1913._ ••.....•.•.. 7,754, 116 6,726, 340 4,573,lg6 2,153.144 1,027,776 
1914 ••••• _ •.•.. '" 7,795,126 6,718,974 4,607,041 2,111, P33 1,076,152 
1915_ •••.•••.••.•. 8,256,2&! 6,384,725 4,495, 051 1, SS9, 674 1,871,543 
1916 •• _ •••••••.•.. ~,338, 761 6,147,046 4,371,381 1,775,665 2,191,715 

m~::::::::::::::1 t ~:~:; 6,296,288 4.476,928 1,819,360 2, 446, 399 
6, IP2, 893 4, 355, 615 1,837,278 3, 6D3, 706 

~~~::::::::::::::I ~~m:~~ 6, lOS, 811 4,319,144 1,789,667 6, 669, 7~6 
6,265,3OS 4,523.116 1,742, 192 9,92",595 

1921. ••..• _ •••.••• 1 18'153,976 7,072,286 5,172,999 1,899,287 11, OSI, 690 
1922_ •••••••••.••• 18,337,895 7,613,305 5,608,897 2,004,4OS 10,724,590 
1923 •••••.••••..•• , 18, 160,438 9,087,375 7,083,863 2, 003, 512 9,073,063 
1924··············117,617,366 8,820,545 6,837,433 1,983,112 8,796,8H 
1925 ••....••....•. : 17,2RI,553 9,lZ6,581 7,112.001 2,014,580 8,154,972 
19;6 •••••.•.••.... i 17,189,786 9,463,927 7.312,435 2,151,492 7,725,850 

l~~::::::::::::ll~:~"1:~~ 9,447,8R3 7, 431, 817

1 

2,016,066 7,317,059 
9,621,451 7,616, S52 2,004,490 6,940,393 

1929 ••.. _ ..•..... .116,355,712 9,443,292 7,459,847 1,983,445 6,912,420 
1930 ..•.•.•••.... : 15,~6,R57 9, 61a, ilR2 7,625,331 2,018,651 6, 302, 875 
I93L •...•••••.••• 115' 786,945 !C, 204, 591 8,069,680 2,134,911 5,582,354 

I Includes commercial v .... l' and barge.. o( 100 gross tons and upwards. 

Source: U. S. Bureau of Navigation: Merchant Marine Statistics, 1930. 

THE COASTAL FLEET 

Power- Sailingves-
drh-en sels and 
vesseJs barges 

Gross t01l-8 Gross tons 
44,942 1,540,769 

115, 1It5 2, 420. 091 
97,296 2, 448, 941 
98,008 I, 511t, 575 

192,544 1,324,256 
191,6S9 1,362,138 
146,604 1,206, 206 
186,406 • 1,101,593 
197,630 749,065 
252,04S 586,142 
341,342 485,352 
601,180 35.1,333 
556,977 234,848 
585, 730 21>6,941 
619,706 312, 395 
671.148 356,628' 
724,874 351,278 

1,349,846 521,697 
1,599,661 592,054 
1,857,734 588,665 
3, 015, 781 587,925 
5. 994, 205 675,521 
9, IP4,922 733,673 

10,466,339 615,351 
10,268,003 456, 587 
8.631,665 441,398 

~:m:ll~ : 425,626 
3P9,120 

. ~~~U~~ i 406,323 
350,879 

·6,621,315 319,078 
6,592,123 ' 320,297 
6,021,669 2"1,206 
5,347,388 234,966 

The coastal trade has been the principal factur ill United States 
commercial shipping. The coastwise fleet came into being when the 
Nation was a thin strip of territory along the Atlantic seaboard and 
the sea offered the only means of communication. Following the 
settlement of the Oregon territory and, t~e discovery of gold ~n Cali
fornia the coastal steam fleet was subSidized from the Atlantic coast 
to Panama and from Panama to California and· north,'l and fur-. 
nished the only means ?f regular co~unication betw~en the A.t
lantic and the Pacific prior to completIOn of a transcontmental raIl
way. The coastal fleet has consistently kept pace with territorial 
expansion and commercial development. 

U See discussion of coastal legislation on p. 74. 
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Viewed from many angles-the necessity for communication be
tween component part~ of the Nation, Government protection in the 
public interest, employment of private capital in shipping, employ
ment of power-driven fleets, potential naval auxiliary-the coastal 
fleet's importance to the Nation is indisputable; its extension com
mercially and geographically has raised it to international signifi
cance. 

POTENTIAL SEA POWER OF COASTAL FLEET 

Coastal power-driven tonnage figures are not a true indication of 
potential seagoing tonnage. The 1930 total shown in Table 4 should 
be reduced by 2,532,596 gross tons credited to the northern lakes and . 
by 123,689 gross tons of river tonnage, thus bringing the power
driven coastal tonnage down to 4,969,046 gross tons. A portion of 
this tonnage is unsuitable for the overseas trades. 

Nevertheless on July 1, 1931, of forty-four 14-knot United States 
vessels, twenty-nine were in the coastal service; nineteen out of the 
thirty-one 15-knot vessels, ten out of thirty-two 16-knot vessels, five 
out of six 17-knot, and seven out of twenty-two 18-knot vessels. 
There were three 19-knot vessels, two of which were in the coastal 
trade; one 21-knot vessel and one 22-knot vessel, and both were in 
the coastal trade.12 

The coastal tonnage includes some of the most modern fleets under 
national documentation. 

THE FOREIGN-TRADE FLEET 

Between July 1, 1914, and June 30, 1917-the period of the World 
War before the United States actively participated and began its 
great expenditures on merchant shipping-through change in regis
try laws and the revival of steel-ship biulding, the American power
driven fleet in the foreign trade increased from 725,000 gross tons 
to 1,858,000 gross tons. The high freight rates for trans-Atlantic 
cargoes were already beginning to attract steamers to Europe from. 
the coasting' trade and the foreign tJ'ade of the Gulf of Mexico 
and the Caribbean Sea. 

Many of the cargo steamers in the coasting trade of the United 
States were readily adaptable to trans-Atlantic voyages. In fact, 
the American merchant fleet in 1914 included 430 ocean steel steam
ers, each over 1,000 gross tons and aggregating 1,600,000 tons, amI 
in 1917 this fleet had increased to 660 l;uch steameJ;S, of 2,700,000 
gross tons. To these were added 100 German steamers, of 638,000 
gross tons, seized when the United States declared war. ' 

As the war progressed the 1,900.000 gross tons of steel steamers 
building or under contract on July 1, 191j-half for American ship
owners, half for foreign owners-which had been requisitioned by 
the Shipping Board, approached completion and 980,000 gross tons 
were l'l'gistered and in operntiou l~v J Illy 1, 1918, and 22 steamers 
of 96,000 gross tons had been eompleted IInder original Government 
contracts . 

.. u. S. RUI'I'RU of Navlglltion: A_rican DOCUlIIl'lItcd Seagoillg Merchant V .. .seIs of 
GOO Gross 1'on. all'll Over, July I, 11131. 
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ORIGIN OF INCREASES AND DECREASES 

The war-time expansion of the American merchant marine has 
already been indicated in Table 4; but the origin of increases and the 
cause of certain offsetting decreases covering the .war period and 
ending with. the completion of t~e Government construction pro
gram Hre of mterest. The followmg figures, from Government Aid 
to Merchant Shipping," relate to the total commercial tonnage and 
not to the foreign-trade fleet alone: 

Origin of increase: Gross tons 
Built in United States ________________________ ~-_ 12,652,000 
Foreign·built registered__________________________ 1,154,000 
Enemy ships seized______________________________ 492,000 
Bought from United States GovernmenL__________ 85,000 

Total _________________________________________ 14,383,000 

Cause of decrease: 
Lost and abnndoned ____________________________ _ 
Sold to foreigners _____ :. ________________________ _ 
Sunk by enemy ________________________________ _ 
Sold to United States GovernmenL ___ :. _________ _ 
Exempt tonnage _______________________________ _ 

1,749,000 
976, 000 
383,000 
360,000 
328,000 

Total __ ~ ___________________________________ ~ __ 3,796,000 

Balance, increase as of 1922 ___________________ 10,597,000 

The enemy ships seized amounted to 638,000 gross tons, but in the 
tabulation only 492,000 gross tons are included in the American mer
chant fleet, as part of the tonnage was allotted to the Army and Navy 
and part had been sold to foreigners. The decrease of 328,000 gross 
tons of exempt tonnage is due to the requirements of law by which, 
for example, canal boats in trade with Canada are required to carry 
customhouse documents, which are not required of the same boats 
when employed solely on the canals of New York State, and, too, 
certain types of vessels when wholly employed in harbors are exempt 
from documents which they must carryon longer trips. The item 
does not indicate an actual loss of these smaller craft, but indicates 
their restricted operations in 1922. The total balance accounted for 
is 54,000 more than the difference between the 1914 and 1922 gross 
tonnage as given in Table 4. 

EMPLOYMENT OF THE FLEET 

The commer~ial shipping of the United States falls naturally into 
two divisions-that engaged in the foreign trade in competition with 
the shipping of foreign nations and that engaged in the coasting 
trade, reserved under the coastal laws for American vessels, which in 
turn comprises the shipping of the Great Lakes, the trade along or 
between the Atlantic, Pacific, and Gulf seaboards and between these 
regions and noncontiguous territpries, and the various river systems 
of the United States. 

u JODP8, Grm:cvenor M.: Government Aid to MI-'.",.hant Shippio2. iS8UPd as Speciul 
Agents Series No. 119 by tbe Bureau of Foreign and Domestle Commerce, Department of 
Commerce, Wasbington, D. C. 



30 SHIPPING AND SHIPBUILDING SUBSIDmS 

Tonnage employed in the coasting trade of the United States sea
board and river systems was less up to the year which ended June 
30,1920, than it had been immediately before the war. Much of this 
tonnage was structurally adapted to transoceanic voyages, and, in 
fact, was so engaged during the war and during the period of high 
freight rates which followed the armistice. The power-driven 
coastal fleet did not begin to return to its normal employment until 
the depression in rates in 1920-21, but by 1922 was 1,000,000 tons 
above the 1914 figure. On June 30, 1930, the power-driven shipping 
documented for these trades showed an increase of more than 
3,000,000 tons, or 70 per cent, over the pre-war tonnage. Decreases 
in sailing vessels brought thE' gain for the coasting fleet as a whole 
down to about 45 per cent. 

United States shipping in the foreign trade reached its peak in 
1921, when 11,081,690 gross tons found employment, an increase of 
8,635,000 gross tons since the United States' entry into the war in 
1917. Employment of United States ships in the forei~ trade 
steadily declined during the following decade and on June 30, 1931, 
was 6,295,935 gross tons, a decrease of 4,785,755 tons from the 1921 
peak but an increase of 5,219,783 tons over the shipping so engaged 
in 1914. 

• OWNERSHIP OF THE FLEET 

The vessel tonna~e of American ownership now engaged in the 
United States foreIgn trade divides itself into two groups-that 
owned by the United States Government and that privately owned. 
Privately owned tonnage again divides itself into vessels under 
United States registry and vessels owned and operated by American 
interests under foreign registry. The fleets operated under private 
owner~hip also divide themselves into common carriers and industrial 
carriers-that is, carriers of J)roducts the property of their owners. 

Government-owned fleet.-Up to June 30, 1931, the United States 
Government, through the United States Shipping Board, had ac
quired 2,546 yessels, tugs. barges, and hulls of an· aggregate dead
weight tonnage of 14,671,520; 1,929 vessel units of 10,295,030 dead
weight tons had been sold; 89 vessel units of 464,167 dead-weight 
tons had been lost; 101 vessel units of 505,085 dead-weight tons had 
been transferred to other Government departments; 18 units of 
65,409 dead-weight tons had been scrapped; and 409 vessels of 
3,341,829 dead-weight tons were still owned by the Government. 

In 1923 Government-owned tonnage engaged in the foreign trade 
amounted to 2,300,000 gross tons; on January 1, 1931, it was less 
than 1,000,000 gross tons; and on June 30, 1931, 914,741 f!ross tons. 

Privately owned fleet.-Not until the second quarter of 1929 did 
the amount of privately owned tonnage in the foreign trade equal 
or exceed that owned by the Government, based upon the unit of 
steel ocean-going ships of at least 1,000 gross tons. Privately owned 
tonnage actively engaged in the foreign trade in 1923 was 600,000 
gross tons; by January 1, 1931, it had increased to more than 
2,500,000 gross tons; on June 30, 1931, it stood at 2,332,360 gross 
tons. 

Considering only commercial vessels of 1,000 gross tons and over, 
44 per cent of the total privately owned tonnage of United States 
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registry is owned by industrial or importing entities operating in 
specialized services such as the petroleum, steel, and fruit trades. 
Among the petroleum companies which own fleets 12 account for 
1,816,276 gross tons; 3 other fleets which are primarily industrial 
aggregate 339,442 gross tons. The fleet of each of these 15 com
panies exceeds 50,000 gross tons, and their total represents two
thirds of the total United States industrial tonnage. On June 30, 
1931, 1,297,795 gross tons, or 40 per cent of the seagoing industrial 
tonnage under United States documentation, was engaged in the 
foreign trade. 

AMERICAN INTEREST IN SHIPS OF FOREIGN REGISTRY 

American-owned ships.-One other aspect of the situation with 
respect to private American shipping interests deserves considera
tion. This relates to the American ownership and operation of ves
sels under foreign registry. As of June 30, 1931, there were 440 
American-owned vessels of foreign regiRtry with a total tonnage of 
2,295,140 gross tons 13&_a tonnage practically equal to the total ton
nage of United States registered vessels owned and .operated in the 
foreign trade by private interests. 

Foreign-owned ships.-Postwar American loans to Europe have 
included a number of loans to shipping and affiliated industries, some 
privately negotiated and some guaranteed by the governments con
cerned. Those guaranteed by foreign governments were in respect 
of subsidized shIpping lines, the borrowers being authorized to use 
part of their subsidy moneys for repayment of the loans. A list of 
foreign shipping securities floated in the United States during the 
period 1922-1930 is presented in Table 5. . 

TABLB 5.-FOREIGN SHIPPING AND ASSOCIATED ISSUES PuBLICLY OFFERED OR 
TAKEN IN THE UNITED 'STATES, 1922-1930 

Par value Inter· Dote or flotation est, Term, Yield to 
Nationality and issuer of in United maturity. Remarks 

issue States cur· per yeals per cent 
reney cent 

--
Germany: 

Hamburg·American 1925 $6,500,000 6.60 3-15 6.50-6.62 Free of German taxes. 
Line. 

Nortb German Lloyd. 1927 20.000,000 6 20 6.65 
Do ................ 1928 12,076,000 ------ ------- Amerif'an shares. $69 per sbare. 

Initial dividend $3.41 per Amer· 
icon sbare. Apr. 6, 1929; $3.43 
per sbare Apr. 10, 1930. 

uBansa" Steamship 1929 5,000,000 6 10 6.98 
Line. 

France: 
7.80 Guaranteed by French Govern· French National Mail 1924 10,000,000 7 25 

Steamsblp Lines ment. 
(Sooi6t6 des Services 
Contractuels des 
Messageries M 8 r i-
times). 

1927 5,600,000 6 25 Taken by United States market Do ................ -----------
as share of ~9,500,OOO loon 
placed in Canada, which in 
turn was part of a $11,000,000 
loan taken jointly in tbe Neth 
erlands and Canada. 

Cie. G6n6ra1e Trans- 1927 2,500,000 6.60 24 -------_.-. Share taken by United States 
atlantique. market of $4,600,000 loan placad 

in Canada. 

u. U. S, Shipping Board, Bureau of Research, Special Report 1940, July 17, 1931. 
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TABLE 5.-FOREIGN SHIPPING AND ASSOCIATED ISSUES PUBLICLY On'ERED 011 
TAKEN IN THE UNITED STA'l"ES, 1922r-193O--Continued 

Nationality and issuer 

Franca-Continued. 
French National Mail 

Steamship Lines 
(Soci~U; des Services 
Contractuels des 
Messageries Mari
times). 

Cie. G~n~raIe Trans
atlantique. 

Italy: 
Italian Credit Con

sortium in behalf of 
!~~~::i,,:.hipPing 

Lloyd Sabaudo ______ _ 
Great Britain: 

Cunard Steamship Co_ Do _______________ _ 
Denmark: 

United Steemship ('0_ 
(Det Forenode). 

Burmeister'" Wain __ _ 
Czechoslovakia: 

Brunner Turbine '" 
Nethe~~~:r.~ent Co. 

Holland America 
Line. 

Canada: 
Canada Steamship 

Lines (Ltd.). Do _______________ _ 
Canadian National 

(West Indies) S team
ships (Ltd.). 

Date 
of 

issue 

Par value 
cf flotation 
in United 
States cur-

rency 

Inter· Yield to 
sst, Ter~ maturity, 
~;t yeara per cent 

Remarks 

1927 $1,500,000 6 
2.'i __________ _ 

TSken by United States market 
as reissue of $1,500,000 taken in 
the Netherlands market, which 
again was part of $11,000,000 
loan jointly taken in the Neth
erlands and Canada. 1928 3,500,000 _______________________ • American shares, sold at $7\. 

1927 12,000,000 7 

1926 2,400,000 7 

1925 7,500,000 5 
1927 2, 500,000 4.50 

1922 6, 000. 000 6 

1925 2,000,000 6 

1925 4,000,000 7.50 

1922 7, 360, 000 6 

1926 9, 000, 000 6 

1922 4, 500, 000 7 
1930 9,400,000 5 

10-20 

4-15 

2 
2 

15 

15 

30 

7.40-7.50 

7-7.45 

5.00 
4.50 

6.50 

6.50 

7.90 

Dividend paid July 24, 1928, 
$2 54; Mar. IS, 1929, $0.474; 
July 24, 1929, $2.07; Mar. 17, 
1930, $0.474. 

P'::.~~~::Oi!l?'~~:"b:'~~ 
gan; Grenfell '" Co., the Ham· 
bros Bank, Roth!IChild '" Sons, 
and Baring Bros., London. 

2.'i 6.30~90 

15 

30 
2.'i 

6.30 $3,800,000 for refunding 

7.38 
5. 00 Offered also in Canada thrungh 

Bank of Montreal and Royal 
Bank of Cannda, Montreal, 
and Canadian Bank of Com
merce, Dominion Securities 

fL'iS.)', a-¥:ro~:" ~'::t"re ~~~.; 
unconditionally guaranteed as 
to prinCipal and interest by the 
Dominion Government. 

Source: Handbook on American Underwriting of Foreign Securities, by Ralph A. Yonng (Trade Pro
motion Series No. 104); American Underwriting of Foreign Securities in 1930 (Trade Information Bulletin 
No. 7(6). Both publications issued by the Bureau of Foreign and Domestic Commeroe, Washington. 

It is evident, therefore, that on the basis of capital investment in 
ocean shipping the position of the United States is stronger than the 
tonnage of vessels of AmE'rican rE'gistry alone would indicate. (See 
also p. 398.) 

THE WAR AND THE MERCHANT MARINE 
THE PRE·WAR SIDPPING POSITION 

The economic changes wrought in international trade relationships 
by the outbrE'ak of war in Europe in 1914 had far-reaching and im· 
mediate consequences. In the UnitE'd States one of the first results 
was the E'nactmE'nt of legislation U which ended the virtual monopoly 

"BpJ:innlng with the period of th .. World Wl\r, the next 15 y"ars prod\l~M much 
lpglslntion having ftS Its object the estl\bllshing and mnlntalnlng of UnitM States ship
ping In the ove.-sens trndes through public nld. For a political history of shipping 
1"J:lslation during this time see Alexander R. Smith's report to the UnitM States Ship
ping Board on attempts made to obtain aid for American shipe. 
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enjoyed by the United States shipbuilding industry in constructing 
all tonnage that was to operate under United States registry. The 
United States, alone among maritime nations, had :{>reviously re
fused registry to home-owned foreign-built ships whICh desired to 
engage in its foreign trade, except under conditions that made such 
operation practically impossible. The coastal navigation had, of 
course, since 1817 been restricted to vessels built in the United States. 

So long as wooden ships were used the United States shipbuilding 
industry remained in a dominant world position; the excellent work
manship of the softwood construction matched all foreign construc
tion and was usually considered lower in price. With the adoption 
of the metal ship, however, the United States shipbuilding industry 
found itself under the handicap of lack of materials, while the Brit
ish shipbuilding industry, wIth its iron and steel supplies, won 
to first place and maintained undisputed leadership until the Ger
man shipbuilding industry brought out record-breaking ships in the 
last decade of the nineteenth century. By this time the United States 
steel industry had begun its large expansion and the question of 
ma~r~als was solved-but the ~emand for ships had been reduced to 
a mImmum. 

During the entire period of the development of European ship
building technique, however, United States shipowners were prac
tically prohibited from taking advantage of the European market for 
steel and iron steamer tonnage for service in the oversea trades. In 
the meantime, Great Britain opened its register to ships wherever 
built, and other nations followed this policy in order to maintain 
their shipping until their own shipbuilding industries were de
veloped. 

AMERICAN CAPITAL IN FOREIGN·BUlLT TONNAGE 

The result of this condition was that United States capital was 
invested in foreign-built tonnage to such an extent that as early as 
1901, following the purchase of the Leyland Line by J. P. Morgan, 
136 ships of 672,456 gross tons were owned or controlled by United 
States capital and operated under British, Belgian, and Norwegian 
regi<dry 16-a fact unique in commercial maritime history, as this 
amount of tonnage nearly equalled the entire steel and iron tonnage 
of Norway (768,594 tons) and of Spain (733,021 tons) and exceeded 
the commercial fleet of Italy (657,981 tons) and of Japan (524,125 
tons). . 

United States capital thus sought the most advantageous place
ment in respect of pecuniary returns and thereby contributed to the 
maritime strength of the countries in which this American-owned 
tonnage was registered. Pecuniary control 6f tonnage, however, did 
not carry with it national protection; in time of war the tonnage so 
registered out of the United Sta~es might or ~ight not b~come 
subject to capture and would c~rtamly bec?me subJe~t .to war-m:;ur
ance premiums. Even had foreIgn-built ShIPS been ehgIble to Umted 
States registry, it is questionable w:het~er.their owners would have 
availed themselves of the opportunIty ill tImes of peace, due to the 
high cost of maintaining officers and crews on American ships as 
compared with foreign ships . 

.. Annual Report, U. S. Commissioner of Navigation, 1901, p. 34. 
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ADMITTANCE OF FOREIGN SHIPS TO UNITED STATES REGISTRY 

LAW OF AUGUST 18. 1914 

The Panama Canal act of August 24, 1912 16-the first step in 
the direction of a free-ship policy-had provided for the admittance 
to United States registry of foreign-built ships not more than 5 
years old for service in the foreign trade but not in the coastwise 
trades. No ships had in fact been admitted under the provisions 
of the act; but the law still remained operative, and thus it was that 
the position of the United States as a neutral country at the out
break of the war in Europe in 1914 became a large asset to ship
owners whose capital was invested in vessels under registry of the 
nations at war. 

Within three weeks following the outbreak of hostilities the ship 
registry act of August 18, 1914, was enacted, repealing the 5-year 
age limit on ships eligible to registry under the Panama Canal act 
of 1912, and providing that foreign-built vessels owned by United 
States citizens should be eligible to American registry for foreign 
trade and for trade between the United States and the Philippines, 
Guam, and Tutuila. The act further empowered the President to 
suspend, by Executive order, at his discretion, laws which prescribed 
that watch officers on vessels of United States registry must be 
United States citizens. The President was further authorized to 
suspend laws relating to survey, inspection, and measurement. 
Accordingly, successive Executive orders were issued which per
mitted foreign citizens to command and to serve in various official 
capacities, and the last of these orders, issued in 1920, expired 
in 1923. . 

The general naturalization law of the United States requires the 
lapse of seven years after the notice of intention to become an Amer
ican citizen has been filed before citizenship is granted; but a law 
enacted early in .the history of the Republic, when British impress
ment of seamen on American ships was practiced provides that a 
seaman from the time of declaring his intention to become an Amer
ican citizen shall be entitled to protection as such, and that three 
years afterwards he shall be eligible to be an officer of an American 
ship. 

The ship registry act of August 18, 1914, was followed by the law 
of March 4, 1915, empowering American consuls to issue provisional 
registers to ships bought abroad by American citizens, thus confirm
ing a practice involved in the ship re~stry act of 1914 and carrying 
out a recommendation made by President Arthur more than 30 years 
previously. 

RESULTS OF SHIP-REGISTRY ENACTMENT 

The results of the registry act of August 1~ 1914, were immediate. 
U~ to June 30, 1915, the American merchant neet was increased from 
thIS source by 148 vessels of 523,000 gross tons, of which 109 vessels 
of 479,000 gross tons were ocean steamers. 

10 From this point on the discussion of the wnr program and lmm~diate post-war 
Ilevelopments is lurgely a restntement, with modifications, of the material contained in 
the 1923 edition of Goyernment Aid to Merchant Shipping (Special Agents Series No. 
119), pp_ 421 to 455, followed by an original account of de,'elopments since 1923. 
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During the fiscal year 1916 additions to the American fleet from 
this source were nearly 70,000 gross tons and in 1917, 67,000 gross 
tons; so that by the time the United States entered the war the ship 
registry act had added to the American merchant marine 650,000 
gross tons, most of which tonnage was <if types especially serviceable 
for the conduct of the war. 

Soon after the 1914 law was passed the British Government de
clined to permit transfers of British ships to foreign flags except by 
its special consent in each ;particular case. This course was adopted 
in turn by the other bellIgerents and by neutral powers. In the 
meantime the sales of American ships to foreigners, which in 1915 
had been only 18,000 gross tons, increased to 102,000 gross tons in 
1916 and to 197,000 gross tons in 1917, when in February an Execu
tive order under the shipping act of September 7, 1916, l'rohibited 
both the transfer of American ships to aliens and their charter by 
aliens without the consent of the Shipping Board. While the sales 
of American ships to foreigners during these three years reduced the 
American merchant fleet by 318,000 gross tons, the prices received 
were increasing, and as a rule the moneys were invested in other ships 
or in the building of new ships. 

LAW OF OCTOBER 6. 1917 

War legislation concerning ship registry had thus far carefully 
reserved the coasting trade of the United States to vessels built 
in the United States and under the American flag. A law approved 
October 6, 1917, permitted vessels of foreign registry and foreign
built ships admitted to American registry under the ship registry 
act to engage in the coasting trade (except trade with Alaska) during 
the war and for a period of 120 days thereafter under permits issued 
by the United' States Shipping Board. The act was .passed at a 
time when the necessity of providing food and munitions for the_ 
Allies was urgent, and Its general purpose was to facilitate the coop
eration of American and Canadian ships to this end. 

Before the statutory period had elapsed Congress (by sec. 22 of 
the merchant marine act of 1920, generally known as the Jones law) 
provided that all foreign-built vessels admitted to registry and 
owned by citizens of the United States on February 1, 1920, and all 
foreign-built vessels owned by the United States Government on 
June 5, 1920, when sold to American citizens may engage in the 
coasting trade so long as they.continued in such ownership. The 
foreign-built shipping thus rendered eligible to engage in the domes
tic trade amounted to nearly 1,000,000 gross tons. This section 22 
repealed that portion of the October 6, 1917, law which related to 
coastal trade. 

REQUIREMENTS OF SEAMEN'S ACT OF 1915 

The seamen's act of March 4, 1915, had been before Congress in 
one form or another for 20 years. It was promp~ed in ;part by the 
recollection of earlier abuses and cruelty on saIlmg shIps and the 
traffic in seamen. With the disappearance of the sailing ship, how-
ever, these abuses were disappearing also. . . . 

Originally the bill was to apply only to ~encan S~llPS; but Its 
advocates were convinced that the result of Its passage III that form 
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would further handicap American ships in competition with others, 
and it had been recast so that its main provisions applied to foreign 
as well as to American ships. This necessitated notice of the abro
gation of treaties binding nations quite generally to assist, in their 
own ports, in the arrest of deserters from foreign ships. The abro
gation of treaties became effective on July 1, 1916, when the war was 
entering its third year, when the perils of the sea were increasing, 
and when the attractions of prosperous America and high wages on 
American ships naturally led to desertions from foreign ships. Sea
men of the Allied nations as a rule stood by their ships, but through 
desertions from neutral ships and admission of alien officers under 
the ship registry bill the proportion of Americans in the crews of 
American ships fell from 48 per cent before the war to 43 per cent 
in 1916 and 1917. During 1918 American ships engaged in trans
porting troops and most of the American trans-Atlantic ships en
tering the war zone were maimed by Naval Reserves and enlisted 
men of the Navy. 

The provision of the seamen's act that increasing percentages of 
the crew in each department of the ship should be able to under
stand the language of the officers had little effect in the Atlantic 
service, as the officers and crews of practically all European ships 
are of the nation and speak the language of the ship's flag. It offered 
embarrassment to some American ships on account of the large 
foreign element in their crews. Its particular effect, however, was 
to give Japanese ships in American trade an advantage in that their 
officers and crews are all Japanese subjects, while the practice of 
ships of other nations in trade with Asia is to employ Asiatics in 
the steward's department and the fireroom, while the officers are 
European. 

The provision of the bill requiring an increasing percentage of 
the deck department of ships to be men who had served three years 
in that capacity at sea operated particularly to the disadvantage of 
American ships during war conditions. The requirement under no 
conditions would have been severe on foreign ships, and it was 
rendered easier by the submarine destruction of ocean tonnage of • 
practically all nations, releasing seamen for employment. American 
tonnage, on the contrary, was expanding steadily under the Govern
ment's appropriations (see p. 38), and it became increasingly difficult 
to find men, especially Americans, with three years of sea experience. 
The able-seamen requirement was in effect suspended during the war, 
and American ships were manned, as stated, with enlisted men in 
the Navy or in the Naval Reserve and later by young Americans 
recruited by the Shipping Board. . 

PROPOSED REGULATION OF OCEAN COMMERCE 

SHIPPING ACT OF 1916 

Discussions in Congress on foreign shipping rings and conferences 
which began in April, 1911, resulted in 1916 in passage of the ship
ping act of September 7. The House Committee on the Merchant 
Marine and Fisheries was directed to study the methods of Ameri
can and foreign steamship lines, their connections with one another 
and with railroads, the granting of rebates and subsidies, and the 
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effect of pools, combinations, and working agreements upon the com
merce and ocean freight rates of the United States. The purpose of 
the investigation was' to frame legislation for the regulation of 
foreign commerce by sea in a manner analogous to the regulation of 
United States railroads by the Interstate Commerce Commission. 
In fact, when the committee made in 1914 the report on which the 
1916 legislation was based its fundamental recommendation was that 
navigation companies, firms, or lines engaged in the foreign trade 
of the United States be brought under the supervision of the Inter
state Commerce Commission as regards the regulation of rates, the 
approval of contracts entered into with other water carriers, with 
shippers, or with American railroads and other transportation agen
cies, and such other conditions of water transportation as affect the 
interests of shippers. 

" The committee had under consideration," the report stated, "the 
recommendation of a separate commission for this purpose; but it be
lieved that in view of the close relations existing between rail and 
water transportation it would be best to intrust the supervisory con
trol to the Interstate Commerce Commission." That commission, 
however, declined to undertake the work proposed, so an independent 
commission or board was established. 

INCEPTION OF THE SHIPPING BOARD 

As originally prepared, the principal provisions of the act of 
September 7, 1916, prohibited deferred rebates and other practices 
regarded as discriminatory; required common carriers by water to 
file with the board copies of their agreements fixing freights or fares, 
and required the board's approval before such agreements became 
valid; prohibited preferential fares and freights; authorized the 
board to investigate complaints against steamship companies and 
also' the laws, regulations, and practices of any foreign government 
which so operate that vessels of the United States are not accorded 
equal privileges in foreign trade 'with the vessels of such foreign 

·countries. It also authorized the board to investigate the cost of 
building ships in the United States and abroad, methods of classifi
cation of ships, the subject of marine insurance, ship mortgages, and 
the navigation laws, with a v:iew to legislation to develop the Amer
ican merchant marine. 

When the time came for Congress to act upon the recommendations 
of the committee, the war had completely changed the aspect of the 
world. The people of the United States were much concerned with 
preparedness for wal' and cared little for the regulation of ocean 
commerce, which was becoming more and more subject to the regime 
of blockade and to the perils of war. The strength which Great 
Britain and France were deriving. from their long-established lines 
of subsidized communications with their oversea dominions was man
ifest, and the value of merchant shipping as ail auxiliary to both 
the naval and the military forces of the allied nations was not over
looked by the United States Congress. The bill to establish the 
Shipping Board failed to pass the Sixty-third Congress, and when 
finally approved on Septembe~ 7, 1916, the early less~ns of ~he ':Var 
were embodied in the declaratIOns of the purposes WhICh by Its tItle 
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the bill was designed to serve, and its original purpose was wholly 
subordinated. 

GOVERNMENT OWNERSHIP AND OPERATION . . 

The outlay of the United States Goverriment upon ship construc
tion and operation from the inception of appropriations to be ex
pended through the United States Shipping Board up to June 30, 
1931, was $3,694,855,792; $79,648,869 had been returned to the United 
States Treasury, leaving a remainder of $3,615,206,923 as the net 
cost of the program of the United States Government for the 16-year 
period, less the value of Government property, various special funds, 
bills receivable, collectible note~ and other assets. This cost. does 
not include expenditures by othel" Government departments, such as 
certain sums paid under postal contracts prior to tlie passage of the 
merchant marine act of 1928. 

BEGINNING OF GOVERNMENT OWNERSHIP 

The vital feature of the shipping act of 'September 7, 1916, was 
the authority it conferred upon the Shipping Board to have con
structed in American yards (preferably) or elsewhere and to pur
chase, lease, or charter merchant vessels suitable for use as naval 
auxiliaries or Army transports or for other naval and military pur
poses and to make necessary alterations or repairs. 

On section 5 of the law was built up the system of Government 
merchant-ship building, owning, and operating. This section was 
based not on the commerce clause of the Constitution but on the 
authority bestowed on Congress to provide for the national defense. 
The operations of the board were restricted to merchant vessels suit
able for military or naval use. This restriction, however,· was one 
of principle rather than of substance, for the war was demonstrating 
that virtually all merchant ships were not only suitable but, in the 
case of some nations, indispensable for the prosecution of the war. 
In fa~t, not long after this date France requisitioned its entire 
merchant fleet. 

OPERATING CORPORATION AUTHORIZED 

The act of 1916, however, further sought to avoid, at least in form, 
the radical change involved in Go~ernment ownership. Section 11 
authorized the Shi}?ping Board to organize, under the laws of the 
District of Columbia, a corporation for the purchase, construction, 
lease, charter, maintenance, and operation of merchant vessels, with 
capital stock of not to exceed $50,000,000, of which the Shipping 
Board, in behalf of the Government of the United States, was to 
own at least a majority of the shares.17 The sale of $50,000,000 worth 
of Panama Canal bonds was authorized to provide the funds for 
the purpose, and the net proceeds of sales, charters, and leases of 
ships by the Shipping Board were to be added to these funds and 
permanently approprIated to the board to carry out the Eolicy of 
Government building and operation of merchant ships avaIlable for 
na val and military purposes. 

1: The Unlt~d Statps Shipping Board Emel"~-ency Flept Corporation, capitalisM at 
$50,000,000, was Incnrportl ted In accordance with this provision. All the stock, except 
qualifying shares of trustees, Is owned by the Shipping Board. 
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. The change in ~merican policy thus foreshadowed came to little, 
however, until the United States entered the war on April 6, 1917. 
The Shipping .Board was not actually functioning until in 1917. 
The appropriation of $50,000,000 for the building of ships at a time 
when American shipyards Ead building contracts for a merchant 
tonnage far beyond> their capacity could bring but !>cant results. 
What was needed in the United' States was more shipbuilding capac
ity, and this was being provided by the investment of private capital 
in the extension of existing yards and the establishment of new 
ones. The part taken by'the Shipping Board in war-time ship con
struction ,will be discussed later. (See p. 44.) 

BROAD"POWERS UNDER MERC(lANT MARINE ACT OF 1920 

The provisions of the merchant marine act of 1920 reflect the con
ditions and conflicting interests of the time of its consideration by 
Congress from its introduction in November, 1919, to its passage in 
June,1920. The'country had become habituated to the Government 
ownership and operatWn of meaDS of communication by sea and land 
and through the air, and the political sentiment in favor of that 
theory was. strengthened for the time being by high ocean freight 
rates and the profits of shipping. 

The merchant marine act of 1920 gave to the Shipping Board one 
of the most comprehensive grants of power ever bestowed in times 
of peace upon an administrative agency of the Government of the 
United States. Besides broad functions relating to the acquisition 
and operation of ships by the Government, general regulation of all 
commercial shipping came within its purview. ' 

The board also was authorized to exercise some supervision over 
the regulation of shipping by other branches of the Government and 
particularly to make regulations, not in conflict with law, affect
ing sbipping in foreign trade in order to meet conditions unfavor
able to American shipping arising from foreign laws or regulations 
or the practices of owners, agents, or masters of foreign ships. 
• The act repealed the authority bestowed upon the President during 
the war to requisition shipyards and ships, to prescribe charter rates 
and freight rates, to direct priority in the use of terminal facilities, 
to suspend the 8-hour law on Government contracts, and other less 
comprehensive grants of power. In most cases these grants were 
terminable at fixed dates after the declaration of p~ace, but as the 
United States and Germany were not at peace at the time, although 
hostilities Ion&" had ceased, the revocation of war powers was spe
cifically provided in the act of 1920. 

GOVERNMENT OPERATION OF SHIPS 

The merchlVlt marine act of 1920 gave ample powers to the Ship
ping Board for the continued operation. of the fleet by the Gov~rn
ment. It directed the board to determme as promptly as pOSSIble 
what steamship lin.es were desirable for. the promotio.n, development, 
expansion, and mamtenance of the foreIgn. and coastmg trade of ~he 
United States and an adequate postal serVICe, and the types o.f shIps 
and the sailing intervals needed for regular, adequate, certam, and 
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permanent service. This being done, the board was authorp;ed to 
sell or charter its ships to private persons who would undertjU/e, on 
the board's conditions, to maintain such lines. If, however, no 
American citizen would enter into the undertaking, then the board 
should itself operate such lines until the business had so developed 
that the shills could. be sold· on satisfactory terms or until it had 
appeared (WIthin a reasonable time) that the lines could not be made 
self-sustaining. Section 7 of the act alsQ required the Shipping 
Board to maintain its steamship lines the~ in operation "until, in 
the opinion of the board, the maintenance thereof is unbusinesslike 
and against the public interest." • 

Broadly the problem was to find. employment for a greatly in
creased fleet under United States registry. Since there were few, if 
any, pre-war foreign routes served by United States vessels which 
had been depleted as to tonnage during the war, there were no pre~ 
viously established routes as possible markets for the tonnage. Con
sequently the establishment of new routes became the first problem 
to be solved. 

OESIGNATED ROUTES 

l'he Shipping Board's conception of the steamship lines which 
ought to be maintained to comply with the requirements of the 
merchant marine act, 1920, was set forth in general terms in a cir
cular letter of April 28, 1923, inviting American shipowners to offer 
bids for the purchase of the Government's passenger and cargo 
steamers. The types of steamers, frequency of sailings, specific ter
minals, and other particulars were to be competitive elements €nter
ing into the estimation of the comparative worth of the bids to the 
Government. The call for bids covered 18 general routes to be main
tained from ports of the United States to ports elsewhere in the 
world as follows: .. 
1. North Atlantic _________________ United Kingdom (Great Britain and 

Ireland). 
2. Gulf and South Atlantic_________ Do . 
. 3. North Atlantic _________________ Continental Europe north.of Bordeaux'. 
4. Gulf and South Atlantic_________ Do. 
5. North Atlantic _________________ Continental Europe south of Bordeaux, 

including all Mediterranean and Black 
Sea ports. 

6. Gulf and South Atlantic_________ Do. -
7. Atlantic coast and Gulf _________ East coast of South America. 
8. ____ do ________________________ Orient and Philippines. 
9. ____ do ________________________ India and Netherland East Indies. 

10. ___ "do ________________________ Australia. 
11. ____ do ________________________ South and East Africa. 
12. ____ do ________________________ West Africa. 
13. Pacific coast ___________________ East coast of South America. 
14. ____ do ________________________ West coast of South America. 
15. North Pacific ___________________ Orient and Philippines. 
16. South Pacific___ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ Do. 
17. Pacific coast ____________________ Europe. 
18. ____ do ________________________ Australia. 

CONTROL OF TERMINAL FACILITIES 

The law of 1920 not alone contemplated the continued operation 
of the Government fleet by the Shipping Board; it also transferred 
to the board the control of the terminal facilities built or acquired 
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by the Government for military and naval purposes during the war, 
including the Hoboken piers of· the two German steamship lines. 
Later, by act of January 1,1921, the board was directed to take pos
session of and control, maintain, and develop all docks, piers, 
warehouses, terminal facilities, riparian rights, etc., acquired by the 
Government under war legislation, the transfer of naval and military 
terminals to take place at the discretion of the President. In the 
Shipping Board was also. vested the power to investigate the whole 
range of subjects involved in terminal facilities, including connections 
between steamships and railroads, harbor improvements, and location 
of docks and piers. The~ studies were to be pursued in cooperation 
with the War Department, Interstate Commerce Commission, and· 
local authorities which had hitherto been the medium through which 
the Federal and local Governments came in contact with the general 
p~oblems of transportation. 

LIQUIDATION OF GOVERNMENT FLEET 

When the merchant marine bill of 1920 was first being shaped in 
.[uly, 1919, the Shipping Board fleet comprised ~,821,000 gross tpns; 
In July, 1920, shortly after the final passage and approval of the 
act, it comprised 6,903,000 gross tons; and in July, 1921, it reached 
its maximum of 1,993,000 gross tons, or double the Government 
tonnage at the time the subject of the disposal of the Governnlent's 
fleet first began to command the serious consideration of Congress. 
The great expenditures made by the United States on shipbuilding. 
and the size of the Shipping Board fleet in comparison with the.· 
United States fleet of ocean steamers before the war made the question 
of the disposal of the Government ships more difficult here than 
elsewhere. 

In fixing prices for its ships the Shipping Board was required 
to take into consideration the prevailing domestic and foreign mar
ket price, the available supply and demand, existing freight ra~, 
and the likelihood of their maintenance, the cOst of constructing 
vessels of similar types under current conditions as well as the cost 
of the construction or purchase price of the vessels to be sold (about 
$3,000,000,000), and any oth~r factors that would influence a prudent, 
solvent business man in the sale of similar property which he is not 
forced to sell. Completion of payment of purchase price and interest 
could not be deferred beyond 15 years. The sale of ships to foreigners 
was restricted to vesselswhicn the board on investigation should 
deem " unnecessarr to the promotion and maintenance of an efficient 
merchant marine,' and whICh after diligent effort the board had been 
unable to sell to an American. In sales to foreigners the period of 
deferred payments was reduced to 10 years and an interest rate of 
5lh per cent was prescribed. 

The sale of any considerable portion of the Government fleet on 
cash terms was recognized by all as impossible, and the interest of 
the Government in the statutory prescriptions concerning mortgages 
on ships thus became of great consequence. The dif!iculties 'sur
rounding legislation on this subject, in view of the mobile nature of 
shipping and the com,Parative ease with which it can depart ou~ of 
jurIsdiction are faInihar. After much discussion a chapter of eIght 
printed pages on mortgages was embodied in the merchant marIne 
act, 1920. 

85083--32---0 
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The act also authorized the Shipping Board to sell its property in 
land, buildings, etc., as well as its ships. The net proceeds of all sales 
were to be applied, first, to working capital needed for operating the 
fleet; second, to a construction-loan fund (see p. 70) ; and, third, to 
an insurance fund (see below) to cover the Government's marine 
plant afloat and ashore. Any surplus remaining after these reser
vations had been provided for was to be turned into the United 
States Treasury. After July 1, 1921, the act retained the construc
tion-loan and insurance funds but required the Shipping Board to 
apply to Congress for an appropriation for its working capital. 

By June 30,1931,1,983 vessels and hulls had been disposed of for a 
total sale price of some $281,000,000. The remaining fleet at about 
this time had an inventory value of some $67,250,000. 

MARINE INSURANCE FUND 

Marine insurance on both hulls and cargoes is an important and 
inevitable factor in shipping and foreign trade. Before the war 
the marine risks on American ships and cargoes were placed to a 
very large extent in British and other foreign marine-insurance 
companies which had facilities for the distribution of such risks among 
many insurers. The United States Supreme Court has held that the 
regulation of insurance is not a regulation of commerce under the 
commerce clause of the Constitution, and Congress therefore is de
barred from le!rislating on the subject. War-risk insurance was 
based on the authority the Constitution gives to Congress to provide 
for the national defense. 

The antitrust laws of the United States and laws enacted by the 
various States governing the scope and action of insurance companies, 
however, made difficult the cooperation of American marine-insurance 
companies after the fashion COII1lI1on among foreign companies. 
The merchant marine act, 1920, therefore declared that the antitrust 
laws should not be construed as declaring illegal associations formed 
for the purpose of transacting marine insurance and reinsurance i,n 
the United States and in foreign countries and for reinsuring or 
otherwise apportioning among their membership the risks undertaken 
by such associations or any of their component members. 

MODEL LAW OF DISTRICT OF COLUMBIA 

Whil~ Con~ress may not regulate insurance, a marine insurance 
law for the DIstrict of Columbia was passed which was designed as a 
model fur the legislatures of the several States. This action followed 
investigations under the shipping act of.1916 (sec. 12), which author
ized the Shipping Board to exaInine into the subject of marine insur
ance, the number of companies in the United States (domestic and 
foreign) engaging in marine insurance, the extent of the insurance 
on hulls and cargoes placed or written in the United States, and the 
extent of reinsurance of American maritime risks in foreign com
panies and to ascertain what steps were necessary to develop an 
ample marine-insurance system as an aid in the development of 
United States commercial shipping. Under this authority a Ship
ping Board comInittee investigated marine insurance and recom
mended among other things hull insurance at a low cost. 
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It was proposed to organize a nonprofit corporation in the District 
of Columbia through Federal legislation, which corporation would 
offer hull insurance on ships of American registry at actual cost. 
:rhe purchaser of a Shipping B?ard vessel would be required to 
Insure the Government's eqUity ill the nonprofit corporation but 
would be free to insure his own interest where he pleased. The Ship
ping Board would insure all Government-owned vessels in this new 
company in order to give it the stability which comes from a wide 
spread of business. The company would be given a guaranty fund 
by the Government amounting to not less than $10,000,000. 

RELATIONS WITH AMERICAN BUREAU OF SHIPPING 

The rates of insurance of hulls and cargoes depend in large meas
ure on the class awarded to vessels by the ship survey and classifica
tion societies, of which up to 1920 the British Lloyd's Register and 
the French Bureau Veritas were the most widely known. These 
classification societies naturally maintain close relations with their 
respective Governments. The growth of American shipping during 
and subsequent to the war brought into great prominence and activ
ity the corresponding American classification society, the American 
Bureau of Shipping, and the merchant ma.rine act, 1920, provided 
for Government representation upon its executive committee and 
directed Government departments to recognize it as their agency. 

FUNCTIONS ENLARGED. BY LAW OF 1928 

Section 501 of the merchant marine act of 1928 considerably en
larged the scope of the Shipping Board's insurance functions. While 
theretofore the board's insurance reserve had been devoted to ships of 
its own fleet, it now, by virtue of the new act, could insure the legal 
or equitable interest of the United States in any vessel constructed 
or in process of construction and in any plants or property in the 
possession or under the authority of the board. The policy estab
lished had been to confine the proportion insured in the board's fund 
on ships sold for unrestricted service to the amount of the mortgage 
and on ships sold for restricted services to the amount of the Gov
ernment's equitable interest therein, with a graduated scale, reducing 
the amount in the fund each year so as to encourage the use of the 
private American insurance market for the balance of the required 
insurance.1S 

Under the provisions of section 501 the Shipping Board created 
an insurance fund, from transferred liquidation receipts, amounting 
to $3,500,000. Premimns totaling $700,000 were collected before the 
end of the fiscal year 1929. C~arges against t1?i~ fun<!- during the 
year for claims and losses paId and for adInimstration expenses 
totaled $428,000, leaving a balance of $3,772,000 in this fund as of 
June 30, 1929. 

As of January 1, 1930, the marine-insurance reserve, amounting at 
that time to $5,245,196, used to cover vessels owned by and operated 
for account of the Shipping Board, was combined with the insurance 
fund created under section 501 of the merchant marine act of 1928, 
creating a general insurance fund used for covering the Government's 

.. United States Shipping Board: Fourteenth Annual Report. p. 6. 
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equity in vessels sold as well as those still owned and operated for 
account of the board, which fund on June 30, 1931, had an 
unexpended balance of approximately $8,840,000. 

DEVELOPMENT OF AMERICAN SHIPBUILDING 

POSITION BEFORE 1917 

The world outlook was somewhat overcast when the American 
fiscal year opened July 1, 1914, with a discouraging prospect for 
American shIpbuilding. On that date the shipyards of the American 
seaboard were building or had under contract only 104,000 tons of 
steel vessels and the Great Lakes yards only 39,000 tons. The dis
couraging outlook was confirmed when the year ended on June 30, 
1915, as the steel ships completed and documented aggregated only 
131,000 gross tons and the entire merchant output, steel and wood, 
was only 225,000 gross tons-the lowest in 17 years. 

From this time on American shipbuilding advanced at an accel
erated pace. This growth appears at a glance in the following 
statement of the steel merchant tonnage under construction or 
contract at the beginning of the fiscal years 1914 to 1917: 

TABLE 6.-MERCHANT SHIPPING UNDER CoNSTRUCTION OR CONTRACT IN AKEIII' 
. CAN SHIPYARDS JULY 1, 1914-1917 

July 1- Seaboard 

GrM.tom 191.________________________________________________________________ 104, 000 
1910________________________________________________________________ 294, 000 
1916_ _ _ _ __ __________________________________________________________ 997, 000 

1917 _____________________________ .---------_---.--------------------- I, 6oa. 000 

PROGRESS DUB TO PRIVATE CAPITAL 

Great 
Lakes 

GrM.lom 
39.000 
16.000 

228, 000 
293,000 

Total mer
chant con
struction 

GrMl tom 
143, 000 
310.000 

1, 225, 000 
1,896, 000 

In the summer of 1915 American shipbuilders were inviting an:] 
allied and neutral shipowners were proposing the building in Ameri
can yards of ships for foreign flags, and such contracts were being 
entered into in the latter part of that fiscal year, especially by Nor
wegian shipowners whose vessels in ordinary times had been built 
in England. During the late summer and early autumn of 1916 the 
Cunard Steamship Co., the French steamship companies, and other 
foreign companies made extensive contracts with American ship
builders, whose yards were already working to capacity on the orders 
of American shipowners. 

Up to April, 1917, the ra:pid progress of American shipbuilding 
was largely the result of the mitiative of private shipowners, Ameri
can and foreign. The great expenditures which the United State!' 
Government was to make on shipbuilding had not yet entered into 
the situation. 

GOVERNMENT WAR AND POSTWAR CONSTRUCTION 

APPROPRIATIONS FOR CONSTRUCTION AND PURCHASE OF SHIPS 

War losses of merchant shipping during April, 1917, reached 8 
total of 866,600 gross tons, and the shipbuilding task intrusted to 
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the United States upon its entry into the conflict was as vital and 
difficult as any performed by any nation during the war. By the 
urgent deficiency act of June 15, 1917, Congress authorized the fol
lowing expenditures by the Shipping Board: 

1. For the construction of ships on order of the President dur
ing the period of the war to meet the necessities of the Gov
ernment and giving priority to such orders over all other ship
building contracts, $500,000,000; 

2. For purchasing, requisitioning, or otherwise acquiring plants, 
materials, charters, ships constructed or in course of con
struction, and expediting the construction of such ships, 
$250,000,000. 

These amounts were increased by the urgent deficiency act of 
October 6, 1917, to $1,234,000;000 and $515,000,000, respectively, and 
an additional $150,000,000 was provided for the purchase of other 
ships and $35,000,000 for the purchase, establishment, or enlarge
ment of shipbuilding plants. 

By the act of July 1, 1918, the general authorization for con
struction of ships was increased to $2,884,000,000, the appropriation 
for shipbuilding plants was increased to $87,000,000, an item of 
$60,000,000 to operate ships other than those of the Army and Navy 
was voted, together with $20,000,000 to acquire transportation facil
ities for shipyard employees, $55,000,000 for construction of ships 
abroad, and $6,250,000 for recruiting and training officers and men 
for American merchant vessels. 

These figures in themselves convey only partially the magnitude 
of the operations contemplated. It has been authoritatively stated: 19 

"The total value of all ocean-going ships in the world before the war 
was not more than some £300,000,000" ($1,450,000,000). This state
ment covered the 8,000 steamers by which the sea communications of 
the world were maintained. Between June 15, 1917, and July 1, 
1918, expenditures authorized by Congress for construction of com
mercial ships reached $2,884,000,000, or twice the value of the total 
§eagoing commercial fleet of the world prior to the war. 

REQUISITIONING OF SHIPS 

When the appropriations for the building of merchant ships by 
the Government became available on July 1, 1917, American ship
yards were building or had under contract 1,896,000 gross tons of 
steel merchant ships, virtually all ocean steamers. The work in 
hand was thus greater than the full capacity of the yards for an 
entire year, and there was no opportunity to buil4 merchant ships 
for the Government until new shipbuilding plants had been erected 
or established plants had been expanded. The Shipping Board ac
cordingly~ under Executive order, requisitioned all the steel tonnage 
thus building and the contracts for construction. 

On August 3,1917
1 

the Shipping Board requisitioned 431 steamers 
of 3,074,000 dead-weI~ht tons then under construction; 185 steamers 
of 1,534,000 dead-weIght tons were for United States owners, 163 
steamers of 989,000 dead-weight tons were for British registry for 

U Salter ;r A. chairman of the Allied Maritime Transport Executive. "Allied Shipping 
Control,.' Economic and Social History of the Wor1d War, British series, Carnegie En
dowment for International Peace, p. 7. 



46 SHIPPING AND SHlPBUILDING SUBSIDIES 

the Cunard Co., 34 vessels of 234,000 dead-weight tons were for 
French owners, 38 vessels of 249,000 dead-weight tons were for N or
wegian owners, and 11 ships of about 68,000 dead-weight tons were 
for ltalian7 Danish, Russian, and Japanese owners. Up to the time 
of the armIStice 282 of these requisitioned steel steamers of 1,829,000 
dead-weight tons had been completed and delivered to the Shipping 
Board, and under its own contracts the board had completed 113 
steel steamers of 644,000 dead-weight tons. 

COMPLETION OF GOVERNIIENT PROGRAM 

For the reasons indicated, the Government program of shipbuild
ing up to the Armistice of November 11, 1~18, had not made full 
headway except as ships partially built for other owners had been 
completed and as shipbuilding contracts for such construction had 
been executed. The Government appropriations for merchant ship
building had been greater than the value of the world's entire mer
chant tonnage in 1914, and the Shipping Board's construction pro
gram contemplated the building (including the requisitioned ships) 
of 2,160 steamers of some 10,000,000 gross tons (equivalent to half the 
British tonnage of that type in 1914) and also a fleet of 1,600,000 
gross tons of wooden steamers, tugs, etc. 

The Government's shipbuilding program of 1917 was cut down 
about 25 per cent following the armistice, and when the merchant 
marine act of 1920 was under discussion almost 40 per cent of the 
remaining program was uncompleted. The provisions of the 1920 
act for future construction, however, were quite explicit. The Ship
ping Board was granted full power and authority to complete or 
conclude any construction work begun under war legislation, " if, in 
its opinion, the completion or conclusion thereof is for the best in
terests of the United States." 

The decisions reached may be indicated concisely in the following 
table, summarized from the report of the United States Shipping 
Board for the year ended June 30, 1922, showing the original pro
gram of ship construction, the cancellation after the armistice, an({ 
the ships delivered to the board up to May, 1922, when the program 
was completed. 

TABLB 7.-STATUS OF UNITED STATES SHIPPING Bo.a.Jm's CoNSTBUCTION PR0-
GRAM. 1922 

Original program Canceled Delivered 

Class of vessel Number Deod· Number Dead- Number Deod· 
of weight of weight of weight 

vessels tons vessels tons YI!SSeIs tons 

Requisitioned 8teel.. •.•.•.•••.••.•.• 

1 

419 2, 963, 406 35 276, 140 384 2, 887.268 
Contract sleel. ••••••.....•.•••••.••. 1.741 11.914, 670 432 2, 1186, 975 1,309 8, 927.69S 
Contract wood .......•••••••••.•.... 1,017 11,052, 200 t28 l, 166. 950 689 l,8S5, 250 
Contract composite •••••••••••••.••. ro 175, 000 32 112;000 18 63,000 
Contract concrete ••••••••........•.. 43 S02.000 31 228, 500 12 73, 500 

Total ......................... 11,270 18, fI1I. 27lI 968 4, 770, 565 2,312 13, 638, 711 

IIcIu-= Sinh ADnnal Report. U. S. ShippIng Board, p.259. 
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The construction program was completed May 9, 1922, except one 
cargo steamer of 9,400 tons suspended. The delivery according to 
calendar years was as follows: 1917 (August-December), 50 vessels 
of 305,215 dead-weight tons; 1918 (calendar year), 533 vessels of 
3,025,806 dead-weight tons; 1919, 1,180 vessels of 6,384,423 dead
weight tons; 1920, 473 vessels of 3,129,567 dead-weight tons; 1921, 
72 vessels of 743,300 dead-weight tons; 1922 (January-May), 3 ves
sels of 39,000 dead-weight tons; iIi all, 2,311 vessels of 13,627,311 
dead-weight tons. 

SHIPBUILDING RESULTS SUMMARIZED 

The results obtained through the Government construction pro
gra~ can be measured mor~ closely by comparison with the world's 
maXImum pre-war output III 1913, when 3,330,000 gross tons were 
launched. During the fiscal year ended June 30, 1917, before the 
program was begun, 664,000 gross tons of merchant ships were built 
in American yards and were ready for trade. During the first year 
of the Government program, ended June 30, 1918, the American out
put rose to 1,300,000 gross tons, and during the second year, ended 
June 30, 1919, the American output reached 3,326,000 gross tons
virtually the pre-war maximum output of the whole world. For 
the year ended June 30, 1920, the output was 3,880,000 gross tons, and 
for June alone it attained 400,000 gross tons, the object aimed at in 
April, 1917. 

These results were obtained by employing wood and concrete as 
well as steel for hulls and by confining construction to. a few types 
of cargo ships and multiplying the output from uniform plans and 
drawings, as Great Britain had done with its 12 types of ' standard 
ships." The British standard ship comprised 42 per cent of the 
British output early jn 1918 and 76 per cent at the close, when that 
calendar year's production was 1,580,000 gross tons as compared 
with the American output of 2,200,000 gross tons. The British Gov
ernment, however, according to available records, apparently ·consid
~red the standard ships so built as entirely war material. 

In respect of the reasons for and results of the Shipping Board's 
construction program, the British chairman of the Allied Maritime 
Transport Executive stated: 

The most notable and important effort at shipbuilding; however, was not 
Great Britain's but America's. Before the war shipbuilding in North America 
was almost inSignificant, her output in 1913 being only 276,000 tons as com
pared with Great Britain's 2,000,000. She had neither the plant nor the 
experience to enable increased building to be rapidly improvised. She was, 
however, in other respects in a particularly favorable position to develop her 
bUilding resources when new ships were most required. She entered the war 
just when the intensive submarine campaign was at the height of its success 
and when merchant ships were the first necessity of the allied cause. Her 
resources in men and materials were the first necessity of the allied cause. 
Her resources in men and materials were untOUChed and incomparable. She 
was the greatest steel~producing country in the world, and, though she had not 
devoted her efforts to shipbuilding, she had resources and experience in mechani
cal work which made it easier for her to tum to this new work than it would 
have been for any other country. 

The European Allies had sacrificed everything in the earlier years of the 
war to what were then the predominant necessities, the recruiting of the 
armies, the increase of the navies, and the manufacture of munitions, and had 
committed their resources too far to render a big ellort in shipbuilding possible. 
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Now, in the fourth year, merchant ships ranked for the first time as equal and 
perhaps superior in importance. This presented an opportunity for a specific, 
appropriate, and decisive contribution by America. It was only in the fol
lowing year, 1918, that the need for combatants again took an even more im
portant place, and that it .,became clear that America's supreme contribution 
would after all be in men and not in ships. For the time the case for an 
immense effort in shipbUilding was decisive. • • • 

In April, 1917, when America declared war, there were only 37 steel-ship yards 
(with 162 slipways) and 24 wooden-ship yards (with 72 slipways). All these 
yards were fnll, 70 per cent being engaged with naval orders and the remainder 
with ships on order 'by private merchants or allied or neutral Governments. 
By the armistice there were 223 yards with 1,099 ways, of which 40 per cent 
were for the building of steel ships. In 1914 America produced only 276,000 
gross tons of merchant ships. Toward the end of 1918 she was producing 
3,000,000 gross tons. In 1919 her total production equaled her program of 
6,000,000 tons dead weight (or about 4,000,000 tons gross). 

POSTAL CONTRACf SERVICES 

Extension of steamship services between the Atlantic and Pacific 
coasts of the United States and between these coasts and foreign 
countries by means of ocean-mail contracts 20 may be considered 
broadly as taking place during four periods: 

FIrst period: From 1845 tQ 1858, based principally on the laws 
of :March 3, 1845, and March 3, 1841. 

Second period: From 1864 to 1811, based on the law of :May 28, 
18M. 

Third period: From 1891 to 1920, based on the ocean mail act of 
:March 3, 1891. 

Fourth period: Beginning with merchant marine act of May 22, 
1928. ' 

PERIOD FROlI 1845 TO 1858 

Historically the period from 1845 to 1858 is of greatest interest.11 

It was then that the rising tide of immigration into the United 
States first assumed definite shape; that the experimental operation 
of steamers by the Governments of France, Great Britain, and N or
way came to an end through transition to private control; that tM 
metal ship first made its general appearance-a development which 
became a most potent force in the decline of the American merchant 
marine and in the rise of the British fleet. In addition, settlement 
of the northwest-boundary question, the :Mexican War, and the Cali
fornia gold discovery gave powerful impetus to the establishment 
of communications WIth the Pacific coast by other means than sailing 
vessels on the long voyage around South America. 

TRANSATLANTJC SERVICES 

Entry of British mail-contract steamers into the trans-Atlantic 
service brought the question of trans-Atlantic mails between the 

, 
-A )('ngth,. dlS<.'Usslon and ~ntemporary ~mm('nt on the mall-subsld,. system In the 

United States apl>"'ar at pp. 321 to 397 of the .. Report to the United States Shipping 
Board on Attl'mpts Mode to Obtain Aid for Ameriean Ships from EarIl~at Times to the 
Year 1926," by Alexander R. Smith, Issned In 1926 b,. the U, S. Shipping Board. 

II For thoron"h and compl('te oWclal reports on the mall-subsidy situation a8 it existed 
at the height of the first period, reference ma,. be had to Senate committee report No. 

i~~k::nre~~nf~rC~;C:~':I'ii~ ~~~e l.!~ ~~7~:rd:.!~s.Send~:e T.!'f'ii:~ 
aentatlvea Execntlve Doenment No. 91, Thirt,. .... cond CongreBll, first session, Ia a report 
b)' the Secretary of the Navy traDsmlttIDg Information In respect of mall steamers, 
their coat aDd operations. 
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United States and continental Europe sharply to the official attention 
of governmental authorities. So far as speed was concerned the 
clipper ships of United States registry at this time were gene~ally 
considered the fastest means of ocean trlUlsportation. The early 
steamers made no better passage time than the fast clippers; but 
carriage of the transoceanic mails gave rise to requirements of 
dependability and regularity which could not be met by sailing 
vessels. 

British steamers soon carried all the trans-Atlantic mails, with 
the result that continental mails were transmitted through the Brit
ish post office and transshipped in British ports. At the same time 
the mails were largely open to inspection by the postal authorities, 
a practice which was ended by international agreement following the 
inauguration of United States trans-Atlantic lines. Mail rates were 
extremely high. 

GERMAN INFLUENCE ON ORIGINAL MAIL CONTRACTS 

The effect of German emigration on the establishment of the first 
trans-Atlantic steamer line under United States registry and the 
subsequent effect of the failure of this line upon the establishment 
of the North German Lloyd are too important not to be considered 
in some detail. 

The Cunard mail service from Liverpool to Boston was on a 14-day 
schedule. The Bremen post office was obliged to employ the Cunard 
Line, inasmuch as sailing vessels between Bremen and the United 
States required an average of 27 days. Thus mail and express be
tween the Continent and the United States had to pass through 
England to be forwarded on British ships. Transshipment at Liver
llool was troublesome and greatly increased mail and freight ra.tes 
that were already high. 

As an example of the virtual monopoly on the carriage of mail 
created by the British mail-steamer services, the PostmasteI' Gen

,eral of the United States on March 9, 1846, reported to the United 
States Senate that a letter weighing one-half ounce dispatched from 
Boston to Bremen by the Cunard Line was charged 42% cents, 
while an ordinary sized newspa.per was charged 61 cents. The Post
master General felt that such rates would prohibit intercourse be
tween the United States and the Continent. 

In 1845 approximately 30,000 Germans migrated to the United 
States. The Postmaster General asserted that German immigration 
would and should mean -a considerable commercial intercourse be
tween Germany and the United States, and in considering mail con
tracts for Europe, under authorization by Congre~s, he insisted upon 
direct sailings to Bremen by way of Cowes despite the preferences 
of bidders to terminate their services at French ports. 

The Bremen Senate, fully awake to the possibilities of Bremen 
as a port of entry, sent 9. T. Geve~oht to the Unite? .Stll;tes, com
missioned to cooperate With t.he U?Ited States ~uthorltles III organ
izing a direct steamship serVIce With the Contment. On behalf of 
the Bremen Senate Mr. Gevekoht offered to exempt the United 
States contract ship~ from all.por~ and tonnage charges and dut~es 
to which other vessels were subJect m Bremen; to exempt from duties 
and charges all bunker coal which was to be stored there f(}r use 
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of the contract ships; and, finally, to arrange with the Bremen 
postal authorities for especially favorable terms in the handling and 
forwarding of United States mails to continental destinations" with
out customary molestation or examination." 

FIRST TRANS-ATLANTIO CONTRACT 

By a law of March 3, 1845, the Congress of the United States 
authorized the Postmaster General to advertise for bids to provide 
for the transportation of the mails between the United States and 
foreign countries. On February 16, 1846, Edward Mills, of, New 
York, submitted a proposal to build four vessels of equal or greater 
tonnage and speed than the Cunard ships then on the Liverpool
Boston run and to operate them from New York to Bremen and 
Havre by way of Cowes, on a semimonthly basis from New York 
and alternately on a monthly basis to Havre and Bremen. The two 
vessels which were to maintain monthly sailings between New York 
and Bremen were to receive a subsidy of $100,000 each per year, 
while the two vessels which were to maintain monthly services be
tween New York and Havre were to receive subsidies of $75,000 per 
year per ship, a total of $350,000 annually for the four vessels for 
the carriage of the mails between the United States and continental 
Europe. 

The Mills bid was accepted. The original contract with Mr. Mills 
was dated June 19, 1846, for a term of five y-ears from March 1, 1847, 
but was not placed in execution until April 19, 1847. In the mean
while the contract had been assigned to the specially organized 
Ocean Steam Navigation Co., and this company had executed a new 
contract as of February 2,1847. The Ocean Steam Navigation Co. 
therefore became the first United States steamship company to 
engage in transoceanic mail-contract services. 

German Government 8upplHt of Oeean Co. 

Details of the execution of the first contract are not at hand. Ap~ 
parently Mr. Mills's bid was predicated upon the belief that the con
tract WIth the United States Government would enable him to raise 
the necessary capital with which to build the contract vessels. At 
least no advances were made by the Government to aid in the con
struction of the vessels, as was later the case with the Collins Line. 
(See p. 52.) 

Upon the failure of Mr. Mills to raise the necessary capital with 
which to build his vessels, the representative of the Bremen Senate, 
who was still in the United States, su~gested to the Bremen Senate 
that the necessary $300,000 be raised ill Germany.22 Bremen, with 
the aid of the German States, raised $289,000, which was divided 
among reliable business houses in the United States to be used for 
subscription to stock in the newly-formed Ocean Co. 

• OIBclnl Information on this transaction Is lacking, but the details as given are based 
upon statements made In two unolBcial publications, .. Seventy Years of North German 

l::f:r~8d8~~-ltt~7'~0:.~~a?c~~d h~~~r~r~~h thMu~:::~ C!,ebr.,an~!~~~ f:ab~~~i~nl~c~~: 
Untenreederet·Verbande, !i!ools nnd InteresseengemeJnscbaften." Doctor Mnrken served 
lor many years as assistant to Albert Ballin, general director of the Hamburg-American 
Mne. Doctor Murken states tbat the Bremen and Prusslan Governments participated 
&0 the extent of ,100,000 in the capitalization of the Ocean Steam Navigation Co. 
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The United States agents were instructed to pay the German Gov
ernments 6 per cent out of any dividends received. No interest was 
required if dividends were not earned. In addition to the Govern
ment fundslrivate subscriptions were taken until a sum of $534,000 
was reache. Thereupon Mr. Mills's interest was purchased for 
$50,000 and the company reorganized. 

The Waahington sailed on its first voyage from New York June 2, 
1847, arriving at Bremerhaven June 19; the second vessel, the Her
mann, sailed on. March 21,1848; The two steamers were not economi
cal of operation and used up the available funds, thus preventing the 
construction of the second two vessels. The German Governments· 
again, under the leadership of Bremen, attempted to raise further 
funds but failed, due to the revolution of 1848. 

In 1852 the mail contracts were renewed for another 5-yea1' period, 
and, despite high operating costs, the company enjoyed some pros
perous years, paying dividends of 7 to 10 per cent. The year 1858 
ended this service, as the contract was not renewed by the United 
States Government. The directors of the Ocean Steam Navigation 
Co. suggested liquidation, to which the German Governments agreed. 
The two vessels were sold June 17, 1858, to California interests for 
service in the Pacific. 

A Forerunner of the North German. LloylL 

The end of the first trans-Atlantic mail steamer line under United 
States registry was coincidental with the organization of the North 
German Lloyd, and the German influence and experience in and with 
the United States line were potent factors in the establishment of 
the German company. The following statement summarizes the 
effect of the steamer operations.28 

The Bremen merchant 1Ieet owed very much to Bremen-AInericau shipping. 
This line had started several improvements which were a benefit to all ships. 
The dredging of the Weser had made progress, the railway from Bremen to 
Hannover had been completed more quickly (it was opened on December 12, 

'1847), and, most important of all, Bremerhaven had, at great expense, received 
adequate harbors for ocean steamers. . 

So it happened that, when the Ocean Steam Navigation Co. dissolved in 
1856-57 and Bremen merchants resolved to organize their own Bremen-New 
York line as a substitute, they found their road already paved. In his Memoirs 
Duckwitz writes that the Ocean Steam Navigation Co ... had blazed the trail 
for a later enterprise; the experience they had gained. had taught their suc
cessors what to do and what not to do to achieve better results." The stream 
of passengers and freight was already beaded for Bremen. Mail conditions 
were regulated, mail contracts with this line had been closed in all directions, 
so that through this line, even though it was now given up, the foundation had 
been laid on which others could continue to build. 

After 10 years of activity the American company, in which German interests 
were centered, had ceased to exist but had become the forerunner of the great 
Bremen shipping compan:\" the North German Lloyd. 

THE COLLINS LINIil 

The first steamships to equa~ and exceed th? rec,!rd ma~e ~Y the 
British Cunarders were the ShIPS of the Collms Line, bUIlt In the 
United States and operated under United States registry. The Col
lins Line had its inception in a Government mail contract (1847), 

.. Seventy Years of North German Lloyd, 1857-1927, p. 17. 
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the ships being built after the contract was concluded and after 
funds had been advanced by the Government for that purpose. Thus 
both the construction and operation of the ships of the Collins Line 
were dependent upon mail-contract subsidies. 

E. K. Collins had been a bidder in connection with the Bremen 
service which became the Ocean Steam Navigation Co. However, his 
bid specified Liverpool as the outward terminal, and, since the policy 
of the Post Office Department at that time seemed to be the estab
lishment of direct services to the Continent, the Collins bid was not 
considered. 

The original Collins bid was made on March 6, 1846. It covered 
sailings twice a month between New York and Liverpool during eight 
months of the year and monthly sailings during four months, for an 
annual payment of $385,000.24 The bidder proposed to build five 
1,000-horsepower vessels of not less than 2,000 tons each, four to be 
completed in 18 months. 

On March 3, 1847, the Collins bid was accepted by act of Congress 
in the following language: "That from and immediately after the 
passage of this act it shall be the duty of the Secretary of the Navy 
to accept, on the part of the Government of the United States, the 
proposals of E. K. Collins and his associates, of the city of New 
York, submitted to the Postmaster General, and dated at '\Vashington, 
March 6, 1846, for the transportation of the United States mail be
tween New York and Liverpool." Originally payment was to be at 
the rate of $19,250 per round voyage between New York and Liver
pool for 20 voyages annually, but by act of Congress of July 21,1852, 
this was raised to $33,000 per round voyage for 26 voyages annually, 
or a total of $858,000 per annum. By the same law Congress reserved 
the power to terminate the increased compensation at any time after 
December 31, 1854, upon six months' notice. 

ConstruOtiOfl ad1XlllW68 

Following the original act of March 3, 1847, Congress authorized 
advances for the construction of vessels. Various sums. advanced at 
sundry times amounted in the aggregate to $385,000, repayable in 10 
annual payments deducted from amounts due the contractors under a 
10-year contract.25 No interest was charged on these advances for 
nearly two years. 

Only four of the five vessels proposed were built. These were the 
Atlantic, of 2,845 tons, which entered service April, 1850; the Pacific, 
of 2,707 tons, which entered service May, 1850; the A1'ctic, of 2,856 
tons, which entered service October, 1850, and the Baltic, of 2,723 
tons, which entered service November, 1850. Improvements in ma
chinery, changes while under construction, and expensive passenger 
accommodations increased the cost, until the aggregate for the four 
ships reached $2,944,143-an average of almost $265 per gross ton, a 
third to a half again as expensive as the ships of the competing 
Cunard Co. 

The Cunard Co.'s virtual monopoly had resqIted in trans-Atlantic 
freight rates of about $35 per ton. The ,entry of the Collins Line 

.. Veto message to House of R~presentatives. President Franklin Pierce, Mar. 3, 1855. 
• H. Doc. No. 281. July 14, 1854. 
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created a rate war w~ch brought freight rates down to less than $20 
per ton. The Collins steamers excelled the Cunard steamers in 
speed and obtained the greater portion of the passenger traffic 
thereby; in 1852 the Collins Line carried 50 per cent more passengers 
to New York and 30 per cent more passengers to Liverpool than its 
competitors, its ships crossing in less than 10 days. During 1852 the 
average time saved by the Collins ships in crossing was 14 hours-,- a 
margin which proved important enough to induce the Cunard lJO. 
to build two more ships, which were unsuccessful in maintainina 
the speed records set by the Collins vessels. b 

The Collins Line remained in operation eight years. Bad luck, 
the dramatic loss of two ships with lar~ loss of life, and other ad
verse factors brought the Collins operatIons to an end in 1858. 

President', l1eto me88age 

On March 3, 1855, President Pierce filed with the House of Repre
sentatives his veto message in disapproval of a bill that had been 
passed by Congress to continue the increased compensation which 
the line was then receiving. This message contains a brief outline 
of the Collins operations and the Government's contribution to the 
venture and states that from the beginning of the operation of the 
line to the close of the fiscal year 1854, $2,620,900 was paid to the 
Collins Line by the United States Government, while postal receipts 
for the same period were $734,000, showing a subsidy of $1,886,000. 
The total sum paid therefore amounted to about 90 per cent of the 
cost of the vessels ($2,944,143). 

The main argument of the President's message was that the com
pensation paid to the Collins Line was sufficient; that if the in
creased compensation were continued permanently the public inter
ests would not be properly protected; that, generally, the privileges 
bestowed upon the contractors were without corresponding advan
tages to the Government. 

• A significant paragraph in the message, and one that indicates a 
source of opposition to the trans-Atlantic subsidies, was the follow
ing: 

To provide for making a donation of such magnitude and to give the arrange
ment the character of permanence which this bill proposes would be to deprive 
commercial enb>rprise of the benefits of free competition and to establish a 
monopoly in violation of the soundest principles of public policy and of doubt
ful compatabillty with the Constitution. 

ATLANTlC-To-PAClFIC SERVICES 

The establishment of mail steamer services from New York to 
Panama and from Panama to the Oregon territory provides one of 
perhaps the only two instances in the history of the United States 
(the other beina the movement to Alaska a half century later) where 
the central Go;ernment was actually faced with the con.dition. of 
large numbers of citizens taking up residence in regions With which 
there was no safe and reasonably rapid communication ex.cept by sea. 
This condition has repeatedly been encountered by foreign .govern
ments in connection with emigration of large numbers ?f the~r popu
lations to national colonies or to regions where the natIOnal mterests 
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involved demanded that adequate communications be maintai 
between the home country and the newly established community. 

The extraordinary migration caused by the discoveries of g 
in California and the consequent growth of settlement and busll 
in that region gave rise to an increased demand for services for 
conveyance of passengers, mails, and merchandise. Sailing s1 
made record passages around South America and various stean 
entered the Panama trade, but the requirements of regularity : 
dependability appeared to demand the stability of Governm4 
contract services. 

NEW YOBK·NEW OBLEANB-CHAGBEB LINE 

The contract for the -Atlantic portion of the' first intercoa 
service was concluded on April 20, 1847, to continue in force fo] 
years. It provided for the establishment of a line of steamen 
not less than 1,500 tons, to be built under supervision of the N 
Department and to be powered with 1,000-horsepower engines; 
vessel of not less than 600 tons might be built. Two of the ves 
were required to be completed by March 1, 1848, and the entire: 
was to be in operation by October 1, 1849. The business of 
ships was to transport the mails between New York and New Orle 
twice a month, touching at Charleston, Savannah, and Habana; : 
between Habana and Chagres twice a month. This contract 
originally concluded with A. G. Sloo and by h:iJn transferred 
citizens of New York on August 17, 1847. The annual compensaj 
for this service was $290,000. 

Difficulty was encountered in connection with the acceptanCE 
the vessels, the Navy Department holding that they were not 
to specifications. Thus the first ship built, the Ohio, was place< 
the line in September, 1849, but because it was not coppered as sti 
lated was not accepted by the Navy Department until January, 1: 
The first ship to be' accepted was the Georgia, in January, 1850. 
third vessel, the Falcon, tendered as a temporary vessel, was 
accepted, but nevertheless initiated the mail service in Decem1 
1848. The line was paid the full contract price for the service un 
an opinion rendered by the United States Attorney General ba 
UPo? performance of mail service rather than completion of ve 
eqUIpment. 

Revenues a.n4 operating costs 

The company was known as the United States Mail StealllShip ~ 
and by 1852 was operating a fleet of nine steamers, only two of wlJ 
met contract specifications. The voyage accounts of the Heet sho' 
that the principal ship, the Georgia, was under command of Lil 
D. D. Porter, who rose to fame as Admiral Porter, and that 
cost of the vessel was $464,487. During April-September, 1852, 
Georgia consumed 7,363 tons of coal costing $44,178; consumed I 
visions to the value of $74,237; incurred a wa~e bill of $16,651, 
approximately $2,800 monthly, and repairs or $11,862; a total 
~1~6,9~~. The Ge0'l'gia's earnings were: 3,213 passengers carr] 
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valued at $3,227,492 at a rate of nine-tenths of 1 per cent, or $29,047; 
a total revenue of $157,117. The Falcon earned $141,000 during the 
same period at an operating expense of $76,000. The entire fleet 
for the 6-month period earned $836,879, at an expense, including 
insurance but not including capital charges of interest and depre
ciation, of $746,326. To revenue for the half year should be added 
one-half of the annual mail pay, of $145,000, making a total revenue 
of $981,879. There was,. therefore, a gross profit of $235,553. If 
depreciation and interest· charges of 12 per cent are applied to the 
cost of the fleet (approximately $2,806,000), a capital charge of about 
$168,000 results, thus leaving a net profit of the entire operation of 

. $67,553 for the half year. . 

LINE BETWEEN PANAMA. AND ORlOOON 

The Pacific extension of the intercoastal mail line became known 
variously as Aspinwall's Line and the Pacific Mail Line. Contract 
for this service was concluded with Arnold Harris, of Arkansas, on 
November 16, 1847 and transferred to William H. Aspinwall and 
associates, of New York, November 191' 1847. The contract provided 
for monthly mail services between Panama and Oregon by at least 
three steamers, two of not less than 1,000 tons and one of not less 
than 600 tons, for an annual compensation of $199,000. The steamers 
were to be approved or rejected before leaving the port of New 1;'" ork. 
The service was considered as beginning in October, 1848, for a period 
of 10 years, and included the delivery and taking of mails at San 
Diego, San Francisco, Monterey, and Astoria. Following this ar
. rangement the assignee and his associates applied to Congress for 
additional compensation, and by a law of March 3, 1851, the Post
master General was authorized to increase the trips of the Pacific 
line to semimonthly sailings and to increase the compensation to 
not more than $348,250. 

The total cost of the fleet placed in the Pacific service was $1,555,-
069. The cost of steamers placed in service on both the Atlantic and 
'the Pacific by the contracting companies was $5,124,777. Against 
this the Government advanced, in various amounts and at various 
times, a sum equal to one year's mail pay under the original con
tracts, so that a total of $489,000 was advanced to the two companies. 

Up to the middle of 1852 compensation paid for the services from 
New York to Oregon amounted to $1,607,087, while the receipts from 
postage over the same route were $930,478.21 

Compzetion of Panama Raillway 

The principal result of the establishment of the intercoastal lines 
by way of Panama was the saving in time. Mail was transl?orted 
from New York to San Francisco in 26 days before comple~lOn ?f 
the Panama Railway. Five .hundr~d t!ool?s were sent t~ Cah~o~ma 
by this route "and reached theIr destmatlOn m 35 days, whIle a SImIlar 
operation by Cape Horn probably would have reqUIred many months. 
(The transport Leanngton required seven months and one day from 

fir Idem, p. 13. 
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New York to San Francisco.) The possibility of reduction in time 
in concentrating the small numbers of the United States military 
forces was therefore considered as adding materially to their 
efficiency. . 

Establishment of the steamer services proved a great stimulus to 
the completion of the Panama Railroad. The overland route across 
the isthmus had had such an evil reputation for fevers and tropical 
diseases that migration and commerce generally moved around Cape 
Horn, but when the gold rush to California began the time element 
became so important that many of the gold seekers used the Panama 
land route despite its hardships. 

The Panama Railroad had been in process of promotion since 
1828, the last concessionaire failing in 1848. Following this failure 
the assignees of the Pacific mail contract, headed by William H. 
Aspinwall, obtained a franchise for the construction and on April 7, 
1849, the Panama Railroad was incorporated with a capitalization of 
$1,000,000, afterwards increased to $5,000,000.28 The railroad was 
completed in 1855 and proved a boon to contracting steamship com
panies. One of the subscribers to shares in the venture was the 
Royal Mail Steam Packet Co.. (See p. 247.) 

WEST INDIES SERVICE 

On May 10, 1851, a contract was concluded between the Postmaster 
General and M. C. Mordecai, of Charleston, S. C., for the transporta- . 
tion of mails between Charleston and Habana by way of Savannah 
and Key West. This contract provided for services twice a month 
each way for an annual compensation of $50,000. 

END OF FIRST PERIOD 

Almost fJ:om the very inception of the mail-contract system in the 
United States opposition arose against it in Congress. The prin
cipal organized objection to the mail-contract system may be traced 
to the sailing-ship interests, which believed that the competition set 
up by Government-subsidized steamer lines would prove ruinous to' 
their operations. To this charge the subsidy advocates in Congress 
replied that if the United States Government did not promote steam 
communications the natural force of the development of the steam
ship would displace the sailing ship. However, in the years imme
diately preceding the Civil War the growing objections to the mail
contract system by encouragement of steamer lines would in all 
probability have been offset by the increased interest in steam navi
gation by the shipping communities had not other factors developed. 

The lines to the West Indies, to Panama, and to Oregon were not 
subjected to foreign competition as were the trans-Atlantic lines and, 
having, under the restrictions imposed by the coastal laws, a virtual 
monopoly on the carriage of passengers and goods between ports of 
the United States, although not between such ports to or from 
Panama, were able to survive the loss of the difference between pre
vious subsidies and mail pay. 

• Long, W. Rodney: RallwaY8 of Central America and the West Indies. Po 123. 
Issued 89 Trade Promotion Series No. 5 by the Burean of Foreign and DoDlEStie Com
merce, Washington, D. C. 
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LAWS COVERING FIBST MAIL-SUBSIDY PERIOD 

The acts of Congress authorizing the development or ending of 
the first period of mail contracts by ocean steamers are as follows: 

July 2, 1845: Authorized Postmaster General to conclude con
tracts for carriage of mails by sea to foreign countries. 

:March 3, 1847: Ordered Secretary of the Navy to accept Collins 
proposals. 

July 10, 1848:. Further authorization for Secretary of Navy. 
:March 3, 1851: Regulations for Postmaster General. 
July 21, 1852: Increased services and compensation with re-

strictions. . 
July 5, 1854: Further restrictions. 
:March 3, 1855: Reduction in amount of appropriations. 
June 14, 1858: Abrogation of the 10-year clause in mail 

contracts. 
October 14, 1859: Provided for notice of complete abrogation of 

contracts. 

SUBSIDY PAYMENTS DUBING FIBST PERIOD 

:Meeker's History of Shipping Subsidies gives the total expendi
tures for postal subsidies during the first subsidy period as: 

TABLE S.-TOTAL UNITED STATES EXPENDlTUBES FOB POSTAL SUBSIDIES, 1847-1858 

1 I '\ I 

Lin. Period Amount Lin. Period I AmOllDt 

New York-Bremen _________ 1847-1857 $2,000,000 Ne .. York-P8II8IDB.. _______ 1848-1858 ~ $2,900,000 
Ne .. York-Havre ___________ 1852-1857 750,000 I Astoria-P8Daw"-__________ 1848-1858 i 3, 750,000 
N ... York-LiverpooL ______ 185(H858 4. 500, 000 CbarIoston-Haban&. ____ m l848-1858 I 500, 000 

Total ___________________________ 114.400,000 

PERIOD FROl\1 186( TO 187.7 

• The second mail-contract period resulted in the extension of 
steamer services under United States registry to South America and 
to China and Japan. The latter service was provided by the Pacific 
Mail Steamship Co., which company remained in existence until 1925, 
with a temporary suspension of service following the enactment of 
the seamen's law of 1915. 

SERVJCB TO BRAZIL 

Ocean-mail steamship service between the United States and Brazil 
was established under an act of Congress approved by President 
Lincoln on May 28, 1864. This law authorized the Postmaster Gen
eral to unite with the Imperial Post Office of Brazil in the establish
ment of monthly direct mail services by means of steamers of not 
less than 2,000 tons, touching at St. Thomas and at Bahia, Pernam
buco, or other Brazilian ports considered necessary. It was provided 
that the expense was to be divided between the two countries and 
that the portion of the United States should not exceed $150,000 
annually for 12 round voyages. 

The same law provided for the lettinO' of the contract by public 
bidding, and that both Governments sho~d accept the same proposal 

85083-32~ 
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but subject to separate contracts, each Government to be responsible 
for its own contract only. Vessel equipment tendered for perform
ance of the contract was made subject to the app'rovalof the Secre
tary of the Navy. The contribution of the BraZIlian Government to 
the annual compensation of the contractor was $100,000. 

The contract ran for 10 years and expired on September 30, 1875.29 

Various presidential messages recommended consideration of con
tinuation of mail-contract steamer services to Brazil, and in 1879 
some agitation took J?lace in Congress in favor of such services but 
without result. BrazIl entered into another contract with the United 
States & Brazil Steamship Co. for a period of 10 years on a monthly 
basis? paying the contractor $110,000 to $120,000 annually.so Follow
ing thIS period the line was discontinued in 1893. 

SERVICE TO CHINA AND .JAPAN 

On February 17, 1865, Congress authorized the Postmaster General 
to invite proyosals for the conveyance of mails between San Francisco 
and China (touching at Honolulu) and Japan, with a monthly serv
ice by vessels of at least 3,000 tons and subject to approval by the 
Secretary of the Navy. Expenditure for this pu~se could not 
exceed $500,000 annually, and the contract was liIDlted to United 
States citizens. _The contract concluded with the Pacific Mail Steam
ship Co. was for 10 years from January 1,1867. 

The requirement for calls at Honolulu was withdrawn two years 
later in favor of a branch line to be operated by the contractor 
between the Japanese port of call and Shanghai. At the same time 
proposals were invited for direct monthly services between San 
Francisco and Honolulu, with 1,000-ton vessels. The annual expendi
ture was limited to $75,000 and the contract awarded to the Cali
fornia, OreO'on & Mexican Line for a period of 10 years. 

In 1872 the Pacific Mail Steamship Co. proposed a semimonthly 
service to China and. Japan in the form of a monthly service alter
nating with the service already established. This was authorized to 
become effective October 1, 1873, for an additional annual sum df 
$500,000, making a total of $1,000,000 for the China services of this 
company. . 

Under the original contract the Pacific Mail built four wooden 
side-wheelers, luxuriously fitted out but obsolete in design. Later 
some iron steamers were added. Under the additional contract the 
company built the Oity of Peking and the Oity of Tokio, 5,000 gross 
ton vessels. Before these vessels were completed, however, the sec
ond contract was abrogated by the law of March 3, 1875.81 

OTHER PROPOSED SERVICES 

On July 27, 1868, the President approved an act which gave a 
15-year monopoly to the Commercial Navigation Co. of New York 

It President Grant's Seventh Annual Message to Congress, Dec. 7, 1875 . 
•• Speech of Representative Nathan Cole, of Missouri, in the House on Senate 'amend

ment February, 1879. 
81 Forty-third Congress, first session: S. Rept. No. 286, Committee on Commerce report 

on resolution of the Legislature ot California, remonstrating against granting additional 
"ubsldy to tbe Pacific Mall Steamsh Ip Co. 

Forty-third Congress, second session: S. Rept. No. 674t .Commlttee of the Judiciary. 
Forty-third Congress, 1Irst session: H. Misc. Doc. 1'0. 255, Committee on Appro

prlatioDs. 
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for the conveyance of mails weekly or semiweekly from New York 
to .Queenstown, Southampton, and Bremen. The company was to 
build seven iron vessels and was to receive inland and sea postage up 
to an amount of $400,000, after which only sea postage was to be paid 
up to $600,000 annually. . 

The Postmaster General refused to conclude the contract con
sidering it against the best interests of the mail service to redu'ce the 
outward European mails from four sailin!!S a week to two. A con
tract for carrying the mails four times a w~ek for these postage rates 
was offered the company, but this was not taken. 

Two other lines were proposed, one from New Orleans to Cuba 
and one to Australia, neither of which was instituted. 

LAWS COVERING SECOND MAlL-SUBSIDY PERIOD 

The following acts of Congress relate to the second period of 
American ocean~mail contracts: 

May 28, 1864: Authorized Brazilian contract. 
February 17, 1865: Authorized China and Japan services. 
February 18, 1867: Special provisions relating to services. 
March 2, 1867: Provisions of services. 
July 27, 1868: Authorized mail conveyance monopoly to Com

mercial Navigation Co., New York. 
June 1, 1872: Authorized semimonthly schedules in the China 

service, and doubled annual payments to Pacific Mail Steam
ship Co. 

March 3, 1875: Complete abrogation of second Pacific Mail 
Steamship Co. contract. 

SUBSIDY PAYMENTS DUBING SECOND PERIOD 

The total expenditures on the contracts in force during the period 
1864 to 1877 approximated $6,500,000, of which $1,500,000 went to 
the Brazil Line, $4,580,000 to the Pacific Mail SteaIDShip Co., and 
$-i25,000 to the Honolulu service. 

PERIOD FROM 1891 TO 1920 

In the decade from 1890 to 1900 the United States became a colonial 
power. Events in 1892-93 resulted later in the annexation of Hawaii; 
the Spanish-American War led to the acquisition of the Philippines 
and Porto Rico in 1899. 

Coincidentally with these developments there was much agitation 
in favor of encouragement of shippin~; the United States for the 
first time became conscious of its politIcal positi~n ~ world a~,!-irs 
and the growing necessity for overseas contact by ShIPS for politIcal 
as well as for purely commercial reasons. It is interesting to ob~erve 
tliat when these necessities became obvious the only form of dIrect 
aid in the establishment of overseas communications taken by the 
Government was the policy adopted by all other governments in the 
maintenance of overseas communications with communities o,f politi
cal affiliation with the home country, namely, the o<:ean ~ail contra~. 

During 1890 and 1891 Congress had under conSIderatIOn two dis
tinct types of aid to shipping. One was of a general bou~ty natu;6-
the granting of payments to vessels for work done or mIleage sailed, 
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a direct aid to shipping as an industry. This policy failed of adop
tion. The other proposed policy was the establishment of communi
cations through vessels of United Sta~s registry, thus indirectly aid
ing the establishment of shipping lines of required performance and 
regularity. 

OCEAN MAIL ACT TO 1891 

The policy adopted by Congress rested on the ocean mail act of 
March 3, 1891. This piece of legislation, with modifications, re
mained· on the statute books until repealed by section 414 of the law 
of May 22, 1928. The ocean mail act of March 3, 1891, authorized 
the Postmaster General to conclude contracts for not less than 5 noil' 
more than 10 years for the conveyance of mails by sea between the 

. United States and forei!m countries, Canada excepted. 
The law was designed' primarily for the promotion of ocean mail 

services, it being stipulated that the letting of mail contracts should 
be in a manner to "best subserve and promote the postal and com
mercial interests of the United States, the mail service on such lines 
to be equitabll distributed among the Atlantic, Mexican Gulf, and 
Pacific ports.' Penalty clauses for nonperformance and reduction 
in payments for reduction in voyages were included, and the law 
specifically provided (sec. 5) that contract vessels should not receive 
any other subsidy or bounty from the United States Treasury. 

The ocean mail act of March 3, 1891, contemplated four classes or 
types of vesselst with different rates of compensation for each class.s2 

Thus ships of the first class, comprising iron or steel screw steamers 
of not less than 8,000 gross tons, capable of maintaining a speed of 
20 knots, were allowed $4 per mile on the outward voyage; those of 
class twol iron or steel vessels of at least 5,000 gross tons, capable of 
maintairung 16 knots, were allowed $2 per mile on the outward 
voyage; those of class three, iron or steel steamers of not less than 
2,500 gross tons, capable of maintaining a speed of 14. knots, were 
allowed $1 per mile on the outward voyage j and those of class four, 
iron or steel or wooden steamers of not less than 1,500 gross tons, 
capable of maintaining a speed of 12 knots an hour, were allowed 
$0.66% per mile on the outward voyage. All vessels of the first three 
categories were subject to approval by the Secretary of the Navy 
before being employed under mail contracts and were required to be 
suitable for mounting and working at least four 6-inch guns. 

Later, bya law of March 3, 1917, the provisions of the ocean mail 
act of March 3, 1891, were enlarged to include vessels of at least 
35,000 gross tons and of 30 knots speed, payment of $8 per mile on 
each outward voyage being authorized . 

. ROUTES ESTABLISHED UNDI!:B 1891 LAW 

On July 15, 1891, the Post. Office Department invited proposals 
on 53 lines-10 to Great Britain and the Continent, 27 to South 
America, 3 to China and Japan", ~ to Australia and the Pacific islands, 
7 to the 'Vest Indies, and 2 to Mexico. However, bids were received 
and contracts awarded for only 11 routes, as follows: 

• The bill proposing the act of Mar. 8. 1891, carried ml1en~e allowances one·thlrd 
higher than those finally enacted, n8IUely, ,6, ,3,. '1.50, and ,1, respectively, tor the 
various vessel classes. 
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1.'ABLII 9.-FmBT MAn:. CoNTB.Acr& AWARDED UlmER LAw 01' 1891 

ElfecUve date of conCraet Termini 
1 Life of !OO;:t, 

---I-------------I------------------~ 

tra;.~ I~~_::::::::::::::::::: ~:r'.,.'t~ ~:._.::_=::::::::::::::::::::::i 30 
36 
42 
44 
47 
57 
58 
M 
t;7 
119 
70 

5 
10 
10 
10 
10 
10 
10 
10 
S 
S 
S 

Feb. I, l892... _______________________ New York-ColoD ______________________________ -' 
Do _____________________________ San Francisco-PlI1Il>IIIL-______________________ , 

;;~I~~~~~~~~~~~~~~~~~~~~~~~ ~Fr;l~;s~~~~~~~~~~~~~~~~~~~~i 
NOvD~_~::::::::::::::::::::::: ~:: ~:~:~:::::::::::::::::::::::::::::: 

In 1894 only four of these contracts were in force, namely, routes 
36,57,69, and 70, and only three routes were in operation. Service 
on route 57, New York to Southampton, had not yet been instituted, 
but began in 1895. 

The report of the Post Office Department for 1899 shows five 
routes in operation, the new one being No. 74, Boston and Philadel
phia to Jamaica, which began service January 1, 1899. Service on 
the other four routes, which had been interrupted by the war in 
April, 1898, was resumed in October, 1898. However," on route 36 
the service has been resumed only partially, as one of the steamers 
has been purchased by the Government and the company has not yet 
been able to replace it. -Consequently, only two trips a month are 
now being made on route 36, instead of three trips as required by the 
contract. " 

In 1902 the contract on route 36, New York to La Guaira, expired 
and was replaced by two contracts, namely, route 36, New York to 
Cabello, Venezuela, every two weeks by third-class vessels, for 10 
years; route 37, New York to Maracaibo, Venezuela, once every two 
weeks in vessels of the fourth class, for 10 years. The contracts on 
routes 69 and 70 also expired in 1902 and new contracts were awarded 
commencing November 1, 19Q2--.{)n route 69 for 10 years and on route 
70 for 5 years. 

One new contract was awarded in 1905, 'making a total of eight 
routes in operation._ 

In 1907 route 75, San Francisco to Sydney, New South Wales, sus
pended performance, but in 1912 a 10-year contract was entered into 
for service in 16-knot vessels from San Francisco to Australia, thus 
reestablishing on the Pacific a regular mail service under the Ameri
can flag. Contracts to Mexican ports via Habana and to Venezuela 
which expired in 1912 were renew£:d for 10 years. . 

In 1913 only six contracts under the provisions of the ocean mail 
act of 1891 were in force, as follows: 

Route 36: New York to Puerto Cabello, Venezuela, once every 
two weeks, in vessels of 14 knots. 

Route 37: N ew York to Maracaibo, Venezuela, once every two 
weeks, in vessels of 12 knots. 

Route 57: New York to Southampton, England, 52 trips per 
year, in vessels of 20 knots. 

Route 69: New York to Vera Cruz, Mexico, 52 trips per year, 
in vessels of 15 knots. 
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Route 74: Boston to Port Antonio, Jamaica, 52 trips per year, 
and from Philadelphia to Port Antonio, 52 trips per year, in 
vessels of 12 knots. 

Route 80: San Francisco to Sydney, Australia, 13 trips per year. 
in vessels of 16 knots. 

CONTl!.AOl' PAYMENTS UNDEB 1891 LAW 

The total contract payments made under the provisions of the 
ocean mail act of 1891 are shown in Table 10. 

TABLE 10.-PAYMENTS ON CoNTRACTS UNDER LAW OJ' 1891 

Fiscal year ending 
June 30-

Total pay
ment. I 

American 
Lice, New 

York to Ant-

S~~U:aa,::~ 
ton 

Oceanic Co., 
San Fran

cisco to 
Sydney 

New York&: Red D Lice to Venezuela 
Cuba Mail 1------;---
Co., New 
York to 

Vera Cruz 
New York 
to Puerto 
Cabello 

New York 
to Mara

caibo 

1892_________________ $82,075 ______________ $55, 000 ______________ $27,075 ___________ _ 
1893_________________ 222,355 ______________ 56,000 $85,068 81,287 ___________ _ 
1894_________________ 453,854 $188,720 56,000 130,104 79,030 ___________ _ 
1895_________________ 484,392 220, 258 55,000 130,104 79,030 ___________ _ 
1896_________________ 777,162 512, 028 66,000 130,104 79,030 ___________ _ 
1897_________________ 1,104,072 757,680 .135,000 130,104 81,288 ___________ _ 
1896_________________ 882,606 680,800 136,000 102,582 6!1,224 ___________ _ 
1899_________________ 752,146 485,674 136,000 87,570 42.902 ___________ _ 
1900_________________ 967,074 647,278 136, 000 130,104 64,192 ___________ _ 
1901.________________ 845,862 528,538 133,272 127,602 56,450 ___________ _ 
1902_________________ 1,144,299 662,184 283,203 130,104 53,528 $15,280 
19030._______________ 1,176, 343 660, 672 283, 203 130,104 63,315 39,049 
1904_________________ 1,209,617 690,483 283,203 132,606 60,880 42,445 
1905_________________ 1,200,637 662,688 299,862 130,629 63.315 44,143 
1906_________________ 1,252,563 762,638 249,885 130,884 63,315 45,841 
1901.._______________ 1,062, 638 691,224 133, 272 130,884 63,315 44, 143 
1908_________________ 970,488 737,016 ('l 130,884 58,445 44,143 
1909_________________ 955,556 737,536 I' 130,884 42, 993 44, 143 
1910_________________ 912, 103 676, 480 ') 133, 401 63, 173 39,049 
1911_________________ 884,648 646,472 ') 130,884 63,149 44,143 
1912_________________ 829,217 670,672 ') 150,884 63,210 44,451 
1913_,_______________ 1,059126 626,650 201,916 124,288 62,972 43.300 
1914_________________ 1,071,092 673,998 201,916 97,566 62,972 34,640 
1915_________________ 1,096, 210 714, 178 201,916 69, tOO 65, 394 45,032 
1916_________________ 1,090,918 665,952 248,512 74,336 60, 650 41,568 
1917_________________ 1,069,254 639,342 279,576 60,158 55, 706 34,~72 
1918________________ 907,412 509,692 248,512 55,752 60,550 32,906 
1919.._______________ 317,989 (I) 170,852 72,013 38,752 36,372 
1920_________________ 533,928 198, 288 186, 384 60,398 03, 134 35,724 
1921_________________ 469,008 150,624 170,852 60,298 50,862 36,372 1922 _________ • _____ . _ 242, 136 _-'____________ 186, 384 65,762 _________________________ _ 

1923 _________________ 1 __ 288.......:._968_:.-_--_-_--_--_-_--_--_-: __ 2_70'..:..-384_~--1....;8,-684_1-----------------------1_---------------_--
Total. _ _ ______ I 26,316, 4481 16, 697, 7661 4,854,104 3, 264, 325 1,813, 038 787,216 

I Does not Include the following payments on contracts which had lapsed prior to 1921: (0) From San 
Francisco to Tahiti, by tbe Oceanic Steamship Co. from 1902 to 1912 the paymonts aggregating $421,666 
for the whole period; (b) from New York to Babana, by the New York &: Cuba Mail Steamship Co. from 
1903 to 1913, the payments aggregating $I,42:!..074 for the whole period; (c) from Boston and Philadelphia to 
Jamaica by the American Mail Steamship ,",a. from 1909 to 1914, the payments aggregating $1,469,841 for 
the whole period. Inclusion of these sums brings the total to $29,630,929. 

, Discontinued and resumed. . 
I Steamers taken over by the Navy Department. 

RESULTS OF 1891 ENA<1l'MENT 

The ocean mail act of 1891 has not generally been considered a 
great stimulant to United States shipping. It is noticeable that 
only a few contracts were even bid upon. The law nevertheless did 
specifically result in the construction of two famous trans-Atlantic 
lmers (the St. Louis and the St. Pmul) and assisted materially in 
the establishment of the American Line. 
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When the law was passed on March 3, 1891, the British Inman 
Line, owner of the Oity of New York and the Oity of Paris, applied 
for their transfer to United States registry in order to make the 
ships eligible for mail pay, and offered, as an inducement, to build 
two more vessels in United States shipyards.. Upon the death of 
Mr. Inman, the Inman Line was offered to the International Navi
gation Co., operating steamers between Philadelphia and Antwerp 
under the Belgian flag. By act of Congress of March 10, 1891, 
Congress granted registry to the Oity of New York and the Oity 
of Paris, and the International Navigation Co. ordered two new 
steamers, later named the St. LUIJIis and the St. P~, from William 
Cramp & Sons, Philadelphia. 

The Americtm -Line'8 famoo8 fleet 

The British-built Oity of New York and City of Paris were the 
first twin-screw ships in the trans-Atlantic trade; they were driven 
by two sets of triple-expansion engines developing 18,400 i. h. p., 
with 9 boilers carrying 150 pounds working pressure; both entered 
service in time to profit bY'trans-Atlantic travel to the Paris Expo
sition in 1889. The Oity of New York was the first ship to make 
the run from Sandy Hook to Queenstown in less than 6 days, doing 
the passage in 5 days 19 hours 57 minutes in 1892. Later, the 
Oity of Paris, with its superior speed, did the westward passage 
from Queenst<>wn to Sandy Hook in 5 days 14 hours 24 minutes. 

Launching of the St. Low November 12, 1894, attracted national 
attention, as this ship was .the largest vessel constructed on the 
American Continent up to that time. The St. PUIIil was launched 
April 10, 1895. They were the first trans-Atlantic ships built in 
the United States since the 3,000-ton Pennsylvania, Indiana, Ohio, 
and Illinois left the ways 20 years previously. American design, 
American material, and American labor were employed through
out. The ships were built and protected as cruisers and carried 
bunkers for a cruising radius of 19,000 knots, or 66 days' steaming. 
The International Navigation Co.'s service became known as the 
American Line. 

This quartet of historically important passenger ships served 
through the most turbulent period of the North Atlantic passenger
ship competition. That they were able to remain in competitioJ;l 
with British and German shipbuilding craftsmanship was due, at 
least partially, to the provisions of the ocean mail act of 1891, 
although the general financial background of the company _ was 
materially strengthened by the operation of its Red Star Line 
vessels under Belgian registry. 

MERCHANT MARINE ACT OF 1920 

Under section 24 of the merchant marine act of June 5 1920, 
the United States Shipping Board and the Postmaster General 
jointly were req.uired to determine reasonable rates of compensa
tion for vessels III commercial or postal service, and the Postmaster 
General was authorized to enter into contracts, within the limits 
of appropriations made therefor, for the conveyance of mails at 
such established rates. 
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This is the first instance of a broad provision of law by whicl 
other than suitable mail services were contemplated. In the word: 
of section 5 of the act: "The board and the Postmaster General 
in aid of the development of a merchant marine adequate to pro 
vide for the maintenance and expansion of the foreign or coastwis4 
trade of the United States and of a satisfactory -postal service iI 
connection therewith, shall from time to time determine the just ane 
reasonable rate of compensation to be paid for such service." Sec 
tion 7 authorized the Postmaster General, notwithstanding the ocear 
mail act of 1891, to contract for the carrying of the mails ovel 
" such lines and at such price as may be agreed upon by the boarc 
and the Postmaster General." 

OONTBAOT PAYMIilNTS UNDER 1920 LAW 

Expenditures under the provisions of the merchant marine aei 
of 1920 are stated in Table 11. 

TABLlilll.-PAYMENTS ON CONTRACTS UNDER LAw OF 1920 

I 
American Dollar Export Grace Munson 

Year Total pay· So~tb Steamsbip Steamship Steamship Steamship 
meuts Afr!can Line Coryora- Corpora. Line 

------1----1 Line bOD bon 

1924.............. $247,852 I ........................................................•... 
1925.............. 302,874 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
1926... •••..•••••• 451,561 •••••••••••• •••••••••••• $25,000 •••••••••••• $123,687 
1927.............. 1,669,718 $55,000 $406,416 100,000 $243,646 538,584 
1928.............. 1,912,982 65,000 440,284 200,000 307,638 6'13,888 
1929.............. 216,966 16,000 15,000 16,666 12,818 40,992 

TotaL..... ,,801,9531 135,000 861,700 341,666 564,002 1,277,151 I 

Ocesnlc 
Steamship 

Co. 

$247,115! 
302,87' 
302, 87~ 
326, 17: 
326, 17: 
116,494 

1,622,~ 

The coming into force of the merchant marine act of 1928 (dis. 
cussed below) accounts for the smaller 1929 payments under the 
1920 enactment to be noted in Table 11. 

PERIOD FROM 1928 TO JUNE 30, 1931 

MERCHANT MARINE ACT OF 1928 

By an act of May 22, 1928,88 Congress authorized the negotiation 
by the Postmaster General of ocean·mail contracts with shipping 
lines in the foreign trade for the purpose of carrying overseas mails 
at rates prescribed under Title IV of the aet. The law further pro· 
vides that the Shipping Board may from time to time make recom· 
mendations to Congress in respect of requirements for vessel 
replacements in the commercial fleet.84 

The official processes by which ocean· mail services under the act 
may be established are, first, certification by the Postmaster General 
to the Shipping Board of the ocean·mail routes which in his opinion 

II Like Its predecessor, tbe mercbant marine act of 1928 was a broadly drawn laW," 
nutborizatlon to tbe Postmaster General to conclude ocean·maU contracts was but one ° 
Its provisions. See p. 70 of this present report . 

.. Tbe mercbant marine act of 1928 wns amended in 1929 to Include tbe word .. com· 
merce" as well as .. mall" (sec. 402) i also to extend mall-contract benefits to CanadiaD 
porta (secs. 401, 402, 404). 
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should be established; second, certification by the Shipping Board as 
to required vessel equipment for service upon such routes; third, 
conclusion by the Postmaster General of contracts with United States 
citizens, under competitive public tender, for ocean services between 
any ports of the United States and other's ports between which for
eign v~ls may trade, the general principle of public bidding 
governmg.1I6 

• 

Immediately after the act of 1928 became operactive the Postmaster 
General certified to the Shipping Board, as essential ocean-mail 
routes, 27 itineraries, and the Shipping Board certified the necessary 
equipment to the Postmaster General. These routes were advertised 
and bids invited by the Post Office Department. Subsequently 25 
contracts were awacrded to successful bidders. 

In 1929 the President appointed an interdepartmental committee 
to advise with the Postmaster General in the administration of ocean
mail contract awards. In his letter to the Secretary of Commerce 
appointing this advisory committee President Hoover stated: 

It is the intention of the law that these contracts should be used in such 
foshion as to upbuild and strengthen the merchant marine both for the present 
and for the future, The Postmaster General feels that the question involves 
many problems which a1lect tile merchant marine and 'upon whiCh it is desirable 
that he should have the considered advice of other interested branches of the 
Government. 

I am therefore appointing a committee comprising yourself as chairman, with 
a membership consisting of the Postmaster General, the Secretary of the NavY, 
and Chairman O'Connor of the Shipping Board-tbis committee to consider and 
make recommendations bearing upon this question. 

I may mention that it would be desirable to appoint a subcommittee of experts 
in the various departments for the preparation of detailed material for submis
sion to the committee. 

Since formation of the Interdepacrtmental Mail Contract Commit
tee all applications for ocean-mail-contract certifications and prob
lems arising out of mail contracts have been referred to it for 
consideration and recommendation. 

Before making any recommendation to the Post Office Depart
ment for the certification of additional mail-contract routes the 
Interdepartmental Mail Contract Committee had prepared an analy
sis of the ocean-borne trade of the United States as of the year 
1928, to determine what were the primary movements of traffic in the 
foreIgn-trade routes of the nation. This study was completed in 
October of 1929." With this definite knowledge of the primacry 
movements of traffic by .. broad geographic areas, the committee has 
recommended to the Post Office Department from time to time since 
October of 1929 the certification of some 21 additional routes, cover
ing which 16 contracts have been awarded (to June 30, 1931) and 
others are pending . 

• The 1IIlssissippi Shipping Co •• although Dot the low bidder. _a awarded """an-mall 
eontract No. 35 (New Orleana to Bahia Blan",,). This award W88 pursuant to a 
reeolution (No. 190) ~ by both Houses of Congress JUDe 21. 1930 . 

• 0ce8D Routes in United States Foreign Trade. Losued as Trade Promotion Series 
No. 86 by the Bureau of ForeigD and Domestic Commerce, Washington. 
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oLABSIFlOATION OF VESSELS 

In order to detetmine the amount to be paid to vessels operating 
under 5hese contracts the vessels are divided into seven size and speed 
groups, with a maximum compensation authorized for each group, as 
shown in the following table: 

TABLE 12.-VESSEL C~SSIPICATION AND MAXIMUM ALLOWABLE.PER :MaE PAY
MENTS UNDEB LAW OF 1928 

Maximum Maximum 

II 
Minimum Minimum payment Minimum Minimum payment 

(vermile per mile Class speed, tonnage, . oullward Class speed, tonnage, (outward knots I· gross-tona voyage lqlots 1 gross tons voyage 
only)' ouly)' 

I. ............ 24 20,000 $12. 00 5: .••••• , •.•.. 13 8,000 $4.00 
2 ••••••••••••• 20 16,000 10.08 6 •• · ••••••••••• 10 4,000 2.50 
3 ••••••••••••• 18 12,000 8.00 7.' ••.•.•..•.. 10 2,000 1.50 
4 ••••••••••••• 16 10,000 6.00 I 

1 The classification of 8 VIlssei may be based upon its speed without reg .... d to its tonnage if the Postmasl er 
~~r~;!.!f. of opinion that speed is especiallt hnportant on the particular route on which the vessel is to be 

, Additional compensation is authorized for vessels of more than 24 knots speed, such additional compen· 
sation being propertional to that authorizad for 24-knot vessels. Additional compensation may likewise 
be made in respeet of Joint air and ocean services. 

PROVISIONS OF OCEAN·MAIL CONTRACTS 

The 41 contracts between the Post Office Department and Ameri
can steamship companies for the transportation of ocean-borne for
eign mails have varied requirements providing for permanency of the 
services undertaken, the construction of new vessels, substitutions for 
and/or betterments to present equipment. These data are shown in 
Table 13, which summarizes the salient features of each contract, 
noting the required schedure of sailings and the approximate gross 
tonnage and estimated cost of the ships to be constructed. 

, 
TABLE 13.-PBOVISIONS OF OCEAN MAIL CONTRACTS LET PRIOB TO JUNE 30, 1931. 

Company Route 

Eastern Steamship Lines (Inr.) •• __ {~~:~~ :~ ~~r.fog~~~==:==:==:t=== 
Do'-•••••••••••••••••••••••.•• _ New York to Yarmouth •••••• _ ••• 

{
New York to COpenhlllOOIl, Hel-

American Scantio Line............. singfofSJ and Leningrad. 
New YorK to Murmansk •••••••••• 

United States Lines ' •••• _ •••••••••• New York to Southampton ••••••• 
Do_ ••••••••••••••.•••••.••••••• New York to Hamburg ••••••••••• 
Do ••••••• _ ••••••••••••••••••••• New York to London ••••••••••••• 

Export Steamship Corp............ New York to Mediterranean and. 
Black Sea. 

Service 

New construction, re· 
conditioninl1, andl 
or substitutIOns I 

~~I---....----
year Total 

gross 
tonnage 

Estimated 
cost 

158 .••••••••• _ ••••••••• _. 

~ } 11, 000 $8, 000, 000 

40 } 40, 669 3, 013, 510 
12 

16-62 106, 000 
52 60,000 
52 40,000 

122 62, 000 

60,000,000 
21,860,139 
14, 500. 000 
18, 4.00, 000 

1 The requirements Included In these estimates are for 2 class I, 11 class 2, 12 class 8, 14 class .. and 21 
class 5 new vessels. Also 28 class 5 and 7 class 6 vessels to be reconditioned or substftuted. 

, Performance under oontraot not undertaken as or June 30, 1931, pending completion of construction 
prop,ram. 

I Contract Is for five years. Extension for additional five years conditioned on substitution of two ships. 



67 

TABLII 13.-PllQVIBII7NS 01' OCEAN MAlL CoNTBAO'l'S LET PRIOR TO JUNI!I 30, 
1931-Continued 

Company .. 
Roosevelt Steamship Co. (Inc.) , __ _ 
South Atlantic Steamship Co _____ _ 

Munson Steamship Line __________ _ 
G""", Steamship Co., __________ ~ __ 
Atlantic'" Carihbean Steam Nav. 

Co. 
Colomhian Steamship Co.' __ • _____ _ 
New York'" Cuba Mail Steam

ship Co. Do' ____________________ • ______ _ 
American Line Steamship Corp.' __ United Fruit Co.'. ___________ • ____ _ 
American South African Line (Inc.)_ 

American West African Line. __ " __ _ 
Gulf M.ail Steamship Co __________ _ 
Lykes Brothers Steamship Co __ " __ 
Mississippi Shipping Co __________ _ 
United Fruit Co.' _________________ _ 
Tampa Inter-Ocean Steamship Co. 
American West African Line • ____ _ 
Tacoma Oriental Steamship Co ___ _ 
American Mail Line ___ • ________ ~ __ 
Stat89 Steamship Co ______________ _ 

Do ___ • ___________ • ____________ _ 
Dollar Steamship LIn89_. _________ _ 

Do _______________ • ____________ _ 
Oceanic & Oriental Navigation Co_ Do _______________________ • ____ _ 
Oceanic Steamship Co_. __________ _ 
Oceanic & Oriental Navigation Co. Do •• __________________________ • 
G""", Steamship Co ••• ____________ _ 
Pacific Argentine Bradl Line (Inc.)_ 
Panama Mail Steamship Co.' _____ _ 

Ullited Fruit Co __________________ _ 

New York'" Porto Rico Steam
ship Co." 

Route 

Baltimore to Hamburg. _________ "_ 

Savannsh to Liverpool and Br&-
men. 

New York to Buenos Mres_: ___ ~ __ 
New York.to Valparaiso ________ _ 
New York to.Maracaibo _________ _ 

New York to Puerto Colombia ___ _ 
New York to Hahana.. ___________ _ 

New York to Ve';' Cruz_~. _____ •• 
New York to Balbo"-____ : _______ _ 
New York to Port Limon. ___ •• __ • 
New York to -Cape Town and 

Beira. 
New York to West Africa ________ _ 
New Orleans to ProgreIIOo _____ • __ _ 
Galveston to Santo Domingo_ •• __ _ 
New Orleans to Bshia Blanca .• __ . 
New Orleans to Puerto Colombia. 
New Orleans to Spain ___________ •• 
New Orleans to West Africa... ____ • 
Tacoma to Dairen, ManiIa. ______ _ 
Seattle to Manila. ____________ • __ • 
Portland to Manil"- _____________ • 
Portland to Dairen __________ • ____ • 
San Francisco to Manila_. _______ • 
San Francisco to Colombo ___ • ___ _ 
San Francisco to Dairen __________ • 
San Francisco to SaigoD-_________ _ 
San Francioco to Sydney _________ • 
LOG Angeles to Auckland _________ _ 
LOG Angeles to Melbourne _______ • 
Tacoma to Valparaiso. ___________ _ 
San Francisco to Buenos Aires. __ _ 
San Francisco to Puerto Colom-

bia (Habana effective Dee. 31, 
1931). 

San Francisco to Puerto Ar· 
muell ... 

San Juan to Santo Domingo _____ • 

New constPoction, re
conditio~, andl 
or substitutIons ,selvi~ 

:~I---""'I'-----
year . ~~ Estimated 

tonnage cost 

52 { 41,250 
24,000 

36 1D,000 

52 15,000 
62 22,000 

52 6,678 
.. 26 20,526 

62 21,600 
12 16,494 

20 15,900 
36 3,235 
76 3,537 

36-52 { 19,600 
10,000 

52 14,400 
32 10,000 
8 16,494 

24 10,000 
26 ----------
24 10,600 
12 6,300 
26 

'--92~iiOO-26 
1~19 16,000 
17-21 16,000 

17 60,000 
12 ----------12 ----------
17 9,000 
18 23,000 
26 18,000 

$9,220,000 
7,000,000 

150,000 

4, 500, 000 
10,000,000 

1,:roo, 000 
6,587,226 

10,575,000 
3,900,000 

900,000 
75,000 

100,000 
300,000 

3,900,000 
7,050,000 
3,900,000 
3,900,000 

750,000 

-----6oo~iiOO 

300,000 

--3~ iiOO~ iiOO 
3,000,000 
3, 900,000 

25, 500,000 
------------
---4,"ii5~iii9 

114,000 
8, 230, 038 

52 21,600 10, 575, 000' 
52 _____________________ _ 

I Performanee nnder contraet not nndertaken as of Inne 30, 1931, pending completion of construction 
program. 

, Ori!tinal fleet consists of v89Sels rebnilt for this service. 
I Estimated cost of new tonnage taken from construction loan records. 

Eacb vessel to be approximately 5,000 gross tons. 
, The company substituted a vessel wbich it already owned for alower.cJass vessel. 
, The vessel reqUired was bnilding before contract was awarded. 
, The new construction required by this contract is depeudent upon tbe earnings of tbeline. 
" Contract is for 3 years and II mont.bs only, beginning Aug. I, 1928, and ending June 30,1932. 

CONTRACT PAYMENTS UNDIm 1928 LAW 

The estimated amounts payable by the Post Office Department 
under these 41 contracts are shown in Table 14. The estimates are 
based upon the requirements and conditions of the contracts as of 
June 30,1931. The effective dates of the contracts, the amounts paid 
for the fiscal year ended June 30, 1930, the sums to be paid for the 
fiscal year ending June 30, 1938, and the total expenditures for the 10-
year duration of contracts in force as of June 30, 1931, are given. It 
Will. be noted that during the current life of these 41 contracts present 
estimates indicate an outlay by the Post Office Department approach
ing $300,000,000. 
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TABLE 14.-ESTIMATEIJ COST OF OCEAN MAIL SERVICES UISDEB CONTBoACTB LET PRIOR 
TO JUNE 30, 1931 

Amount Estimated 
amount to 

Route Effective paid Cor be paid Cor fiscal year 
No, Line date oC ended fiscal year 

contract June 30, ending 
1930 June 30, 

19381 

« Munson Steamship Line................... Aug. 1, 1928 $1,225,212 $1. 253, 200 
5 Export Steamship Corp ......................... do........ 1.447,460 2,332, 713 
6 Amerlcsn South African Line............... Oct. 1, 1928 314, 488 322, 764 
8 Grace Steamship Co ........... ~ ...•...•••.. Aug, 1, 1928 692, 184 1, 399, 366 

10 New York'" Porto Rico Steamahip Co .......... do........ 47,084 ........... . 
15 Eastern Steamship Llnes... .................. Aug. 16,1928 225, 624 299,568 
16 American Scantic Line...................... Oct. 1, 1928 534. 940 946, 504 
17 American West African Line .••.•...••••••• _ ••.. do ... __ ... 261. 265 367,665 
18 Atlantic'" Caribbean Steam Nav_ Co._ ......... do........ 372, 419 410,488 
19 Colombian Steamsblp Co ................... Apr. 1, 1930 66, 236 658, 710 
20 New York'" Cuba Mall Steamship Co..... Oct. 1, 1928 441.192 616, 720 
21 Do ..................................... __ •.. do........ 419,536 419,536 
22 Gulf Mail Steamship Co.................... lune 1, 1929 22, 962 74, 660 
23 Lykes Brothers Steamship Co_._ .......... Oct. 1, 1928 271,932 421,499 
24 Oceanic Steamship Co ........................... do........ 692, 886 1,358,130 
25 Doilsr Steamship Co .• _ ................ _ .•••.• do........ 1, 262, 664 1,813,056 
26 Admiral Oriental Line ........................... do_...... 1,070.634 1,427,712 
27 Dollar Steamship Co ........................ __ .. do._..... 1.141. 296 1, 492, 464 
28 States Steamahip Co_ ........................... do .. _.... 399,540 479,448 

~ I oce~yc&orieiii8iN.-avii .. iio,;·cii.::::::::: :::::~~:::::::: 1:: ~~ ~ ffi: 
31 Do .......................................... do .. _.... 210. 960 210. 960 
32 American Line Steamship Corp ............ Apr. 1, 1929 370. 208 418,496 

~ I ~~~f~/l::~!\~!~m~H1Pe~~~~~::::::: .~~dO.:~~~. =:~ ~~ 
~ ¥.::!P8~1~~:~n~a~ip·co.:::::::::::: i~: t l:~ .... si8;7Oii· m ~ 
37 PaD8ma Mail Steamship Co ................ July 1, 1930 ............ 1,043, 744 
38 Grace Steamship Co ............................. do._...... ..•••••••••• 270,300 
39 United Fruit Co_ ............. _ .... _ ..... _ •...••• do........ ............ 773, 632 
40 Do .......................... _ ........... Mar. 21.1932 ............ 742, 872 
41 Do .............. __ ._ ................... 1 Mar. 21,1933 ••••••••• _.. oos. 904 
42 United States Lines ••• __ ••••••••••••••••••• 1' Mar. 13, 1933 •• __ •• ______ 2,233,464 
43 Do ••••••••• _____ •...•.•..••.•••.••• __ •• Mar. 1,1931 •••••••••••• 1,753,008 

:: I' Ta~~·i,;ier:ooo;,iis·tii&UiSii;'p·co::=:::::::1 tJi~ ~ l= ____ ~~~_ I, ~~ ~ 
46 Roosevelt Steamsh:fc CO •••••••••• _ ••••••••• 11Uly 1,1931 •• ________ •• 1,275,144 

~ ~::~~ '6~nt1t :..'*~To,;·co::::::::::'.~~:dO'~.~~. :::::::::::: ~~~ 
49 Do •••••••••••••••••••••••••••••••• __ ••• : ••••. do .••..... __ ••.•.•..•• 418, 626 
62 Eastern Steamahip Llnes •••.••••.....•.•• _.! May 1,1933 •• _ •••• ___ •• 308, 620 

TOtal •••••••••••• __ ••••••••••••••••••• : •.••••••••• _ ••• !I3, 086. 441 i 30, 804, 386 

PIIlNDING CONTRACTS 

Estimated 
total Cor 
l().year 
term of 

contract 

$12, 674, 140 
19,881,084 
a. 050. 266 

12,682,930 
178, 488 

2, 756, 784 
S. 222, 328 
a. 217, 686 
3, 969, 779 
6, 908, 005 
6, 932, 372 
4, 195,360 

538, 791 
a. 852. 217 

11,262,756 
15,896,516 
12, 880, 442 
12, 199, 336 
4, 374, 813 
2, 068. 802 
1,711,545 
2, 100,600 
4, 120. 576 
a. 529, 615 
3, 042, 584 
7,994.236 
3,924,247 
9,076,032 
2, 703, 000 
7,101,700 
7,042, 998 
S. 352, 153 

20. 935, 516 
17,411,232 
11. 043, 584 
4,938, 847 

12, 751.440 
1.441,452 
3, 50\\, 040 
3, 957, 006 
3, 086. 200 

282,426,~ 

Besides the 41 services for which ocean-mail contracts under the 
1928 act had been let prior to June 30, 1931, there were several which 
were being operated for the account of the United States Shipping 
Board. Two of these services, the Mobile Oceanic Line and the 
American Diamond Line, had already been certified by the Post 
Office Department to the Shipping Board as essential. 

The contract proposed for the Mobile Oceanic Line, east Gulf 
ports to United Kingdom and continental European ports, cont~m
plated the complete reconstruction of 10 vessels now a part of that 
company's fleet, increasing their speed to 13 knots and providing 
refrIgerating facilities. It is estimated that the contract will repre
sent an outlay by the Post Office Department of approximately 
$8,300,000. The contract contemplated for the American Diamond 
Line's service, North Atlantic ports to Antwerp and Rotterdam, will 
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require the construction of five class 5 vessels and will entail an 
outlay of some $11,000,000 by the Post Office Department. 

In addition to these two services, for which advertisements had 
been issued inviting bids, there were others for which Post Office 
contract proposals were pending on June 30, 1931. One of these was 
the proposal of the Gulf-Pacific Redwood Line for mail-contract 
service from Puget Sound to Tampico, Mexico. This service had 
been certified by the Postmaster General, and the advertisements 
were being prepared. The contract contemplated will require the 
construction of three vessels and the reconstruction of two and will 
cost the Post Office Department about $3,880,000 in mail pay. 

lI.E8ULTS OF 1928 ENAOl'MENT 

In discussing the activities of the Post Office Department in a 
national r!ldio address the Postmaster General, to whose jurisdiction 
is allocated the responsibility of administering ocean mall contracts, 
stated :87 . 

In 1928 Congress passed a law the purpose of which is to restore our merchant 
marine to a footing of equality with the commercial fleets of the other great 
maritime nations. This law, which is known as the Jones-White Act, authorized 
Government loans to American shipping companies for the constl'Uction of fast 
and modern ships, and it empowered the Post Office Department to enter into 
long-term contracts with such companies for carrying the mail on important 
trade routes, the compensation to be based, not upon the volume of mail carried, 
but upon the si2e and speed of the vessels used and the length of the route 
served. 

This, of course, is ship subsidy, the purpose of which is to compensate 
American shipowners for three things:· First, the much higher costs of ship 
constl'Uction in this country, by comparison with construction costs in foreign 
shipyards; second, the higher wages of American seamen; and, thil'd, the sub
sidies which other nations provide for their own vessels.· The direct object 
of the subsidy paid by our Government to American shipowner.s is, in other 
words, to equalize the costs of constructing and operating merchant ships 
between American and foreign operators, so ·that ships of the United States 
can compete for both cargo and passengers on substantially equal terms with 
other maritime nations. * * * 
• Under the provisions of the Jones-White Act, the Post Office Department has 

so tar awarded 41 contracts for ocean-mail service on trade routes from Amer
ican ports. These contracts provide compensation at mileage rates for the 
transportation of the mails, but they also require the shipping companies to 
build a large number of new vessels to be placed in service on the respective 
trade routes. The fleet to be launched under this program will consist of 
about a hundred fast cargo and passenger ships, the equal of any vessels afloat 
under foreign flags. It will aggregate about 900,000 gross tons and will cost 
the shipping companies approximately $300,000,000. It is being built in Amer
ican shipyards, by American labor, out of American materials. Twenty-four 
vessels have been completed under this program and are already in service, 
while 24 more are on the ways at various shipyards. . 

During the fiscal year ended June 30, 1930, the department paid out on ocean
mail contracts under the Jones-White Act the sum of $13,000,000. During the 
current fiscal year, its ocean-mail payments will reach about $19,000,000; they 
will amount to about $23,000,000 in the fiscal year 1\132. Ultimately, the annual 
payments on ocean-mail contracts will reach a sum not less than $30,000,000 a 
year. The aggregate mail pay for the l()..year term covered by the existing 41 
rontracts will amount to about $280,000,000 .• 

., Postmaster General W. Jj'. Hrown. JUlie (I. 19~1. 
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CONSTRUCfION-LOAN FUND 

Section 11 of the merchant marine act of 1920 authorized the Ship
ping Board to set aside during a 5-year period certain funds (not to 
exceed $25,000,000) derived from revenues from sales or from securi
ties taken for deferred payments on sales, such funds to be known as 
a construction-loan fund. On June 6, 1924, Congress enacted amen
datory legislation in respect of the administration of this fund, ex
tended the original 5-year period for another five years, and pre
scribed interest rates of 51A, per cent for any period during which a 
vessel on which a loan had been advanced might be inactive or under 
construction and of 4lh per cent during the emploYment of the vessel 
in the foreign trade. The benefits of the fund were further extended 
to the reconditioning of vessels built in the United States and to con
struction in navy yards as well as in privately-owned shipyards. 

By a law of March 4, 1927, the 5-year limit upon the building up 
of the fund was removed, the authorized amount increased to $125,-
000,000, and the fund made revolving. The loan limit under the 
first two legislative acts was placed at not to exceed two-thirds of the 
cost of the vessel. 

Section 302 of the merchant marine act of 1928 authorizes a further 
increase in the maximum amount of the construction-loan fund, it 
being provided that through credits or appropriations the total sum 
of the fund may be extended to $250,000,000. 

LOAN TERMS 

PerWd olloan.-Loans may be authorized for a period of 20 years. 
The principal is payable in equal annual payments prescribed by the 
instruments, unless repayable within 2 years, or the principal may 
be repaid at any time upon 30 days' written notice to the board. 

Rates 01 interest.-Annual interest rates as originally provided in 
the 1928 act were: Not less .than 51A, per cent on inactive vessels or 
"Vessels exclusively operated in the coastwise trade; for vessels in the 
foreign trade the rate to be the lowest rate of yield to the nearest 
one-eIghth of 1 per cent of any Government obligation bearing a 
date of issue subsequent to April 6, 1917, except postal-savings bonds, 
and outstanding at the time the loan was made by the board. The 
Secretary of the Treasury certifies these rates to the board. 

As of February 2, 1931, the foregoing provisions were modified to 
provide that during any period in which the vessels are operated 
exclusively in coastwise trade or are inactive the rate of interest shall 
be fixed by the board, but at not less than 51A, per cent per annum. 
"Durin~ the period in which a vessel is being constructed, equipped, 
reconditIOned, remodeled, or im~roved and/or during any period in 
which such a vessel is operated m foreign trade the rate shall be a" 
fixed by the board, but provided, however, that on all contracts 
hereinafter entered into the interest rates shall be not less than 3% 
per cent per annum." . 

If a vessel securing the benefits of a construction loan be operated 
exclusively and under enrollment in the coastwise and/or intercoastal 
trade for more than three months in any calendar year, the board 
collects the difference between the low rate of interest charged and 
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5* per cent per annum during the period of construction, equipment, 
reconditioning, remodeling, or improvement. 

Loan limit.-Loans may not be authorized for more than 75 per 
cent of the cost of construction or reconditioning of vessels, the 
board taking as security a first mortgage on the vessels under the 
ship-mortgage provisions of the-act of 1920. An insurance policy on 
the vessel in favor of the board is also required. 

LOANS AUTHORIZED 

Under provisions of the several acts creating the construction-loan 
fund the Shipping Board authorized, between May 22, 1923, and 
June 30, 1931, loans to the aggregate of $145,131,165. The construc
tion of 56 new vessels of 584,310 gross tons had been undertaken, and 
19 vessels of 157,407 gross tons had been reconditioned or converted 
with the aid of the construction loans. 

Interest rates charged on vessels in the foreign trade vary from 4* 
to 5* per cent for the loans authorized previous to the passage of the 
1928 act; for those authorized under the 1928 act before the amend
ment of February 2, 1931, some interest rates as low as one-fourth of 
1 per cent have been charged, although generally above 2% per cent. 
Loans authorized subsequent to February 2, 1931, are at the rate of 
3% per cent for vessels engaged in the foreign trade. 

Table 15 summarizes all loans made from the construction-loan 
fund prior to June 30, 1931, noting the borrower, the name of the 
vessel, type, gross tonnage, cost to the owner, and amount of loan. 
The table shows the loans approved prior to the act of 1928 and those 
approved subsequently. 

TABU: 15.-Lo.uls MWI!lI'BOM CoNSTRUCTION-LoAN FUND TO JUNE 30, 1931 

LOANS AUTHORIZED \~BIOR TO MAY 22. 1928 

Borrower Name of vessel Type of Gross Cost to Amount of 
vessel tonnage owner loan 

•• w~ 

American Line Sleamship California.. __ H·~' _____ P_ and C-' __ 
CoD~~~~ ________________ V~Jf~_L _______ do ____ _ 

"oJ Cherokee Seminole Sleamship Algonqoin __ L~K ________ do ___ _ 

~~~~::::::::::::::::: ~!:::1:::=H:tf::: :::::~:==:: 
~ i::n.:,. SJ:.,:~~rp C~~~~ =::J:6~~-:::: :::::~~_=::: "" Do ________________________ Ne .. York ___ -'.1.t1' ________ do __ _ 
"J Genera1 Molorsbip Corpora- Clevelander (ex. Twin Motor barge 

" tio~:. _______________________ D;~J,;.' r..i:3 Twin _____ do ___ _ 
Citi ... )_ I , .. 3 • r- I 

'" Roht_ E_ Lee Steemsblp C<> ____ Roht_ E_ IM.-.!! ...... - P. and C-' __ 
Ne .. York'" Miami Steem- lroquoi&-L~-'-7------- _____ do ___ _ 

abifo~~~~~ ___________ Shawnee __ l.:.'.,)' ___________ do... __ _ 
Nova Scotia SteamshiP Cor- Yarmoutb_L~.L)' ___________ 00 __ _ 

~~____________________ EvangeIiue.1.!;'~-----, _____ do.. ___ _ 

Total. new v......m _______________________ 1 _________ _ 

20,325 

20,T13 
6,9t6 

5,896 
5,896 
7,057 
4,989 
4,989 
1,480 

1,480 

5, 184 
6,lIl9 

6.lIl9 
5,043 

5,(H3 

106,478 

I- $5, 948, 837 

J &..791, 511 
,1, 92f, 34/i 

'1,964,151 
'1. 964,517 
-2,4M-IIM 
-1, 953, fi03 
.1,888, 065 

403,648 

404,692 

. 1,697,930 
- 2,394. 7411 

- 2,398, 929 
_ 2,016,056 

- 1,861,821 

36,067,816 

$2, 1166. 500 

3, 309,000 
953,500 

1,309,000 
1,309,000 
1,462,500 

912,500 
912,500 
200,000 

200,000 

1,000. 000 
1, 197,000 

1,199,000 
Il00,000 

Il00,000 

18,629, 500 
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TA.BLI!I I5.-LoANS MADE FROY CONSTRUCTION-LoAN FuND TO JUNE 30, 1931-Coll. 

LOANS AUTHORIZED SUBSEQUENT TO JONES·WHITE ACT, APPROVED MAY 22, 1928 

Borrower • N arne or vessel Type or Grose eo.t to Amount or 
vessel tonnage owner Io&n 

HEW VBSSELB 

Agwi Navigation Co __________ _ 
00 _______________________ _ 

American Line Steamsbip 
Corporation. 

American Soutb African Line_ 
Conmo Steamsblp Corpora

tion. 
Dollar Steamship Lin .. (Inc.)-00 _______________________ _ 

Eastern Steamship Lines (lnc.)~ 
Do_. __ . _________ ...... ______ _ 

Export Steamship Corporation.. 00 _______________________ _ 
Do _______________________ _ 
00 _______________________ _ 

Grace Steamsbip Corporation_ 00 _______________________ _ 
Do _______________________ _ 

Motor Tanksbip Corporation.._ 00 _______________________ _ 
00 _______________________ _ 
Do _______________________ _ 
00 _______________________ _ 
00 _______________________ _ 
00 _______________________ _ 
00 _______________________ _ 
00 ______________________ _ 
00 _______________________ _ 

Nortb Atlantic Steamsbip 
Corporation. 

Ooeanie Steamship Co ________ _ 00 _______________________ _ 
00 _______________________ _ 

l'8Il8ma Mail St ... mship Co __ _ 00 _______________________ _ 
fide Water AOOIOCiRted TraIl&

portation Corporation_ 

Morro Castle_{!J..a ___ P. end C.' __ Oriente __ lf~O _____________ do _____ _ 
Pennsylvania_ Llf';--1-- _____ do ______ _ 

City or New Y.Q~IJI_f.!C _____ do _____ _ 
BorlnquenJ.'1.U __ -- _______ do _____ _ 

President Boover '!!lJ! _____ do ______ _ President Coolid~e ,_ .. L __ do ______ _ 
Hull 350' (St.lobn)i .u...do ______ _ 
Hull 351 '(A ,\d~a)4 .1.. __ do ______ _ 
ExcaHbur __ (t," _____ . _____ do ____ • 
EIocborda.~ i..l.L ____ . _____ do _____ _ 
Exeter __ L'~J _________ _____ do __ -__ _ 
Excambion '_!flJl. ___ _____ do __ • ___ _ 
Santa CIBra.l.j~O __________ do ____ _ 
Hull 123 '(Santa Lncla) .;:" __ do _____ _ 
Hull 124 '(Santa Elena~~-'L_dO _____ _ 
Pacific Sun_L1_~!l ____ !dotortanker 
Chester Sun ___ J_d" __________ do _____ _ 
Western Sun_J.~ ___________ do _____ _ 
Eastern Sun_1.2 ___________ do _____ _ 
Nortbern Sun..!..!. __________ do _____ _ 
Southern SunJ-L __________ do ______ _ 
Hull 133 '-LrJ.J------- _____ do _____ _ 
Hull 134 , __________________ do ______ _ 
Hull 135 , __________________ do _____ _ 
Holl 136 , __________________ do ______ _ 

Bupf~~(Manbattan)- P_ and C_' __ 

Hulll440'(Mariposa)_ ,'Ldo ______ _ 
Hull 1441 '(Monterey)- .V. __ do _____ _ 
Hull 1447 , (Lurline) __ I..!.. __ do ______ _ 
Hull 121 '(Santa R"",,)_ ..l~_do _____ _ 
Hull 122'(Santa Paula) "_ ... _do ______ _ 
Tide WaterJ_?.iil _____ Motortanker 

11, 520 • $4, n2, 197 
11,520 , 4, 5n, 189 
20, 526 6, 587, 226 

8, 272 /; I, 863, 524 
7,114 A. 616, 419.. 

23, 000 _ 7, 583, 333 
23, !XXI - 7, 583, 333 
6, 500 "3, 101,480 
6, 500 0 3,101,480 
9, 359· 2, 308, 338 
9,359 - 2, 308, ~i~ 
9, 360 ., 2, 317, 649 
9, 359 _ 2, 300, 000 
9, 640 3, 449, 267 

11,500 I--- 4, 115, 019 
11,500 _ 4,115,0\9 

9,096 - I, 681, 250 
9, 096 • 1, 681, 250 
9, 100 • I, SIll, 250 
9,100 ) 1,681,250 
8, 864 "' I, 681, 250 
8, 893 _ I, 687, 500 
8, 000 ~ I, 687, 500 
8, 000 1, 687, 500 
8, 000 1,687,500 
8, 000 I, 687, 500 

ao, 500 '10, 5OO,!XXI 

18, 500 oJ' 7,800,!XXI 
18, 500 .. 7,800,!XXI 
18, 500 ~-7, 850,!XXI 
11,500 _+,116,019 
11,500 .4, 115, 019 
8, n7 )( 1,743, 939 

00 ________________________ Tide Water AOOIOCiated J_O __ do______ 8, m • 1,746.439 

~:~~"n~t~:~h~~~ifo~,or- HuII406'-lJf-;..I.------ _P.and C.' __ 30,500 10,500,!XXI 

United Mail SteamsblP Co ____ HUIl344'(Talamance)-y:.v..-dO------ 7,500 '" 3, 525, !XXI 00 ________________________ Hull 345 , (Segovle) ____ -~ __ do______ 7,500 I- 3,525,000 
00________________________ Hull 346 ' (Chlrlqul) __ .'H .. _do______ 7,500 03, 525, !XXI 
00________________________ Hull 1444 '(Antitrua)__ ).. __ do_____ 7,5f() • 3,525, !XXI 
00________________________ Hull 1445 • (Quirlqua)_ J_'!< __ do_______ 7,500 - 3, 525, !XXI 
00 ________________________ llull 1446 , (Veraqua)_ 1J..._do_______ 7,500 • 3, 525, !XXI 

Total, new vessels ______________________________ • ______________ tn,832 156, 876, 457 

iBCOlfDmOHIID OR COHVERTED 
VESSELS 

~merlcan Tankers Corpora
tion. 

Baltimore Mail Steamship 
Co. 00 ______________________ __ 

Do _______________________ _ 
Do _______________________ _ 

00 _______________________ _ 
Bulk Transportation Co _____ __ 
DolIsr Steamship Line _______ _ 00 _______________________ _ 

00 _______________________ _ 

Dollar St ... mship Lines (Ino.)_ 00 _______________________ _ 

~~Fo: Steamship Corpora-

Do ... __ ........ _ ........ _ .. _ .. _____ ... ! 
00 _______________________ _ 

Ulyssea_.£1.J .D_______ Tanker _____ _ 

Archer , __ 1.'I} .. 1.. _____ P. and C.l __ 

Eclipse '--UP-~----r- _____ do ______ _ 
Independence '_.LSL __ _____ do ______ _ 
City or Baltlmore(ez. _____ do _____ _ 

Steadfnst) •• ~ J f 
Victotious '_l1JL ____ _____ do ______ _ 
H. F. DeBardeleben_~_1 Bulk cargo __ 
President Arl .. ms_c2~ P. and C-' __ 
President Garfield-ii- _____ do ____ _ 
President Harrlson,, ______ do ______ _ 
President Filimore __ " ______ do _____ _ 
President JohnsonJ..Q ______ do _____ _ 
EIllo""_!.;. • .;;,: _____________ do ______ _ 

Emrch_11.1Q ______________ do ______ _ 
EIcelsior_.L?..1I:. ___________ do _____ _ 

• Combined passenger and cargo vessels. 
, Vessels under construction. Coat Is estimated. 
, ReoonditionInc or oonverslon not yet completed. Cost Is estimated. 

10, 804 581,220 

8,424 • 1,7~,no 

8,424 , 1,767, no 
8,424 • ·1, 7~, 770 
8,424 • 1,767,770 

8,424 >. l,7~,no 
6,020 - 545,n6 

10, 516 -466,600 
10, 495 - 800,064 
10, 504 - 306,447 
15, 575 - 844,849 
16, 643 -604,697 
5,839 - 100, 170 

5,839 - 106, 945 
5,847 - 99,333 

$3, 422, 182 
3, 431,840 
4, 788,000 

1,350,!XXI 
1,979,810 

8,687,500 
5, 687, 500 
2,330,610 
2,330,610 
1,725, !XXI 
1,725,!XXI 
1,725,!XXI 
1,725,!XXI 
2, 454, 750 
3,011, 264 
3,011,264 
1,260,937 
1,260,938 
1,260,937 
1,260,938 
1,260,937 
1,265,625 
1,265,625 
1,265,625 
1,265,625 
1,265,625 
7,876, !XXI 

5, 850,!XXI 
5, 850,!XXI 
5, 887,500 
3,071,264 
3, 071, 264 
1,301,025 

1,301,025 
7,875, !XXI 

2, 568, 750 
2, 568, 750 
2, 568, 750 
2,568, 7~ 
2, 568, 750 
2,568, 750 

116,612, nJ 

42:l, 155 

1, 308, !XXI 

1,308,!XXI 
l,308,!XXI 
1,308,!XXI 

1,308,!XXI 
t 396, 750 

3OO,!XXI 
225, !XXI 
225, !XXI 
580, !XXI 
420,000 
74, 250 

74, 250 
74, 250 
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TABLII 15.-LoANB AlARm FI\OK CoNSTBUO'l'ION-LoAN FuND TO J"UNI!I 30, 1931-Con. 

LOANS AUTHORIZED SUBSEQUENT TO MAY 22, IV28 

Borrower Name of vessel Type of Gross Cost tot Amount of 
__ ~ ______ I ________ I __ vessel __ -'--1 !onnage own.. loan 

B.CONDnnOKBDOBCONVBBTBD 
v.ss&L8-COntinued 

Mississippi Shipping CCL _____ Schoodic • ___ ~tJL--. P. and C.' __ 
Do ________________________ Salvation LasS '_'#1 ______ do ______ _ 4,932 

4,985 
St=~~~ Southern Steam- FloricliarLl-¥-A' _______ R:~ted 

Do ________________________ Georgi1irLl!l--~_!------- _____ do ______ _ 
4,697 

4,691 
Total, reconditioned or ___________________________ , ___________ _ 

converted v~. 
157,407 

RECAPITULATION 

Gross 
tonnage 

Loans authorized prior to lones-White act, 15 new v~ __ '-____ _ 105, 478 

Loans authori.ed subsequant to lones-White act: 
477,832 
157,407 

41 new vessels __________________ ... _____________________________ _ 
19 reconclitioned or converted vessels.. ____ " ___________________ _ 

635, 239 
Grand total, 75 vessels.. _____________________________________ _ 741,717 

, Combined passenger and cargo vessels. 
• Reconditioning or coDvemon not yet completed. Cost is estimated. 

..- $220,000 
X 220,000 
-1;4,108 

- 180,970 

13,590, 119 

''lr 

$150,000 
150,000 
124, 115 

133,175. 

9,888, 945 

Cost I Amount of 
to owner ! loan 

$36,067,816 i $18,629,500 

I 

156,876,457 :- 116,612, 720 
13, 590, 119 ! 9,888,945 

170,466, 576 I 126, 501, 665 

206, 534, 392 i 145, 131,165 

NAVIGATION BOUNTIES 

NAVIGATION BOUNTY BILL OF 1922 

A committee appointed by the Shipping Board to review the mer
chant marine act of 1920 and to \SUggest amendments and improve
ments completed its work in June, 1922. Its draft of an amendatory 
act was reviewed by the committees of the House of Representatives 
and of the Senate and introduced on June 14, 1922. In form it 
cl'osely resembled the Hanna-Payne subsidy legislation introduced 
in Congress in 1898 upon the conclusion of peace with Spain. 

The navigation bounty bill of 1922 was introduced at the time 
when the steel and coal industries of the United States had attained 
a development far. surpassing that elsewhere in the world, when the 
output of American shipyards had just been larger than the world's 
pre-war output, and when there were more cargo boats than trade 
could possibly employ even at great loss. All the conditions which 
navigation-bounty legislation formerly had undertaken to meet were 
lacking in the United States in 1922; some of the conditions were 
the reyerse of those which in other days had prompted bounties. 
It was maintained that the Shipping Board Beet ought to be "bal
anced," which meant that there were too many and too small cargo 
vessels and not enough shillS of the types and speed which the World 
1Var had just shown to be valuable for military and naval subsidiary 
service. 

The general navigation bounty proposed was only one-half the 
rate of 1 cent per gross ton per 100 nautical miles which had been 
allowed in the earlier Hanna-Payne bill. The rate of 1 cent was 
allowed in the bill of 1922 only in the case of a. steamer of at least 

85083--32--7 
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16 knots speed, or in 'the case of a. small steamer of 1,500 to 2,500 
gross tons of the types built on the Great Lakes or of the wooden 
steamers, to which the same bounty was allowed as to a. slow cargo 
boat of 5,000 gross tons. 
Th~ ar~ent f?r the genera! navigation bounty was that it would 

permIt pnvate shIpowners to operate at a. profit vessels which the 
Shipping Board could operate only at a loss, and thus enable the 
Government to dispose of its fleet. Furthermore, as in the passage 
of the merchant marine act of 1920, there was considerable sentiment 
in favor of the continuance of the policy of Government owner
ship and operation of the fleet. The merchant marine bill, 1922, 
passed the House of Representatives, but did not come to a vote 
in the Senate. before Congress adjourned on March 4, 1923. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

As already has been said, the terms "coastal trade," "coasting 
trade," "intercoastal trade," and" cabotage," when applied to ship
ping protectionism, are the somewhat synonymous variations in 
terminology customarily employed in referring to trade between or 
within ports of a nation's sovereignty. In international maritime 
law a much more restricted meaning is attached. 

The principle has assumed new importance since the World War 
wrought terntorial changes by which former coastal-trade territories 
of foreign countries have been broken up into many foreign-trade 
zones. 

ADOPTION OF RESERVATION PRINCIPLE 

In the United States the principle of restricting the coastal trade 
to United States vessels was not adopted by statute until March 1, 
1817. Prior to the statutory provision the coastal trade had in fact 
been restricted to United States vessels by the discriminatory tonnage 
tax provided on July 20, 1789, by which Congress applied a tax of 
6 cents per register ton on American built and owned vessels and 
50 cents on foreign built and owned vessels. United States vessels 
in the coasting trade had to pay this tax once in the year. Foreign 
vessels had to pay the tax whenever they entered a United States 
port. This required a foreign vessel to pay the full tonnage tax 
several times in a coastal voyage that included several ports, and in 
effect barred forei~ ships from the coastal trade. 

After the Spamsh-American War Congress by the acts of 1898 
and 1899, greatly extended the scope of the :L;;:erican meaning of 
the words" coastingJ;rade" and their application by bringing navi
~ation between the United States and Porto Rico, Hawaii, and the 
Philippines within the coasting trade law restricting trade to Amer
ican ships, and the United States Supreme Court (182 U. S. 392) 
sustained the law, remarking that it was intended" to place Porto 
Rico substantially upon the coast of the United States." 

Restriction of trade between the United States and the Philippines 
to vessels of United States registry was repealed before it ever took 
effect, but the merchant marine act of 1920 (other phases of which 
have been discussed at pp. 39 and 63) provided that the law restrict
ing to American vessels the trade between American ports should 
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be extended to the island territories and po~ons of the United 
States wherever it was not already applicable. This section was to 
come into force on Febr.uary 1, 1922, or by order of the President 
after the lapse of the time needed to establish adequate shipping 
fac?lities. The Pana'!la Canal Zon~ ~as not covered by the act, 
which was made applicable to trade With the islands of Guam and 
Tutuila in the Samoan group. The provision is not to be applicable 
to trade between the United States and the Philippines until the 
President, after investigation of the local needs and conditions, by 
proclamation declares that an adequate shipping service has been 
established and fixes the date when the act is to take effect. The 
President thus far has not issued this proclamation. 

INTERPBETA.TIONS OF "COASTING TRADE N 

The late Eugene Tyler Chamberlain, former United States com
missioner of navigation, gave the following analysis of the subject of 
restriction of coasting trade: 

The subject is intricate because with the growth in extent of nations and of 
empires, and with ebanges in their policies, the words .. coasting trade" have 
acquired a meaning beyond their narrow geographical sense when states and 
ships were smalL The enlarged meaning of the words has naturally been car
ried, at least by implication, into treaties by which the relations of nations with 
one another are determined. Originally, for example, the United States con
sisted of a narrow fringe along the Atlantic seaboard. With successive aecre
tions of territory the seacoast of the United States has been extended along the 
Gulf of Mexico and on the Pacific Ocean, and the cOllllting trade law, reserving 
to vessels of the United States the trade between the ports of the country, has 
been applied to each new territory and the coast in tum as the United States 
assumed permanent sovereignty over it. When Alaska was acquired from 
Russia by the treaty of March 30, 1867, the Congress, without question, by the 
aet of July 27, l868, applied the navigation'laws and the coasting trade law to 
the new Territory, although both oq lbe Pacific coast and on the mainland 
Alaska was separated from the United States by the width of Canada. 

TlUI: BBITISH VIEW 

-The present British view of the meaning of the words .. coasting trade" is set 
forth as follows in Oppenheim's Treatise on International Law (voL 1, pp. 606-
610): . 

.. The meaning of the term • coasting trade' in commercial treaties mnst not be 
confounded with its meaning in international law generally. The meaning of the 
term in international law becomes apparent through its synonym, cabotage-
that is, navigation from cape to cape along the coast combined with trading be
tween the ports of the coast concerned without going out into the open sea. 
Therefore, trade between Marseille and Nice, between Calais and Havre, be
tween London and Liverpool, and between Dublin and Belfast is coasting trade, 
but trade between Marseille and Havre and between London and Dublin is not. 
It is a universally recognized rule of intemationallaw that every littoral stste 
can exclude foreign merchantmen from the cabotage within its maritime belt. 
Cabotage is the contrast to the oversea carrying trade, and has nothing to do 
with the question of free trade from or to a port on the coast to or from a port 
abroad. This question is one of commercial policy, and international law does 
not prevent a state from restricting to vessels of its subjects the export from ?r 
the import to its ports or from allowing such export or import under certain 
conditions only . 

.. There is no doubt that originally the meaning of • coasting trade' in com
mercial treaties was identical with its meaning in international law generally. 
but there is likewise no doubt that • • • now a much more extended mean
ing [is given] to the term as used in commercial treaties. Thus, ~nce ~ 
tingnishes between cabotage petit· and grand; whereas petit ~botsge IS coasting 
trade betweeu POrts In the same sea, grand cabotage is coasting trade between a 
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French port situated in the Atlantic Ocean and a French port situated in the 
Mediterranean, and-according to a statute of September 21, 1793-both grand 
and petit cabotage are exclusively reserved for French vessels. Thus, further, 
the United States of America has always considered trade between one of her 
ports in the Atlantic Ocean and one in the Pacific to be coasting trade and has 
exclusively reserved it for vessels of her own subjects; she considers such trade 
coasting trade even when the carriage takes place not exclusively by sea around 
Cape Horn, but partly by sea and partly by land through the Isthmus of 
Panama . 

.. Great Britain has taken up a similar attitude. Section 2 of the navigation 
act of 1849 (12 and 13 Vict., ch. 29) enacted' that no goods or passengers shall 
be carried coastwise from one part of the United Kingdom to another, or from 
the Isle of Man to the United Kingdom, except in British ships,' and thereby 
declared trade between a port of England or Scotland and a port of Ireland or 
the Isle of Man to be coasting trade exclusively reserved for British ships in 
spite of the fact that the open sea flows between these ports. And although 
the navigation act of 1849 is no longer in force, and this country now does admit 
foreign ships to its coasting trade, it nevertheless still considers all trade 
between one port of the United Kingdom and another to be coasting trade, as 
becomes apparent from section 140 of the customs laws consolidation act of 
July 24, 1876 (39 and 40 Vict., ch. 36). Again, Germauy declared by a statute 
of May 22, 1881, coasting trade to be trade between any two German ports, 
and reserved it for German vessels, although vessels of such States can be 
admitted as on their part admit German vessels to their own coasting trade. 
Thus trade between Koenigsberg on the Baltic and Hamburg on the North Sea 
is coasting trade. 

EilIten8ion of original meaning 

.. These instances are sufficient to demonstrate that an extension· of the 
original meaning of • coasting trade' has really taken place and has found 
general recognition. A great many commercial treaties have been concluded 
between such countries as established that extension of meaning and others, and 
these commercial treaties no doubt make use of the term • coasting trade' in 
this, its extended meaning. It must therefore be maintained that the term 
• coasting trade' or • cabotage,' as used in commercial treaties, has acquired the 
following meaning: Sea trade between any two ports of the same country, 
whether on the same coast or different coasts, provided always that the different 
coasts are all of them the coasts of one and the same country as a political 
and geographical unit in contradistinction to the coasts of colonial dependencies 
Df such country • 

.. In spite of this established extension of the term • coasting trade,' it did 
not include colonial trade until nearly the end of the nineteenth century. Indeep, 
when Russia, by ukase of 1897, enacted that trade between any of her ports 
should be considered coasting trade and be reserved for Russian vessels, this 
did not comprise a further extension of the conception of coasting trade. The 
reason is that Russia, although her territory extends over different parts of the 
globe, is a political and geographical unit, and there is one stretch of territory 
only between St. Petersburg and Vladivostok. But when, in 1898 and 1899, the 
United States of America declared trade between any of her ports and those of 
Porto Rico, the Philippines, and the Hawaiian Islands to be coasting trade and 
consequently reserved it exclusively for American vesselS, the distinction 
between coasting trade and oversea or colonial trade fell to the ground. It is 
submitted that this American extension of the conception of coasting trade as 
used in her commercial treaties before 1898 is inadmissible and contains a 
Violation of the treaty rights of the other contracting parties. Should these 
parties consent to the American extension o~ the meaning of coasing trade, and 
should other countries follow the American lead and apply the term indis
criminately to trade along their coasts and to their colonial trade, the meaning 
of • coasting trade' would then become trade between any two ports which are 
under the sovereignty of the same state. The distinction between coasting trade 
and colonial trade would then become VOid, and the last trace of the synonymity 
between coasting trade and cabotage would have disappeared." 

The divergence in American and British points of view has thus 
been ably and concisely stated: 88 

U H. C. Calvin and :m. G. Stuart: The Merchant Shipping Indnstry, p. 212. 
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The difference between the British and the American pOints of view on the 

mar~tim~ coasting trade. is. a good .illustration of how economic factors modify 
officIal Views. Great BrItaIn has lIttle to lose by opening her coasting trade to 
foreign vessels; the United States has a great deal to lose by such action. As 
a consequence, Great Britain, with ships all over the world would like to see 
the oPp~rtunity given to these ships to engage in any tr~de they may find. 
The Umted States, with comparatively few ships in foreign waters, does not 
care .especially about tlIe opportunity for its ships to engage in the limited 
coasting trade of other countries. The restriction of our large coastwise and 
intercoastal trade for American ships, however, is perhaps the greatest aid ever 
given by Congress to our shipping. 

Quoting Mr. Chamberlain further: 

JURISDICTION OVER TERMINALS 

But tlIe words" coasting trade" derive their import not solely from geograph
ical facts now or at tlIe time of ratification of treaties; jurisdiction over termi
nal ports and its implications also determine their meaning. Some of tlIe 
steps by which these implications in the words .. coasting trade" have super
seded tlIe narrow geographical meaning conveyed originally by the word 
.. cabotage," or trade from headland to headland, have been set forth in tlIe 
quotation above. Indeed, so subordinate is ·the geographical meaning tlIat 
nations generally recognize that a ship is not engaged in the coasting trade 
or cabotage while employed along a coast line under one jurisdiction in dis
charging or taking on cargo at successive ports if the cargo comes from or is 
for a foreign port and the trade accordingly is a matter involving tlIe coopera
tion of two national jurisdictions. Such considerations impelled the United 
States to apply its system of legislation for the trade between ports on its 
coasts to its successive acquisitions of territory, including Alaska, which, like 
Hawaii or Porto Rico, is a political unit with the United States, but surely 
is no more a geographical· unit with it than is either of those islands. The 
policy was followed under the form of an application of the coasting trade 
law, of which tlIe commercial and political essence was and is tlIe recognized 
right to reserve it to national ships. In 1898 the coast of Hawaii was as 
much a coast of the United States for commercial purposes as was the coast 
of California; trade originating in ilallfornia and destined for Hawaii was as 
much trade between coasts of the'trnited States as was trade originating in 
California and destined for Alaska or for tlIe State of Washington, and was 
not improperly in 1900 described and regulated as coasting trade. . 

For 200 years, including the generation which witnessed the birth of the 
nepublics of the United States of America and of France, Great Britain and 
Holland had bestowed the trade with all countries lying beyond the Cape of 
Good Hope and the Strait of Magellan on two great monopolies of their own 
subjects, the British and Dutch East India Companies, respectively. The re
straint put by England on trade with ~ts colonies was one of tlIe .ca~ses of the 
American Revolution and up to the nmeteenth century Great BrItam reserved 
its trade with all its ~lonies to British ships. As indicated in the extract from 
Oppenheim the .. open sea" ceased to be an obstacle from tlIe geographical 
point of vi~w to the extension of tlIe Brit!sh ... coasting t,rade." b~fore the use 
of iron and export of coal made Great BritaIn. the world s shIpb~ilder and its 
political and commercial interest in trade restrIctions /?ave pl!lce In tI;te mi.ddle 
of the nineteenth century to a policy of trade eX?anSlO~ WhICh reqUIred It ~o 
favor a reduction to tlIe minimum of tr~des which .natIons reserved to theIr 
own ships between their own coasts. DIfferent nations have not only taken 
different views of the coasting and colonial. trade, b~t the saIl!-e nations at 
different times in their history have taken different v1~ws .. JUrIsdiction over 
ports is the one durable element tlIrough all the mutations III meaning of the 
words" coasting trade." 

THE JAPANESE PROPOSAL 

Th Geneva conference" was confronted with these and otlIer questions 
when

e 
it undertook to secure agreement upon a definition of the term" maritime 

C I atlons and Transit, held under the auspices of the 
.. The Conference on ommun c Nov 15 to Dec 9 1923 at which maritime coasting 

League of Natl0f"hat G~j.;;,t: Jf:~ssed . See the Geneva Conference and Ocean Shlpplnj:, 
¥'::J'e "I':.~o~'::a~io~ eB~~letln No. 202, 'Issued by the Bureau of Foreign and Domestic 

Commerce, Washington. 
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coasting trade." The Japanese delegation early in the proceedings proposed, 
if .. maritime coasting trade" were not defined by the conference, that the 
following article be incorporated in the statute on the international regime of 
maritime ports: 

.. The transport of passengers or goods between two ports placed under the 
sovereignty or anthority of the same State which is effected across the ocean 
and which may in practice be assimilated to ocean navigation shall not be 
regarded as maritime coasting trade within the meaning of the present 
statute." 

This Japanese proposition would have committed unreservedly the Geneva 
conference to the present British view of the meaning of the phrase .. maritime 
coasting trade" and would in effect have been such a protest as is called for 
in the quotation above from Oppenheim, a recognized British authority, against 
the American Understanding and application of the phrase. 

POSITION OF THE GENEVA CONFERENCE 

The committee on maritime ports did not, however, report favorably the 
Japanese proposition. 

The Geneva Conference, then, did not change the previous situation. M. Paul 
de Rousiers, representing France, had stated at the outset that" It will be very 
difficult for certain States represented at the conference to sign the convention 
if a definition is adopted which changes the meaning of the term 'coasting 
trade' as it was understood in the various countries. Even supposing that 
all the States represented at the conference signed the convention, it must be 
remembered tbat there are States which are not represented at the conference." 

The Geneva conference went no further than formally to recognize the anxiety 
of its committee to apply equality of treatment without regard to flag to all 
forms of overseas navigation, and expressed a wish that all States, including 
those not members of the League of Nations, should refrain from" an abusive 
extension of the scope of the maritime coasting trade," leaving tbe scope of 
that trade undefined as before. 

EXEMPTION FROM FISCAL CHARGES 

WAR-PROFITS TAXES 

Two provisions in the merchant marine act of 1920 specially ex
empted shiJ?owners from certain taxation for 10 years from 1920, the 
exemption In each case being conditioned on the shipowner's agree
ment to invest the amount of the exemption received, or more, in tM 
building of new ships. 

For the purpose of fixing a shipowner's war-profits and excess
profits taxes the act allowed him to deduct from his net income the 
profits he made during the year from his ships engaged in foreign 
trade, but he must invest in building new ships in the United States 
an amount equal to his tax exemption, and at least two-thirds of the 
cost of the new ships must be met from the shipowner's ordinary 
funds. Since 1920 American shipowners have not made war profits 
and excess profits from their ships in foreign trade, so this tax ex
emption did not strengthen the position of the American merchant 
marine in foreign trade. 

For the purpose of determining his income tax a shipowner was 
authorized to deduct from his taxable income the profits he derived 
from the sale of an American vessel built before January 1, 1914, 
provided he invested an amount equal to his tax exemption in 
building new American ships of a type approved by the Shipping 
Board. 
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PREFERENTIAL RAILWAY RATES 

General supervision of rates, fares, and charges on American rail
roads in interstate and foreign commerce is vested in the Interstate 
Commerce Commission, which is empowered in its discretion and on 
examination to fix joint rates for the export and import trade, of 
which the railroad proportion may be lower than the railroad rate 
to or from a terminal seaport. The merchant marine act of 1920 stip
ulates that such favorable railroad rates for the export or import 
trade shall be allowed only when the ocean transportation is by an 
American vessel. If the Shipping Board is satisfied, however, that 
American ships do not afford adequate facilities for the trade be
tween an American port and a foreign port, it certifies the fact to 
the Interstate Commerce Commission, which may then allow lower 
joint rail rates when the ocean transportation is effected by foreign 
ships. Soon after passage of the law the board made such a certifi
cation, and the act was suspended by the commission. 

In February, 1924, the Shipping Board certified to the Interstate 
Commerce Commission that adequate shipping facilities under 
United States registry then existed in respect of certain trade routes 
and certain commodities, and as a. result the suspension at that time 
in force was removed by an order of the Interstate Commerce Com
mission. The trade routes included the United Kingdom and the 
Continent in the range from Bordeaux north, the east coast of Asia 
and the Pacific Islands, Australia. and the East India Islands, and 
the ports of Central and South America; the commodities comprised 
all commodities except wheat. 

The Shipping Board and many owners favored enforcement of 
the measure; United States foreign-trade interests, seaports, and 
railways servin~ such ports opposed enforcement. The Shipping 
Board's contentIOn was that U.~ted States ships would profit by the 
diversion of cargo from or to inland destination to national ships; 
the opposition contended that sufficient national tonna~e was not 
available to handle the traffic properly. Seaports and raIlroads pro
tested the enforcement of the law in the belief that it would result in 
diversion of traffic to certain large ports in the North 'Atlantic 
and to Canadian ports. 

As a result the Shipping Board withdrew its certification in re
gard to adequacy of tonnage of United States registry and the Inter
state Commerce Commission canceletl its order for application of the 
section. 



PRINCIPAL "FOREIGN MARITIME COUNTRIES 

FRANCE 

ECONOMIC DEVELOPMENT AND SHIPPING 

The experience of the Government of France in dealinlJ' with its 
national shipping is more nearly complete than that of ~ny other 
government. Franca has granted aid to its shipping moreexten
si.vely and f<?r a l<.>nger pex:iod t~an has any oth~r ~untry, and the 
hIstory of this pohcy has gIven rISe to more conflicting opinion than 
may ~~ found in the maritime history of other nations. 

CrItlcs of the French system have asserted that the experience 
of France with construction and navigation bounties did not in
crease the total tonnage during the earlier years of development of 
the steam-driven fleet; that ships sailed without cargoes in order 
to obtain navigation bounties; and that France descended rather 
than ascended in world position during the period of 1881-1918, 
when navigation bounties were in force. 

These assertions are based u1?on facts and may be accepted as 
true. There is, however, no pOSSIble way of determining what effect 
contemporary conditions would have exerted upon French commer
cial shipping had t'here been no subsidy policy in force. So far as iso
lated instances of abuse of the system are concerned, such abuse, while 
popularly spectacular, did not involve public funds in serious amount 
and serves merely as an eX8fl!Vle of the difficulty of safeguarding 
expenditure of public funds In instances where the extent of the 
outlay is measured by vessel performance; increase or decrease in 
"tonnage has been given more weight than the suitability of such 
tonnage to properly serve French commerce; The abuse lay in 
taking advantage of technical flaws in existing law. 

No conclusions can be drawn on the basis of economic results 
alone when considering a national industry whiph is so closely 
allied with the political and military policies of a nation as is com
mercial shipping in France. The French Government for a century 
or more ~as ur~ed a ;French merchant mar!ne as a nationa! necassity 
and durmg thIS perIOd has extended varIOUS forms of aId to that 
end. The support of th~ French merchant. marine is distinctly. a 
part of the national pohcy. A representatlve school of eCOnOI~l1C 
thought, in France, as elsewhere, reg~rd~ the Fren~h merchant marme 
as a national industry somewhat artIfi?I!lI.ly susta~ed. But whether 
the policy followed by France be CrItIcIzed or mdorsed, one fact 
is clear-that the majority of.those wh<.> speak for the F~enc.h people 
are well convincad that a natIOnal marme should be mamtamed and 
that it has been an advantage to France in the past to do so. . 

The present discussion will be directed toward som~ of the p.ul.>hc 
problelllS considered by the Government of France In determmmg 
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public policy; what objective has been sought and what justification 
for such policy may be found in the results. The treatment of the 
various types of Government aid, such as postal contract services, 
navigation and construction bounties, shipping finance, and others, 
will be considered separately and chronologically. 

CONDITIONS AFFECTING WATER TRAFFIC 

NATURAL FACTORS 

COAST LINE 

More than half of the borders of France are on the sea. On the 
north the English Channel leads to the Atlantic Ocean and the North 
Sea'; on the west lie the Bay of Biscay and the open Atlantic; on 
the south is the Mediterranean. Access to the world by water is 
a problem that has never caused concern in France. On this coast
line, nearly 2,000 miles in length, are 37 ports of varying importance 
and development. 

The extent of the coasts and the large number of ports aided the 
development of French sea-borne traffic during sailing-ship days. 
Shortening a sailing voyage by a few hundred miles was important 
to this class of vessel in that it gave a definite advantage in com
peting with vessels of its own type. Further, sailing vessels were 
of relatively small cargo capacity, were easily filled, could enter 
ports of limIted depth of water, required only modest port equipment, 
could conveniently call.at several ports to complete loading and dis
charging, and consequently fitted admirably into the distribution 
scheme for French products. French exports, lIroduced in small 
quantities in many interior districts, found their way to the sea
board to this type of ship through the large number of way- ports. 
Such exports were not of great bulk but were rather of the parcel 
type of freight, of high value, and capable of bearinO' relatively 
high frei~ht charges. French exports have traditionally been of 
higher value and smaller bulk than the exports of other nations. 

OCEAN PORTS 

Modern industrial development has led to concentration of effort 
and to combination of power. 'Vith respect to maritime ports, the 
extension of railway services into the interior and the possibility 
of long hauls have brought about concentration of cargo in fewer 
ports, which are equipped to handle the modern type of sea-borne 
commerce as well as to accommodate the large modern ocean carrier 
employed in its movement. Havre, Cherbourg, Boulogne, Dunkirk, 
Rouen, and Calais, ranking among the first eight ports of France 
in vessel entrances and clearances, are all within a stretch of 200 
miles on the English Channel. 

All French ports except autonomous ports are under the general 
supervision of the Ministry of Public Works. The director of each 
port is an engineer appomted by the ministry. The system has 
resulted in centralizatIOn which now is in process of change by a 
scheme for decentralization and for the creation of autonomous ports, 
sanctioned by law in 1912 and 1920. Under the new system a port 
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may become a legal entity, managed by a board of 21 persons; repre
sentative of (1) the chamber of commerce of the port, \2) the 
arrondissement, (3) the municipality, and (4) users and workers. 
T~e head office.r !lnd administrator and engineers are appointed and 
paId by the mllllstry. Bordeaux Il;nd Havre were the only seaports 
to have adopted autonomous status by 1931. 

Propo8eil flOri-improvement program 

In July, 1927, the Ministry of Public Works proposed a ports pro
gram providing for improvements in 16 of a total of 37 ports at a. 
total cost of 1,578,700,000 francs ($61,885,000 with the franc at 
$0.0392)1 of which sum 749,000,000 francs ($29,360,800) was to be 
provided by the State and 829,700,000 francs ($32,524,200) was to be 
raised by the port authorities of the autonomous ports. The basis 
of the proposal was that harbor works and channel depths in certain 
French ports were inadequate because of the larger size of vessels 
since the war. 

So far as traffic through French ports is concerned, the ministry 
stated that up to 1913 cargo traffic increased at the rate of 4 or 5 per 
cent annually but since that year has remained stationary or has 
even receded. In the meanwhile vessel-tonnage clearances have risen 
from 43,500,000 tons to 110,700,000 tons and a rapid increase of traffic 
was predicted. These statements were advanced by the ministry in 
support of its recommendations for alort-development program.-

In order to accommodate the last 0 a group of vessels to be built 
under contract with the French Government by the Compagnie 
Generale Transatlantique, a new entrance (in the form of a combina
tion graving dock and entrance) to the PenhOet Basin at St. N azaire 
is to be built. 

PO~~L FACTORS 

The colonial interests of France are second only to those of Great 
Britain. In Asia an area of 325,000 square miles with a population 
of 23,000,000, in Afri~a an are!1 of 5,290,000 square miles wit~ a pOI?u
lation of 35,000,000, III AmerIca an area of 33,000 square mIles WIth 
a population of 500,000, and ~ Oceania an area ~f 9,000 ~<iua~e miles 
WIth a population of 79,000 gIve France a colomal empIre (If man
dates and protectorates be included) of upwards of 6,000,000 square 
miles and 60000 000 inhabitants.2 The population figures refer 
principally to ~ative races. Except in North A.frica, where approxi
mately 1,000,000 French Europeans are 40miciled, Frenc~ colonial 
populations lack the large element of natIonal stock that IS present 
III the British Empire. 

The importance of colonial sea communication centers on the 
North African littoral, then in 9ceania and. the East. The Fr~nch 
possessions in America have no. Importance .m ocean tran~ortatlOn; 
maintenance of services to BraZIl and the RIver Plate regIons, where 
grqwing French communities and markets for French products are 

I Throu hout this entire study the annual average exchange rates for the .. dUferent 
eurrenclel a8 given In Mood's •• Handbook of Foreign Curre!'cy and Exchange (Issued 
b the Bureau of Foreign and Domestic Commerce. Washmgton, as Trade Promotion 
s!rles No. 102) have been pmployed In practicallY every Instance. 

• ADnume Statistlque, 1929, p. 367. 
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to be found, is considered far more important. Excepting Senegal, 
the central and west African colonies still remain potential rather 
than real assets. The northern African colonies are the most valu
able to France, and they have a political importance greater than 
their present economic Importan,ce. Quite apart from future eco
nomic plans and development, political necessity demands adequate 
and secure transportation across the Mediterranean for troop move
ment. In February, 1930, the French North African military force 
consisted of 2,810 officers and 69,565 men. 

French colonies to-day therefore affect the merchant-marine situa
tion primarily in the direction of requirements of communication 
and military transport. Intensive development of colonial resources, 
particularly if these are diverted as imports to the home country, 
will naturally act as a stimulus to French shipping. 

ECONOMIC FACTORS 

France is predominantly an agricultural country. Agricultural 
products are protected by a high tariff and consumed mostly in 
France. Approximately 23 per cent of the total population is 
classed as agricultural, while of the occupied classes 41 per cent is 
classed as agricultural. Nevertheless, imports of foodstuffs into 
France were 5,013,000 metric tons in 1926, 6,606,000 tons in 1921, 
5,826,000 tons in 1928, 6,712,000 tons in 1929, alid 6,314,000 tons in 
1930. During these same years French exports of foodstuffs 
amounted respectively to 1,423,000 tons, 1,436,000 tons, 1,682,000 
tons, 1,513,000 tons, and 2,143,000 tons. 

French industrial expansion since the World War may have sig
nificant bearing upon the merchant-marine situation. The gain in 
weight of French exports from 25,000,000 metric tons to 36,519,000 
metric tons during the period 1923-1930 is accounted for almost 
entirely by raw materials such as ores, iron, and steel, which in
creased from 20,481,000 tons to 29,630,000, and by manufactures, 
which increased from 3,100,000 tons to 4,805,000. Larger industrial 
production, the character thereof, and its movement to overseas' 
markets will directly affect FreIich commercial shipping. 

Wide divergence between value and weight has characterized 
French exports and imports. Inward movement of large-bulk, low
value products and an outward movement of small-bulk, high-value 
cargo have produced an unbalanced cargo movement. A foreign 
trade wherein textiles lead in value, and wherein wool alid wool 
waste come next after iron and steel in value, but where pearls and 
precious stones together form a greater commercial export unit than 
these metals, is one in which direct shipping faces difficulties. The 
effect of the newer and heavier type of export cargo from the mines 
and industries of Alsace and Lorraine, as distinguished from the 
traditional luxury and high-value products, will tend to balance 
the imports, which have greatly exceeded the exports in volume. 

WATER-BORNE COMMERCE 

PARTICIPATION OF FRENCH FLEET 

In 1913 the participation of French vessels in the French sea
borne foreign trade was about 31 per cent of the total, with 22.5 
per cent of the imports and 56.3 per cent of the exports credited to 
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French vessels. In 1929 French vessels carried 41 per cent of the 
sea-borne foreign commerce 37.4 per cent of the imports, and 57.6 
per cent of the exports. 

Imports by sea in 1913 were 30,192,912 metric tons; of this 
cargo, French vessels carried 6,810,518 tons. Imports in 1929 were 
37,160.551 metric tons, of which French vessels carried 13,932,620 
tons. The increased percentage of imports carried in French ves
sels, therefore, translated into tonnage, is 7,122,102 tons. This in
crease, however, is greatly affected by the coal trade with the United 
Kingdom, Belgium, the Netherlands, and Germany. In 1913, 
13,000,000 tons of coal were imported by sea, of which French ships 
carried about 2,000,000 tons and forei~ ships 11,000,000 tons. Dur
ing 1922 and 1923 French ships carrIed approximately one-half of 
the sea-borne coal imports; in 1924 this was increased to two-thirds 
of the total, and in 1925 to six-sevenths; in 1926 French vessels 
carried 5,800,000 tons of coal imports by sea, while foreign vessels 
carried 4,042,000 tons.S 

Table 16 compares the pre-war and postwar foreign commerce 
of France in so far as it relates to the merchant marine and the 
employment thereof in this trafti.c. 

TABLE 16.-FBENCH FoREIGN Co:U:1lEBCE, BY METHOD OF CARBIAGE 

Clossification 1913 1927 1929 

DlPOBTS Metric tom Metric tom Mttric tofU 
[n French vessehL_________________________________________________ 6,810,518 12, 904, 341 13,932,620 

In vessels of same nationality as origin or cargo (direct trade) _______ 12, 073, 981 9,360,099 
Otbers (indirect trade) ______________________________________________ 11,308,413 So 639, 819 

Total in foreign vesselL--------mmtt _______ m __________ 23,382,394 t 17,999,918 

:}:~~ == ~~ ~iC:::::::::::::::::::::::::::::::::::::::::::: ~ m; m ~ ~ ~ 
Total imports ________________________________________________ 48, 624, 663 I 53,478, II3 

BnoBTS I 

13,449,124 
9,778,807 

23,227,931 

37,160,551 
27,331,699 

64,492,250 

In French vessels..__________________________________________________ 5, 552, 751 I 4, 931, 508 5, 591, 719 

In vessels of same nationality as destination of cargo (direct trade)__ 2, 691, 929! 3,456,904 2. 811, 004 
Others (indirect trade) _____ m ___ m ____________ m _________________ 11' 615, 949 I I, 0S4, 492 1,300,993 

Total In foreign vessels _______________________________ -- ------ 4, 307, 87~ 1,~4,;;54;;I;:;, 396;;;;.~~4.;;1;;11;;, 997;;;;;, 

Total exports by se& ________________________________________________ 16,9,~, ~ i 32,9'lli':en I 9,703,716 
Total exports by Iand.______________________________________________ ... ff-=~:":' ~--=-:34::.:,5:..:12::., 973~ 

Total esports ____ .-------------------------------------------- 26, 188, 830 I 41,906,579 44, 216,689 

In French Vessels.. ____ ::~_~:~:~~_:~~ _______________________ 12,363,269117,835,849 

In vessels or same nationality as origin or d .. ti~~~~~~_~~_(~_ 14, 765, 910 ! 12. 817, 003 

o=:)(iiiiiiiecttnde,-_=::::::::::::::::::::----------------------- 12, 924. 362 I 9,724, 311 
Total In foreign vessels _______________________________________ 27,690, 272 i 22,541,314 

Total imports and ""ports by 888 ___________________________________ ~ m' ~ I :2:~' ~ 
Total imports and ""ports by Iand__________________________________, , 

Total imports and ""ports by .... and Iand.___________________ 74, 811, 493 T 95, 384, 692 

I Comlt6 Central des Armatenrs de France, ClrrnJar No. 1373, p. 696. 

19,524,339 

16,260,128 
11,079,800 

27,339,928 

46, 864, 267 
61,844,672 

108,708,939 
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Of a trade in 1929 of approximately 8,420,000 tons with the French 
colonies and protectorates, French vessels carried 4,312,000 tons of 
imports and 2,909,000 tons of exports, a proportion of 81 per cent 
of t~e total imports and 91 per cent of the total exports. 

CHANGING TYPE OP FRENCH POREIGN TRADE 

Further development of the exportation of heavy raw materials, 
tools, and metal products may affect shipping. So far French ship
ping has progressed rather on the basis of a steady increase in the 
share of French vessels in the heavy import movement than on any 
increase of volume of trade as a whole. 

The general trend of industrial expansion in relation to foreign 
trade is illustrated in Table 17, classifying such trade for the period 
1913-1930. The table shows doubled manufactured exports but with 
a small total volume, and greatly increased raw-material exports 
with a large total volume. (The figures ;for 1913, 1921, and 1929 
are not in exact agreement with those given in Table 16; in both 
tables, ho,,:"ever, French official statistiCs have been used.) 

TABLE 17.-FBENcH FOREIGN COK¥EBCE, BY CLAss OF MEDOHANDISE 

Group 1913 11123 1927 1928 1929 1930 

IJfPOBTS 
MetrietOM Metricfom Mdrieto", Mttriefom Metrieto,.. MetrietOM Food products _________________ 5, 511, 900 5, 690, 400 6,606,400 5,826,600 6, 712,100 6,373,600 Raw IDaterlals _________________ 37,160,700 47,702, 600 41,625,800 41,775,400 00,630,300 52,043,800 Manulactures __________________ I,M7,700 1,471,800 1,137,600 1,503,300 2,118,400 2,341,600 

Totallmports ____________ 
44, 220, 300 M,1lM, 700 49,369,800 49,105,300 69,460,800 60,759,000 

BXPOBTS 

Food products _________________ 1,459,500 1,313, 000 1,436,700 1,682,500 1,513,200 2, 143, 200 Raw IDaterials _________________ 18,301,200 20,487,400 31,270,600 34,125,400 33,033,100 29,630,800 Manufactures __________________ 2,313,800 3,069,300 5,287,000 5,272, 700 5,360,100 4,805,300 

Total exports.. ____________ 22, 074, 500 124, 001, 700 137,994, 300 141,080,600 39,906,400 36, 579, 300 
I 

I Includes 32,000 tons of parcel-post exports not distributed by groups. 

GOVERNMENT ORGANIZATION IN RESPECT OF SHIPPING 

The French Government functions as a republic, having executive, 
legislative, and judicial departments under a constitution adopted in 
1815. The ministry is the active force in dealing with and promoting 
public affairs. The Government is centralized, and, while it does 
not enter into detailed control of industrial life generally, it does 
participate in the transportation and communication system of the 
nation to some extent. Thus, for exampl~ one-fourth of the rail
road mileage of France is owned by the liovernment through the 
taking over of properties that had been commercial failures. This 
mileage is directly operated by the Government. The other railroad 
systems are operated under state control by private organizations 
and are national property which, upon expiration of their franchises, 
between 1950 and 1960, will revert to the state. The French Gov
ernment has been directly interested in the railways since 1842. 
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GOVERNMENT THROUGH MINISTRY 

Government by ministries composed mainly of members of the 
two branches of Parliament and dependent upon a majority in Par
liament for their continued existence engenders a certain cooperation 
between the administrative and legislative branches of the Govern
ment and makes possible the formulation and enactment of policies 
which have been carefully considered by those competent to advise 
upon them. 

The most significant recent change in the general position of the 
French merchant marine is the raising of the industry to considera
tion by a separate ministry. In the reorganization of the French 
Government and the formation of a new cabinet on November 2, 
1929, all matters pertaining to ;ports, fisheries, and the merchant 
marine were placed under a mmistry of merchant marine, with 
Louis Rollin, deputy from.Paris, as minister in charge. This realign
ment of the relation of the Government to commercial shipping had 
been urged for several years in both shipping and parliamentary 
circles. 

Prior to the World War the subdepartment of the French Gov
ernment in charge of the merchant marine was incorporated in the 
Ministry of Commerce. During the war period all commercial 
activities were subjugated to that of orderly, centrally controlled 
transportation. In the postwar distribution of Government func
tions commercial shipping was assigned to the Ministry of Public 
Works. The then Premier, M. Tardieu, former Minister of Public 
Works, was the official who, on behalf of the Government, signed 
the present postal-subvention contracts. . 

By a decree of February 10, 1920, the war functions were trans
ferred to the subdepartment for the merchant marine 'under the 
supervision of the Under Secretary for the Merchant Marine. By 
decrees of January 7, 1921, atttl February 21, 1922, a reorganization 
of the SUbdepartment was effected, and the various responsibilities 
were assigned to bureaus and services; but, as stated above, they 
~have now been grouped under a separate ministry. 

GUIDANOE THROUGH COMMISSIONS AND COUNCILS 

French official procedure in respect of merchant shi;pping has 
been largely guided by commissions. In France commIssions are 
all-powerful. They are representative of all parties and enjoy public 
confidence, and their recommendations usually are adopted as far 
as national resources permit. 

This principle of coordinated a<:ti.on extends ~?m the high~st 
executive power to the local lI;ut~orItIes ~ho admini~r the detaIls 
of law and regulation. The prmClple was Incorporated In the promo
tion of· commercial sh~pping and. port deve~opme.nt through. the 
appointment of three hIgher councIls c?operatmg wIth. the ~irustrv 
of Public Works in all proposals relatmg to constructIOn, Impr'?v ..... 
ment maintenance and operation of seaports and sea commuruca
tions: The memb~rs of these councils receive no compensation for 
their service to the nation. 
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PROVISION OF MARINE PERSONNEL RESERVE 

The merchant marine of France is manned by Frenchmen. Crews 
of most commercial.vessels of other nations contain men of all nation
alities; but Frenchmen usually serve on French vessels, which fact 
may be attributed to the influence of the Inscription Maritime, the 
traditional organization of French maritime personnel. The close 
association of the French Government with this organization, and 
through it with the merchant marine, during a long period of time 
is a unique example of governmental promotion of merchant ship
ping, national defense, and maritime development through the es
tablishment of a professionally trained personnel reserve. 

The Inscription Maritime (" maritime enrollment") of France 
was instituted in 1663 by Colbert, who _gt!i<ied the financial, com
mercial, and maritime policies of Louis XIV. The purposes of its 
establishment, following hard on the. adoption of the navIgation acts 
of England (which had as their declared purpose the training of 
seagoing personnel for the British merchant marine at a time when 
the merchantman went armed as a potential fighting ship), was the 
establishment of maritime power through essential personnel. The 
institution -is remarkable in that, while it was almost feudal in its 
inception, it has survived the shifting currents of national political 
life. Thus, despite changes in the form of the French Government 
from an absolute monarchy to a republic, then again to an empire, 
and finally, since 1871, agam to a republic, the Inscription Maritime 
has endured for more than two and a half centuries in spirit and, 
except in details, in substantially the form in which Colbert con
ceived it.' 

·COMPENSATION FOR MERITORIOUS PERSONAL SERVICE 

Trade Commissioner Louis Hall, Paris, reports the passage on 
February 9, 1930, of a law authorizing the Government to award 
compensation for particular merit to persons in the service of the 
French merchant marine and to those French citizens rendering dis1 
tinguished service in promoting the interests of French shipping and 
the development of French ports. This official recognition will take 
on an honorary character, in the form of appointments to or promo
tions within the Legion of Honor. For this purpose the following 
annual appointments or promotions will be made available: 

250 Croix de Chevalier (new appointments to the Legion of 
Honor). 

100 promotions to the rank of officer in the Legion of Honor. 
10 promotions to the rank of commander. 

BUDGET FOR NEW MINISTRY OF MERCHANT MARINE 

An idea of the relationship between the Ministry of Merchant 
Marine and maritime matters as set up since the cabinet reorganiza
tion of November 2, 1929, may be gained from the details of the 
1931-S2 budget estimates. Besides 172,143,500 francs ($6,748,025 
at the stabilized rate of $0.0392 to the franc) for inland waterways 

• For a more recently organIzed marItime socIety see dIscussIon of the MarItime 
League of France In Gratlen Candace's work on the French Merchant Marine. 
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and canals ~d 182,192,201 francs ($7,141,934) for port works, the 
budget proVld~ 448,574t033 ~ancs ($17,584,102) ~or the :Ministry of 
:Merchant :Marme and FIsherIes proper. The detl\Ils are presented in 
Table 18. 

TA.BI.B 18. - FRENCH Buool:1' EBTIllATES roB 1931~2, MINISTRY OF MEBOIlAL'IT 
ldA.B.INs AND FISHEBIBS 

Amount 

AllocaLion Equiva
lent in 

Francs United 

~,,!d,!:jnr.=!~.~.~_~_~~_~~_~_~~_~_~_ 3,oeO,I80 
Supplememary work, aid and otber grants to v81ious pen;ooneI in the servie» o( 

!il~~~~-~~~;~;;~~~~~~~~~~~~~~~ 
p_ o( =t='::!i~~~h::"~lr:~~~~:::::=:::::::::::::::::: Personnel for tbe inspection of navigatioIL-___________________________________ _ 
PerscDD81 (or the supe .. isioo cr fisheries and ooolrol or fishiDg establishments __ _ 

~r:,'l!S' :..:er:l:;g ~~e :::'':;'l;'=' "o'f:':-m ...... .;h8l;t-marine:::::::::_:::: 
Oraots, funds, and various upeoses relative to the persoDD81 o(tbeservi .... o(the merchaot mariDe.. ___________________________________________________________ • 

Purchases, ooDStructioo, moving and "'PBir o( fixtures; purchases aod repeir o( 
(urniture; heat and light; _phone subscriptiOD and tolls; IeJegraph 1DeSS8/l1!S; postage ______________________________________________________________________ _ 

IodemDities and various expeoses Cor the ....-.it;e or IechDical supervisioo in the 
pons--------------------------------------------------------------------------Operation of maritime instruction, and school equipment ___________________ _ 

Eoc<>UrageDleot Cor proCessiooal maritime iDStructiOD, (oods and subsidies _____ _ 
Applit'8tion of law of April 17, 1907, on the secwity of maritime navigatioD.. ____ _ 
Cootribution to various outlays ooo<emiog _ty o( mmitime navigation and hygiene 00 boerd -...-..Is_. ___________________________________________________ _ 
EIpeDSe! _ling from the applicatioo o( the seamen's act (rode do travail 

maritime) and the disciplinary and peoal rode (rode disciplinaire at peoall o( 

158, 640 
7115,000 

1,535. 600 
2,930.328 
4,709,941 

876, 135 
839,855 

1, 860, 026 
4. 7C2, 339 

l2O, 000 

199,850 

763, 600 

69,300 
730, 000 
240.000 
245,000 

965,000 

S~::~!n'=:OteSSi(;D8iiiiMiiiii.eorg;.i!.tiom:=:::::::::::::::::::::: 7, ~:: 
Seemeo's oompeosation; enCOUl'llgelDellt 01 proCessiooal and 8lD8teoc cootests in interest or mantuoe DBVJgBtiOD ____________________________________________ _ 
Various material and upeoses Cor fisheries and maritime mettms.... ____________ _ 
PI;otection o( lisheriea.. _________________________________________________________ _ 
Fishing /leet and Cor fish traosporL _________________________________________ _ 
Fishing ports.. _______________________________________________ " _________________ _ 

SubventiODS to the mutual iDswaoc1! wmpenies against lais or fishiDg material 

90, 000 
1,811.339 

l2O, 000 
1.000 

3,880, 000 

and to the mutual maritime credit funds______________________________________ 3, 300, 000 
Espe ...... (or the admiDistnltion and wutroJ of the regiooal treasuria! of the mutual maritime credit organizatiollS.... _____________________________________ _ 
CoDtributioo to the work undertaken by the scientific and teclmical office or Dl&I1time fisherIes ___________________________________________________ ----------
Allocation o( interest established by the Jaw of August I, 1928, 00 maritime credilS _______________________________________________________________________ _ 

SaJariea of the Government oommissiooers with the oooressioDarJ' navigation oompenies or pubJie-utility character _______ • _________________________________ _ 

20,000 

223, 000 

15, 000. 000 

58,840 
Operation 01 maritime postal servi .... and servi .... o( pobli .... tility characIer 

hetween the CODtiDent and COrsiaL-_______________________________________ 15, 000. 000 
Operation o(maritime postal service in the Far East, Australia, New Caledonia, 

the east coast o( Afri .... and the eastern MediterraoeBD._____________________ 118, coo. 000 
Subventioo to the maritime service to New YOTL.______________________________ 4. 000. 000 
Subvention to the maritime service between France and the Aotilles and Central 9, 500, 000 

o Am~o':o( m8riiiWi-P;;;W-';;';ireS--,;n,r;.;,;v;;;.-01-Piiiiii.;.DiiifiY-tii8i8Ci8r-\:"tweeo Fnmce and BnWl and the River PJate.. _________________________ _ 
Subvention to the mariDer's pension fund. _____________________________________ _ 

f1~_.:::.::Tb~=iiie-ciViii8Dp.;;:a;m,e)-Oiib8-si8i8-iOii8iiiiiy8lio;;Wces:: 

49,645. 000 
193. 166, 000 

95,),100 
1,201,960 

Coun upeoses iDcurred before the administrative civil and oommerte courts; reparatioDS and cIemagfs___________________________________________________ 10. 000 
Reiiobwsable advao.... to employees relative to pensious.___________________ 20, 000 

TotaL ___________________________________________________ --------- 448, 574. 033 

I Converted 8t the stabilll8d rate or $O.mlI2 to tbe traoc. 
Source: Budget GeoeraJ de L'E ..... ci<.e 1931-32. 

85083--32--8 

States 
currency 1 

$119,959 

f!,218 
31,164 
6tl,l!IE 

114.&;9 
164,630 
24,244 
32,922 
72,912 

l8t, 332 
4, 'lOt 

7,834 

29,933 

2, 717 
28,616 
9.411l 
9,604 

37,828 

278,124 
28,499 

3,528 
71,00t 
4. 'lOt 

39 
152, 0!16 

129,360 

8, 742 

588, COO 

2,3U1 

588, 000 

4,625,600 
156,800 

372,400 

1. 946, IIl4 
7,572, II1l 

37,_ 
47,117 

392 
78t 

17,564, 102 
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'THE FRENCH COMMERCIAl. FJ.EET 
... 7 • . 

GROWTH OF THE MERCHANT MARINE 

, In 'tonnage of vessel~ of 100 gross tons and above the French com
mercial, fleet 'doubled during'the period 1896-1913, increasing pro
portionally' in both the ~ power-driven and the sailing categories. 
The power-driven fleet' aga.in doubled in the period 1913-1931 
(Lloyd's Register figures), but the sailing tonnage dropped to a 
relatively ummportant total. tThe develQpment of the fleet in rela
tionship to the variQus'. bounty lawl} fro{Il 1895 and to the effect of 
the World War from :un3 on is shown in 'the following table: 

. . . 

'1'otRl Power· 
July 1...:. commercial "driven 

fleet I vessels I .. 
t G,o •• ,.", 

1896: ••••••••••. 
G, .. ,/o", 
1,129,575 930. 785 

1900 ............ 1,3.;(), 562 1.052, 193 
1905 ••• _ ........ 1,728, 03S I, 26Q, 973 
1910 ............ 1,882,280 1,4480 172 
1913 ............ 2, 201,164 ·1,793,310 
1914 ............ 2, 319,43&0 1.922,286 
1915 ............ 2, 285, 728 1,909,609 
1920 ......... __ 3, 245,194 2,963,229 

I V'fS"ls of 100 gross tons and upwards. 
Sourt'e: Lloyd's Register 01 ShippIng, 

. . 
:~~,. 

I 
lulyl-

• . 
Glr~'7: 1'925 •••.••.••... 

298, 309 1926 ............ 
467, oo.~ 1927 •••••• _ ..... 
434,108 1928 ...... __ .... 
407,85t 1929 ••••••••• _ •. 
397,152 1230 ............ 
376,119 1931. ........... 
281,966 

I Total I Power· 
comm~rt'f81 driven 

lI .. t I ""essel. I . 
I 

Gr ... ""'. G, ... /om 
3,511,984 3. 319.645 
8,490,606 a, 324, 397 
3, 469, 9SO 3,361,679 
3, 344. 4115 3,256,832 
3,378,603 3, 302, 664 
3,530,879 3,470. 691 
3, 566, 227 3, 613,179 

PRINCIPAL FRENCH SHIPOWNERS 

Soiling 
vessels I 

G, ... I.", 
192, 339 
165,209 
los, 301 
88,6.'13 
75,979 
60,288 
63,048 

Operation or control of the greater part of the French commercial 
fleet is exercised through centralized control of three leading owner
ship groups. The Compagnie Generale Transatlantique is the larg
est owner, with 631,550 gross tons as of July 1, 1931. When its stock 
was placed on the New York market in 1928 the company stated that 
it had interests in 181,000 tons besides its owned tonnage, giving it at 
that time a probable total control of about 723,723 gross tons. In 
March, 1928, this company established a working agreement with the 
Chargeurs Reunis (now owning 310,982 gross tons), which also 
works closely with the Compagnie de Navigation Sud-Atlantique 
(now owning 71,431 gross tons). The third group is the Mediter
ranean company, Messageries Maritimes, with 159,647 gross tons, 
with which the Chargeurs has a working agreement by and throuO'h 
which these two companies carry practically all the exports to Indo
China. The Messageries also manages the Societe des Services Con
tractuels (the Government contractor for the Far East subsidized 
service), which company since 1920 has placed in service about 30 
new liners and now owns 359,212 gross tons. The boards of direc
tors of the Compagnie Marseillaise de Navigation, Societe de N aviga
tion a. Vapeur France-Indo-Chine, and the Societe Les Armateurs 
Fran~ais are interlocking with the major groups. The latter three 
companies. own 58,769 gross tons, 16,089 gross tons, and 55,784 gross 
tons, respectively. 
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It appears, therefore, that the.entire 2,000,000 tons of shipping in 

the French long-voyag~ trades Is~enerali;y ;v.nder a centrally con-., 
trolled direction, t>ermittid~' common actIOn. These owners - also 
have some interest-in shipbUlldin~ yarqs. _ ,'y • : 

The 1928 French budget report stated that in 1926, ",~, regards 
South America, all the French companie~ united by' an agreement, 
~ransported 96 per cent of French exports and .89 per cept of ;French 
Imports." ¥. -' •• 

THE WAR AND THE MERCHANT MARINE 
, .'. ~ . 

The relationship betwe~ll the. Fren<;h Go;er;fubIlt 'and. inerchimt 
shipping during the World War in respect'orGoveJ;'~ent,ownership 
and costs was discusiied in the 1923 edition of Government Aid to 
Merchant Shi~ping. The statements which follow are taken from 
that report. . ' ~ 

The French merchant marine in June, 1914 • .aggregated 1,576 ships 
of 2,319,400 gross tons, pf which t,003 of 1,918,500 gross tons were 
steel steamers;..iJ?- June,.1922, it comprised 2,094 ShIpS of· 3,846,000 
~oss tons, of which 1,552 of 3,303,000 gross toils were steel steam\ll'S. 
This increase had been attained in spite of a French loss bv sub
marines and mines of 916,000 gross tons during the war. French 
shipbuilding, which almost wholly ceased dur.ing the war when 
French shipyards were devoted to repair work on French and Allied 
ships and to ordnance and munitions work, during the nine years, 
1914 to 1922, turned out only 736,000 gross tons, while during the 
nine years before the war the output was 788,000 gross to{ls. ~ 

BEGINNING OF GOVERNMENT OWNERSHIP 

France began its control of merchant shipping Ullder the general 
power of military requisition ~Cf'!orded by the act of July 3, 1877, 
requisitioning ships on bare-boat charter and itself. providing the 
crews, but it was soon compelled to resort to time charters. The 
early months of 1918, when the Allied Maritime Transport COUllcil 
was organized, comprised the most critical period of the war from 
the viewpoint of ocean transportation: By the act of February 10, 
1918, France requisitioned its entire merchant marine, and by the 
later laws of March 25 ,nd April 20 assumed the financial responsi
bility for its operations. A credit of 240,000,000 francs was voted as 
a revolving fund for maritime transportation, to which 110,000,000 
francs was added for the charter of 30 former German steamers, 
aggregating about 150,000 gross tons, which the Brazilian Govern
ment had seized on its entry into the war. 

The act of March 25, 1918, also provided a credit of 500,000,000 
francs for the purchase and construction of ships on the Govern
ment's acCOUllt, which was increased by 250,000,000 francs Ullder the 
law of December 31, 1918, and by 100 000,000 francs by the law of 
March 31 1919-the total credit for the purchase and construction 
of ships f~r the Government's account thus being 850,000,000 francs. 

SALE OF GOVERNMENT F~JEET 

At the end of the war the French Government had under requi
sition the fleet of private shipowners and also a fl~et p~rch~se?
or building with public funds for the Government, a SItuatIon SImI-
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lar to that of the United States and of Great Britain. It also had 
38 former German steamers under charter from the Brazilian Gov
ernment. To this was added after the armistice a proportional share 
in the operation of former German ships, for purposes defined by 
the armistice and its renewals, and still later a share of ex-German 
ships awarded as reparations for losses by submarine warfare. In 
December, 1918, a law was passed providmg that by December 31, 
1919 the accounts of the ships requisitioned from private owners 
shouid be liquidated and the shi:ps restored to their owners. It was 
necessary later to extend the tIme for liquidating requisition ac
counts-indeed, up to January 1, 1923, considerable amounts were 
Dot determined, partly on account of litigation. 

The National Assembly recognized in 1921 that the budget could 
no longer sustain the heavy burden imposed by the Government 
construction, ownership, and operation of merchant ships. It passed 
accordingly the act of August 9, 1921, instructing the Government 
to close the accounts of the Government's operation of ships by De
cember 31, 1921, and to sell, not later than July 31, 1923, " to the best 
interests of the treasury," subject to the approval of the National 
Assembly, the Government's entire fleet. The conditions provided 
that in case of resale at a profit within five years the resale must be 
approved by the Government and the vendor must give half the 
profit to the State. 

The act differed from the American merchant marine bill of 1920 
in that it fixed a definite period of two years within which the 
Government's fleet should be sold. It also contained a general 
provision, simila·r in intent to some of the provisions of the American 
act of 1920 (generally known as the Jones bill), in that it provided 
a preference to ships flying the French flag for the transportation 
of cargoes destined for the State or for public establishments or 
establishments of public utility (as defined m French law) or in the 
case of contractors for the public service, including cargoes delivered 
to France by Germany in execution of the treaty of peace. These 
provisions were a·pplicable also to French colonies and protectorates. 

This act was passed by the Chamber of Deputies by a vote of 429 
to 144, the minority being generally infavor of the continued Gov
ernment ownership and operation of merchant ships. In the Senate 
there was no opposition to the bill. The sale of the Government 
merchant fleet had been urged as early as February, 1920, by the 
Armateurs de France, a·n association of French owners of steam and 
sail tonnage established for many years for the general promotion 
of French maritime interests and including the ownership of 2,700,-
000 gross tons, or 80 per cent of the French merchant fleet. (At that 
time the American Steamship Owners' Association was urging 
similar views before committees of the United States Congress.) 

The fleet to be disposed of under the act of August 9, 1921, con
sisted of 425 ships of various types, aggregating 1,250,000 dead
weight tons, and comprised steel steamers built in France after 1918 
and mainly after 1919; American wooden steamers delivered after 
1918; ex-German steamers built mostly before 1914 and delivered as 
reparations; and of sailing vessels, tugs, and barges of various 
origins. Some ex-German steamers had already been disposed of as 
compensation for war losses, and some steamers were still under 
construction in French yards in 1923. 
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Thelrogress of the liquidation up to the beginning of 1923 was 
covere by a report of 115 pages to the Chamber of Deputies by M. 
Morinaud, vice chairman of its committee on the merchant marine, 
recommending the approval of the contracts made by the Govern
ment for the sale of the ships. The Government's committee ad
ministering the act decided at the beginning of September, 1921, to 
give preference, first, to owners whose ships had been sunk by the 
enemy and whose losses had not already been made good by the 
Government, and, second, to owners who would agree to operate the 
Government ships they purchased in trade between France and its 
colonies. It also fixed as a base price 400 francs (at the time ap
proximately $28) per dead-weight ton of a new steamer of 6,000 tons 
dead weight, which was reached by a study of the prices brought by 
ships in the world's markets during the summer of 1921. On this 
basis the market value of the units of the fleet was computed accord
ing to age, general condition, type, and other factors. The com
mittee reserved to French mail lines the passenger and mixed 
passenger-and-cargo steamers to be disposed of, and to French 
owners the steel cargo steamers, barges, and tugs, with the under
standing that vessels of these types not purchased by French owners 
and the remaining types of vessels were open to foreign purchase. 

CONDITIONS OF SALE 

Bids were opened oil October 10, 1921, and out of 45 in all, 16 were 
accepted, the remainder being rejected mainiy because they were not 
accompanied by financial guaranties of the contractor's ability to 
carry out the contract. The aim of the Government had been to 
dispose of the fleet as far as possible en bloc, so that unserviceable 
ships should not be left on its hands after the better types had been 
sold. The shipowners' associatiqv cooperated to promote this result 
by organizing a company of 40 of its members, which offered to 
purchase 385,000 tons of the better types of steamers and also 280,000 
tons of the wooden steamers, barges, and tugs. The company was 
all'otted 280,000 tons of the steel ships and 280,000 tons of the wooden 
steamers and miscellaneous craft-in all, 560,000 dead-weight tons, or 
half the fleet to be disposed of. 

The contract for the steel ships, signed November 23, 1921, pro
vided for purchase for cash or on credit. In cash sales 30 per cent 
was payable on execution of the bill of sale and 70 per cent on 
delivery of the ship. Sales on credit were to be met by annual cash 
payments for 8 years in the case of ships 20 years old, 10 years in 
the case of ships from 10 to 20 years old, and 14 years in the case of 
ships under 10 years old, the purchaser to pay annually to the Gov
ernment 6 per cent interest on the sum still due, to give the Govern
ment a first mortgage on the ship, and to keep the ship insured at 10 
per cent above its value. In. credit sales it was also required that 
there should be a periodic review of ~he original ~ase price, 400 
francs per dead-weight ton for a new ShIP, and on thIS reVIew, based 
on the market at the time, the base price could be raised to not over 
700 francs or lowered to not under 300 francs, 10 per cent of the 
difference being added to Of_ subtracted from the annual payments. 
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Purchasers of ships on credit deposited 30 per cent of the first 
annual payment on execution of the bill of sale and 70 per cent on 
delivery of the ship.· . 

The purchasing company established a general guaranty fund of 
4 per cent of the credits allowed by the Government to all its mem
bers as assurance against default of anyone. In case of the sale 
of a ship to foreigners with Government approval the company 
agreed to turn over 60 per cent of the profit to the Government and, 
if the Government requested, to invest the proceeds of the sale in 
the purchase of foreign ships of special types indicated by the Gov
ernment for transfer to the French flag. The company also under
took, in agreement with the Government, that its ships would 
perform all transportation in the public interest in conformity with 
the normal trade of the ships, especially in trade with French colo
nies. Finally the company affirmed its purpose with the ships it 
bought from the Government to assure in preference to all other 
serVIces those specially related to French ports, to French colonies, 
and to all trades useful for the development of French commerce. 

SALE OF WOODEN SHIPS 

The supplementary contract between the Government and the com
pany organized by the Armateurs de France by which the Govern
ment disposed of its fleet of wooden steamers and miscellaneous craft 
was signed June 26, 1922. It included 96 wooden steamers, steam 
schooners, and barges with boilers, 34 reinforced concrete barges, 4 
steel barges, and 25 tugs of 23,656 horsepower-in all, 159 vessels 
of about 290,000 tons dead weight. The care of these 159 vessels 
was costing the Government 300,000 francs a. month, or about $4 a. 
day, for each vessel., and the contracting company agreed to assume 
the care within 30 days. It guaranteed to the Government 6,000,000 
francs as a minimum of proceeds of the sale and agreed that the 
Government should receive all proceeds up to 10,000,000 francs. The 
company was to receive 3 per cent commission on its sales. If.the 
proceeds exceeded 10,000,000 francs, the state was to receive 80 per 
cent of an excess of 3,000,000 francs or less, the company 20 per 
cent; if the excess was between 3,000,000 francs and 5,000,000 francs, 
the state was to receive 70 per cent, the company 30 per cent; any 
excess above 5,000,000 francs to be divided equally. In the following 
tabulation the Government's receipts are given at the minimum 
6,000,000 francs, but reports up to May, 1923, showed that 73 vessels 
of 149,000 dead-weight tons of this fleet, or about one-half the ton
nage, had been sold by the guaranteeing company to private owners 
for 3,575,000 francs. 
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TAIlLIi 2O.-DETAILB OJ!' SALES OF FRENCH GoVERNMENT MERCHANT F!:.EJ;:r 

________________ ~ ___ o_r~ __________________ I-V-~---ls II T~ I 
Steel steamers: S01.D Numb" D4::~:lhl 

~~-=:.:::::::::::::::::::::::::::::::::::::::::::::;:::: ~ ~: m 

Prire 

Frmu:. 
61,310,8S3 
36, 537. 251 

Total steel steamers.......................................... 122 492, 179 97,848, 134 

i~~¥~~~~~~~~~~~~:~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~:F~~~:~:L~~~' r:~~m~l5:~~~i:r~;f:; ~:l 
Blanket sale: I 4 : 

~~#~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~:I;---~_fl--'-zf-:-~-:.I.}---6-,ooo'-000-
Total blanket sale ••••••••••••••••••••••••••••••••••••••••••.. L 169 • 265, 983 6,000,000 
Total sold ••••••••••••••••••••••••••.•••••.••••••••••••• _ ••••• 1====:'36=O~ 11=':', :=91=l,=711O=~=11=5,;,;3"'24,;., ()j;';;6 

;j~~"~~·~~~~~~~~:~:~:~c{ ].1-

1

_....:.._1 ____ ....:.._ 

41,700 '17,924,900 
27,750 11,985,-
1,950 112:1,000 

12,039 • 803, 000 
83,139 20,835, 1110 

O~nd toleL •. __ ..• __ ......... _ ... _ ......... _ ....... _ ... _ ... 1 379 , 995,199 136,159, 206 

I Horsepower. • E lclusi\"e ur tugs. • Estimated. 

GOVERNMENT'S LOSS ON MERCHANT SHIPPING 

The book value of the Government's ships built or bought consid· 
ered above is computed at about 1,076,000,000 francs, as under the 
system of accounting fixed by la.., insurance and deduction for depre
ciation are included in costs of' bperation. The book value of the 
ex·German ships included above is .estimated at 43,243,091 francs, the 
llIllount for which they were sold, as the Reparations Commission 
had not finally determined the amount to be charged to the Govern
ment on this account. 

The ships considered above do not include 14 cargo steamers of 
79,900 dead-weight tons and 10 passenger steamers of 57,140 tons-
in all, 24 of 137,040 tons--which were delivered late in 1922 or were 
to be delivered in the first half of 1923.' The cost of construction of 
these ships less their market value when completed was estimated at 
approximately 60,000,000 francs. Upon completion they were char
tered to French owners, partly for carrying the mails between France 
and French territory and protectorates in northern Africa pending 
final arrangements for their sale. 

The figures do not include the expense to the Government of replac· 
ing 21 steamers of 67,000 gross tons (80,000 dead·weight tons) which 
while under Government charter during the last eight months of the 
war were torpedoed and which the Government was under contract 
to replace. The total net loss to the Government on this account 
was computed at nearly 145,000,000 francs. 
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Including all these i~ems, the cost to the Government for the pur
chase and construction of ships stood at over 1,300,000,000 francs 
and the proceeds from the sale of ships to be applied to the cost were 
about 136,000,000 francs, showing a loss of nearly 1,200,000,000 francs 
under this head. The following 'statement gives details, to which is 
added the loss on operations: 

Francs 
lBook value of GoverDIDent vessels ________________ 1,076,449,403 
Construction under way, less market value of ships when completed _______________________________ _ 
lBook value of ex-German ships covered ___________ _ 
Replacements of torpedoed ships _________________ _ 

59,756,000 
43,243,091 

144,808,000 

I, 324, 256, 494 
Deduct proceeds of sale of ships__________________ 136, 159, 206 

Loss On purchase and construction ________________ 1,188,097,288 
Loss to September 30,1922, on Qperation___________ 608, 600,000 

Total loss ________________________ ~--------- 1,796,697,288 

The operations accounts were balanced every quarter, and the bal
ances carried forward under three separate neads, the total deficit 
under all three on September 30, 1922, being estimated at 608,600,255 
francs. The largest item was an estimated deficit of 256,562,271 
francs in the account for the requisition of ships of French ship
owners. This is the oldest account; and, as accounts liquidated 
and closed showed a loss of 351,648,703 francs, the accounts remain
ing to be closed were estimated to result more favorably to the 
Government and to reduce this loss by nearly 100,000,000 francs. 

The accounts for ex-German ships showed an estimated deficit of 
98,330,462 francs; and here, too, the closed accounts showed a deficit 
of 132,391,222 francs, so the final audit of remaining accounts was 
expected to reduce the deficit. Of the deficit, however, 45,137,000 
francs was due from the German Government for services performed 
for Germany, especially during the armistice period. The deficit 
under the account for the Government's operation of its own fleet was 
estimated at 253,707,522 francs. The deficit on accounts finally closed 
under this head was 244,960,000 francs, which the operations remain
ing to be audited were expected to increase, as indicated. Sale and 
transfer, however, to private shipowners, French and foreign, was 
steadily reducing the fleet operated by the Government and, in conse
quence, the operating losses. 

WAR-RISK INSURANCE 

At the beginning of hostilities, French shipowners and commercial 
interests were confronted with the impossibility of securing from 
private insurance corporations on reasonable terms marine insurance 
against war risks, so the Government decided, from August, 1914, to 
issue in its own name marine-insurance policies. This step was taken 
simultaneously with Great Britain, which had prepared for it with 
a project for Government marine insurance early in 1914, to be 
available whether Britain was a belligerent or a neutral. The action 
of the. French Government was validated by later acts of the 
National Assembly. 
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Two kinds of insurance were issued by the Government during 
the course of hostilities-optional and obligatory. Optional insur
ance, under the laws of April 10, 1915, and January 15, 1917, was 
issued at the request of those concerned on the hulls of Allied or 
neutral ships to the amount of 80 per cent of the value of the hulls 
agreed upon against ordinary marine casualty. Cargoes carried 
under the flag of France, the Allies, or neutrals were insured for 
their total value. Obligatory insurance, under the act of April 17, 
1917, covered from that date to the end of hostilities the hulls of 
French ships of over 500 tons, with the exception of those that be
longed to the Government or were managed directly by some Gov
ernment department (mail steamers, ships requisitioned or chartered 
by the Government, etc.). 

Administration of the Government marine insurance was intrusted 
by decree of August 11, 1914, to the Executive Commission on 
Finance and transferred August 13, 1917, to the Merchant Marine 
Commission, which administered the laws up to October 20, 1919. 
Obligatory insurance, which was in fact suspended when the Govern
ment requisitioned the entire merchant marine fleet in 1918, was re
sumed as ships were released from requisition. The policies in effect 
on October 20, 1919, of course, remained in effect until the termina
tion of the contract of insurance. 

While the laws were in operation a quarterly statement was issued 
to the Ministry of Finance and to the finance committees of the two 
chambers of the National Assembly. The central treasury held to the 
credit of each of these two accounts insurance premiums as well as 
various receipts coming from the sale of damaged mercb,andise, 
wrecks, etc. It charged itself with the payment of losses on account 
of wrecks and certain additional expenses, such as legal fees and 
judicial expenses. Losses on account of the total loss of a ship carry
ing obligatory insurance were paid to the insured only to the amount 
of three-fourths of the value agreed upon, the remaining one-fourth 
being set apart in a special account in the treasury to be paid to the 
irtsured only after he had replaced the lost ship, as reqUIred by the 
law of April 17, 1917. The budget for 1922 estimated receipts for the 
year at 900,000 francs and expenditures at 38,460,000 francs, of 
which, however, 37,00Q,000 francs was for the liquidation of old 
losses. 

The entry of European governments into the field of marine insur
ance was not a radical step, because several of them already had had 
in operation for some time governmental systems of workingmen's 
insurance, besides old-age pensions and relief for the unemployed, in 
which the factors of risk, joint contributions, and other elements 
calculated by actuarial methods were involved. 

POSTAL CONTRACT SERVICES 

When contracts at present in force shall have. expired, the postal
subsidy and contract-service syste~ o~ F!ance WIll have rounded out 
practically a century of applicatIOn m Its modem form. Cont!act 
conditions and the methods by which contracts were entered mto 
have varied with contemporary !~quirements, but the postal-~ubsidy 
principle-that of scheduled saIlings of guaranteed regularIty and 
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with specified equipment, under penalty provisions, in consideration 
of stipulated compensation or assumption of financial risk by the 
State-has remained undisturbed. 

EARLY PACKET SERVICES 

According to J accottey's treatise on postal legislation and opera
tion in France,fi .the first attempt at regular French transoceanic 
packet service was the establishment of a service between France and 
the United States immediately after the American Revolution. 
Regular services in the Mediterranean began much earlier-in his 
thesis on the maritime postal services of France, Henry Grout dis
cusses Mediterranean services under Louis XIV in 1661.8 Other 
services of similar character were established during the following 
century. 

TRANSATLANTIC SERVICES (PRIVATE OWNERSHIP WITH SUBSIDy) 

I'IBST BEBVICI!I TO NEW YORK, 1783 

After the American Revolutionary War it seemed to France that 
the establishment of a regular navigation line would be the best 
means to again fasten ties which a confraternity of arms had estab
lished between France and the new Republic of the United States. 
By resolutions of June 28 and July 5, 1783, the French Government 
decided upon the creation of regular services, and contracted for such 
services with a French citizen, M. Le Colteux, who undertook to 
make one voyage a month between Port Louis and New York. The 
rates for letters transported by these packets was fixed at 20 sols 
(so us) , or $0.20, each. 

Beyond giving encouragement, the United States took no part in 
this undertaking; the entire outlay was borne by the French budget. 
Each trip of a packet cost 30,000 francs ($5,800 at $0.193 to the 
franc), or 360,000 francs annually, and produced postal receipts of 
5,500 francs ($1,060), or 66,000 francs annually, with a resultant loss 
to the Ministry of Marine of about 300,000 francs ($58,000) a year. 

While the usefulness of such a service was recognized, and while 
the wish was expressed to extend it to the FI:ench colonies, the Gov
ernment nevertheless on December 14, 1786, resolved to reduce the 
number of voyages to the United States from 12 to 8 a year, but 
placed in service 12 new vessels for the Windward Islands and 4 
for the islands of Mauritius and Bombon. 

The expense of establishing and dispatching 24 vessels occasioned 
an increase in the contributIon of the postal administration and 
higher rates of postage on letters to and from the colonies. Com
mercial circles in Bordeaux, Rennes, Paris, Aix, and Rouen raised 
energetic protests against this increase in rates and against the 
monopoly on colonial letters. 

The result was that by a resolution of July 5, 1788, the Govern
ment discontinued the services, giving as reasons for this action the 

• Jaccottey. Prot, Paul: Tralte de Legislation et d'ExDloitation Postales. 1891. 
e Grout. Henry: Lea Services Maritimes Postawt en France. 1908, 
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complaints from maritime as well as other regions, the excess of 
expenditures over postal revenues, and the proposal that commercial 
services should in the future carry out the essential communication 
systems. 

Thus ended the first French attempt at subsidized sailing-packet 
services. Grout lays the blame for failure on article 2 of the law of 
June 28, 1783, which limited mail packets to the carriage of mails, 
passengers between France and America, baggage, and the necessary 
food supplies. They were prohibited from carrying freight, which 
lIL Grout terms "an error of 1783 that was to be repeated in the 
Government-owned steam fleet in the Mediterranean in 1835." 

llEXICO LINB, 1827 

Various other attempts were made during the first half of the nine
teenth century toward establishing trans-Atlantic communications. 
On Au.,.oust 17, 1827, the Government contracted for a period of two 
years with lIL Gautier for a monthly service between Bordeaux and 
Vera Cruz by wily of Martinique and Haiti. The contraetor agreed 
to put five vessels of 200 to 300 tons in service, with sailings on the 
20th of each month, and the duration of the voyages was fixed at 50 
days. The subsidy was 5,000 francs per crossing. 

In 1829 a new contract for four years was made with M. Balguerie. 
The subsidy was reduced to 7,500 francs for a complete voyage, or 
90,000 francs ($17,400) a year. The service was suspended by min
isterial decision of September 19, 1832, because of quarantine meas
ures relative to packet boats in Mexican ports. 

SOUTH AIlEBICAlf LlNl!I, 1829 

In 18-29 regular packet servicfs were established between France 
and South America in execution of article 24 of the treaty of com
merce and navigation concluded with Brazil on June 8, 1826. Ex
panses were to be borne jointly by France and Brazil. A law of July 
4, 1829, authorized the creation of two new packet lines from Havre 
to Brazil and Buenos Aires. The contract for this service was 
awarded on December 15, 1829, at the same time that the State pro
ceeded to renew the contract for the Mexican line. The contractor 
was to employ packets of 200 to 300 tons. 

Another contract, for service between France and Colombia, which 
was to have been awarded in May, 1830, failed of negotiation. This 
service was to have made one voyage every two months from Havre 
or Bordeaux to Cartagena by way of Martinique. 

These first trials did not succeed because the subsidy (300,000 
francs in 1831 for the three lines to Vera Cruz, Rio de Janeiro, and 
Buenos Aires) was too small and the contract period too short. The 
Government, which reserved the mails to the State-supported vessels, 
had no other object in view in granting the packet-service contracts 
than to allow time for the construction of the necessary equipment 
with which to assume the postal service with a State-owned fleet. 

The Government had maintained, through its own means, a daily 
steamer service between Calais and Dover. 
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MEDITERRANEAN SERVICES (GOVERNMENT OWNERSHIP AND OPERATION) 

By the provisions of the law of July 3, 1835, the Minister of 
Finance was granted a credit of 5,900,000 francs ($1,140,000) for the 
establishment of steamer services to carry mails in the Mediterranean 
from France to Italy, Greece, Turkey, and Egypt. 

Two lines were proposed, one from Marseill'e to Constantinople by 
way of Italian ports, Malta, Syra, Smyrna, and one from Alexandria 
to Athens by way of Syra, Syra thus becoming the point of intersec
tion of the two lines. Three departures and three arrivals a month 
comprised the schedule. 

Inasmuch as the service was to be operated under Navy officers, it 
was decided not to transport all classes of cargo but to confine the 
services to mails, passengers, and a few valuables. 

REASONS FO& GOVERNMENT OPIIlB.ATlON 

The Government gave as economic reasons for the proposal the 
extension of commerce and shipping and the scarcity of prIvate bid
ders capable of undertaking the responsibility, due probably to inex
perience with steam vessels, in contrast to the experience with such 
equipment of Great Britain and Austria, whose success was cited as 
additional evidence of the necessity for the service. It was thought, 
too, that the service woul'd increase the power and prestige of France 
on the African coast and elsewhere in the Mediterranean; that the 
State-operated vessels would exercise a surveillance in the Mediter
ranean favorable to French interests; that it was a good way in 
which to train officers for the Navy; and that the vessels in the serv
ice could be so constructed as to serve as naval auxiliaries in war. 
Still another argument in its favor was the claim that a steam service 
would be a guaranty against piracy, which had existed for a long 
time in the Mediterranean. 

Even had it been desired to have the proposed services operated 
by private enterprise this could not have been done,' for only one 
company had indicated its willingness to undertake the contract. 
This company had submitted two proposals to the investigating 
commission. One called for a subsidy of 1,500,000 francs ($289,500) 
annually for 10 steamers as required by the Government. The State 
was to take the postal receipts, estimated at 400,000 francs ($77,200), 
thus making a net estimated cost to the Government of 1,100,000 
francs ($212,300). The second proposal was an annual subsidy of 
600,000 francs ($115,800), the postal receipts to go to the State and 
the contractor to employ vessels of only 100 to 120 horsepower; the 
net cost to the State was estimated at 200,000 francs ($38,600) annu
ally. The first proposal was considered too great a burden upon 
the budget, while the second was thought not to offer vessel equip
ment commensurate with the requirements of the service. 

BESULTS OJ!' GOVERNMENT OPERATION 

From a financial point of view the results of the system were un
satisfactory. Instead of an anticipated profit of 158,000 francs per 
year there was a deficit of over 3,000,000 francs annually, and the loss 

'Idem, pp. 2<h29. 
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. during 14 years of Government operation has been placed at 37,237,-
900 francs ($7,177,000). Grout states that the actual amount was 
Blore likely 50,000,000 francs." 

The national assembly became perturbed over this situation, and 
on April 18 and 19, 1849, it decided by vote that the operation of 
postal packet lines should be surrendered to private enterprise. A 
commission created by ministerial resolution of March 2, 1850, for 
the purpose of studying the matter 'proposed turning over the equip
ment to a private company to which should be allowed a subsidy 
based upon the probable difference between the necessary expenses 
and the presumed receipts. In conformity with these recommenda
tions the State concluded a contract with the Messageries N ationales 
(see p. 102) by which this company agreed to operate the Mediter
ranean lines by means of a subsi~ of 3,000,000 francs ($570,000). 
This agreement was approved on July 8,1851. 

RETURN TO PRIVATE OPERATION WITH SUBSIDY 

Thus at the end of 15 years of Government operation the transpor
tation of mails resolved itself into the modern system of private own
ership and operation with Goverrup.ent subsidy in various forms. 
This system spread itself, geographically if not chronologically, in a 
fanlike manner from France to New York, to Central America and the 
West Indies, to Brazil and the River Plate, to West Africa, to North 
Africa and the Mediterranean, to East Africa, to Australia and New 
Caledonia, and to Indo-China and Japan and the Far East. 

The first important new application of the subsidy system was 
the taking over of the Government operations in the Mediterranean 
by the Compagnie des Messageries Maritimes, founded in 1851 by 
M. Rostand under the name of Compagnie des Services Maritimes des 
Messageries Nationales and lat~r (February 28, 1853) changed to 
Compagnie des Services MaritiMes des Messageries Imperials. This 
contract provides the first use of the word "subvention" in the 
b\ldget of France as referring to the present system of postal con
tracts, and from 1851 to 1931 appropriations for mail-contract 'pur
poses have been carried in the budget under the title" subventIon," 
the French equivalent of "subsidy." The contracts with the Mes
sageries company are discussed on pages 102-109. 

Laws of June 17, July 1, and July 10, 1850, in a like manner 
transferred to a private corporation the postal service between France 
and Corsica, which haa been operated under State management since 
1841. A decree of February 2, 1855, tendered the operation of the 
services between Calais and Dover to the Clebsattel & Churchward 
Co. The service between France and Algeria, which had been ren
dered by the State, was intrusted to private enterprise from J an
nary 1, 1842. The same was done with respect to the trans-Atlantic 
service.8 

: l~e~81li ~~e Government had obtained from the Chamber of Deputies the credits 
nece.sary for establishing rapid communications between Frallc~ ~nd the two Americas; 
28000000 francs ($5400000) was put at the disposal of tbe Mm.ster of Marine for tbe 
construction of 18 packet boats. Lines were to be formed from. Havre to New York, 
from Bordeaux and Marseille to the Antilles and Central America, and from St. Nazalre 
to Brazil and tbe River Piate. After five years of trials It was found that tbe ve~seis 
built by the State were too heavy to compete In speed with the Englisb and Amertcan 
packets Only the line to tbe United States was therefore inaugurated, but the company 
operaU';g it With equipment obtained from the State was forced to abandon the enter
prise after a few montbs. 
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FAR EAST~ AUSTRALIA, AND MEDITERRANEAN SERVICES 

As just said, the first mail-subvention contract entered into by the 
French Governmeni was that of July 8, 1&51, with the predecessor 
of the present Compagnie Messageries Maritimes, of Marseille. This, 
the largest French steamship organization in the Mediterranean, with 
65 vessels of 518,859 tons,lO is charged with the important duty of 
providing the contract services for the French Government to the 
Far East, Australia, New Caledonia, East Africa, and the eastern 
Mediterranean. 

United States capital is interested in this service to the extent of 
an issue of $10,000,000 in 7 per cent bonds, which the company sold 
in New York in 1924. Another issue of $11,000,000 in 6 per cent 
25-year sinking-fund bondS of 1927 was offered in the Netherlands 
and Canada; $5,500,000 of the Canadian share ($9,500,000) and the 
entire Netherlands share ($1,500,000) were taken in the United 
States market, thus providing a United States capital interest of 
$17,000,000 in this French enterprise. 

At the time of offering the $10,000,000 bond issue to the American 
public the American underwriters made the following statement 
concerning the purposE) of the issue: 

These services are carried on under the control and guaranty of the French 
Government and are, like the French railways of which they are considered to 
be prolongation undertakings of public utility, engaged among other things iu 
carrying French mail in both directions. 

To facilitate the development of the colonies a vast program of public under
takings is under way, but the Government has, in the first place, endeavored 
to insure regular and rapid communication by sea between France and her colo
nies. This company is charged by the Government with the duty of insuring 
these services, and is thus called upon to contribute in an important degree to 
the exploitation of French colonial domains and the development of commercial 
exchange between France and her colonies. This is the motive which led the 
French Government to grant to the company the financial guaranties. 

The Messageries contract now in force is a. revision and prolonga
tion of the contract of December 30, 1911, which was to expire in 
1931 but which was suspended durina' the World War. By agr~
ments dated December 29, 1920, and :July 6t 1921, approved by law 
of July 28,1921, the new contract (discussed ill detail at pp.105-109) 
became effective for a 25-year penod ending December 31, 1941. It 
is a mutual profit-and-loss sharing arrangement between the Gov
ernment and the concessionaire. 

CONTRACT OP 1851 

The original contract with the Messageries Nationales (now the 
Messa~ries Maritimes) was concluded on February 28, 1851, and ap
provea on July 8 of that year. It was for 20 years (renewable there
after year by year) and called for a. subsidy of 3,000,000 francs 
($579,000) annually for the first 10 years, after which there was to 
be an annual reduction of 100,000 francs ($19,300) until the amount 
was reduced to 2,000,000 francs a year at the expiration of the orig
inal contract. 

The company was to select 10 to 13 of the Government-owned 
steamers besides 'hose set aside by the postal administration, and also 

II Lloyd's ReglBter, 1931-82. includes the fleet of the Soci~t~ des Services Conuactuels. 
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agreed to take over the three steamers of the Rostand company of 
Marseille. The Messageries organization agreed to construct five 
vessels. of not less than 300 horsepower during the first five years of 
operation. 

The services were to consist of three principal lines out of Mar
seille-one to Malta by way of the Italian coast~ one to Constanti
nople (!stanbul), ~d one to Alexandria:-besides a secondary line 
connectmg Constantinople and AlexandrIa, a total of 315,000 miles 
a year. 

During the Crimean War the services and subsidies were increased 
and the contracting company is credited with carrying 100,000 troops 
and 20,000 tons of war materials during the campaign.ll 

ClIAl'I'GES FOLLOWING CBIMEAN WAB 

_ Following the Crimean War various extensions and changes were 
made in the services, until by 1859 the annual mileage had been in
creased to 560,000 and the annual subsidy to 4,776,119 francs 
($921,800). 

By agreement of April 22, 1861, creating the Indo-China services, 
the Mediterranean and Black Sea services were continued until Feb
ruary 22, 1881. By agreement of June 30, 1886, approved by the law 
of July 7, 1887, all the services operated by the Messagerles Mari
times were covered under one contract, the Mediterranean services 
calling for 12 and 13 knots speed. Finally, by law of July 9, 1895, 
the subsidy was slightly reduced, the speed was established at 13 
knots, and the termination of the contract was set for July 22, 1912. 

CONTRACT OF 1861 

Following the expedition of 1860 which opened the ports of China 
to European commerce, and aftEhJ the occupation of Cochin China by 
France, the French Government sought to bring about regular com
munications between France and the Far East. A great line con
necting Marseille with the most important points of India, China, 
and Japan ap;peared to be the proper means for accomplishing this. 
The Messagenes Maritimes was the only company which was able to 
undertake the operation of these services without too ~uch delay, 
and it obtained the concession by the agreement of AprIl 22, 1861, 
app.roved by the law of July 3, 1861. 

Under article 4 the Government was to advance the company 
12,000,000 francs ($2,316,000) in three annual payments, to provide 
funds with which to purchase the required vessels. This advance 
was to be repaid in 12 annual installments, with interest at 5 per cent. 
By a second agreement, of May 27, 1862, approved by the law of 
July 6 1862 a further advance of 1,995,750 francs ($385,000) was 
made. ' The;e advances were in line with a principle that was em
ployed in the early practice of most countries-that of not o~y 
agreeing to subsidize liner servi~es but also to adva~ce funds WIth 
which the contractor could acqUIre the necessary eqUIpment. 

The 13 995 750 francs authorized by the laws of 1861 and 1862 was 
advanced' to the company, 4,000,000 francs in 1862, 5,116,285 francs 

U Grout: Lea Services Maritimes Postaux en France, p. 34. 
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in 1863, and 4,879,465 francs in 1865. Reimbursement by the com
pany began the following year with annual payments of 1,000,000 
francs through 1876 (except in 1870 when 1,050,833 francs and in 
1872 when 949,167 francs were paid). In 1877 the annual payment 
was reduced to 166,312 francs, and in 1888 the company completed 
reimbursement of the Government advances. 

Twelve vessels, of 91f2 knots speed for the main services and of 9 
knots speed for the bran~h lines, were to be built, the contract em
bodying details as to power and equipment and the exact manning 
scale. So far as a basis of measurement of operative requirements 
was concerned, the indicated power was the determining factor. 
The customary items as to mail and mail messengers, freight, and 
passenger carrying were included; also stipulations as to reimburse
ment of the company in c~se of requisition of the vessels for military 
use, specifying an mterest charge of 5 per cent and depreciation 
of 5 per cent upon a valuation placed upon the vessel by a joint 
board. 

The French Government by agreement of June 23, 1854, had ar
ranged with the Egyptian Government for transisthmian transport 
of mails by rail, and by agreements of March 5, 1859, and July 9, 
1864, had arranged for transport of passen~ers in the same manner. 
The opening of the Suez Canal made many Important changes in the 
Messageries contract, among which was an increase of speed to 
about 13 knots. 

CONTRACT OF 1881 

A commission was named in 1879 to study the question of a line 
to Australia and New Caledonia, with the result that by the a~e
ment of January 15, 1881, approved by the law of June 23, 1881, 
additional lines were opened to Australia and New Caledonia. In 
1885 a line to East AfrIca was added. 

Revision of the 1881 contract during the latter part of the nine
teenth and the beginning of the twentieth century brought the speetl 
requirements up to 14 knots on the principal lines. 

CONTRACT OF 1911 

The subsidy payment in the contract of December 30, 1911,11 was 
based on speed, tonnage, and service, and was limited to an average 
27.50 francs ($5.30) per marine league, or about $1.75 per nautical 
mile, for all services performed and refund of Suez Canal dues. 
Vesseb were required to be of French construction and of minimum 
gross tonna~s of 11,000 to China and Australia, 7,500 for Mediter
ranean serVIce, and 3,000 for services from Colombo to Calcutta. 

"A dlseusslon of the agn>ement of Deet>mber SO, 1911. Is to be found In Chamber of 
Deputies Document No. 1199, dated July 12, 1911, Signed by the Ministers of Public 
Works, Posts. and Telegraphs. of Colonies. of Commerro and Industry. of tbe NO,.,.\ and 
of l<'lnance. This document consists of a 25-page report. followed by tbe contract tself 
nnd stipulations covering 84 printed pages, Chamber of Deputies Document No, 1453. 
dated Deeember 71 1911. signed by M. Simyan. deputy. In bebalf of a commission of 44 
cbarged wltb the nvestlgatlon of tbe projed Is a 45-pnge survey of tbe requl",weuts of 
Ibe service followed by tbe contract nnd stipulations. Tbe Ministry of Public Works. 
Poots. and Telee:raphs publlsbed tbe stipulations separately In a 63-page editlon_ 

Both the 1916 e.lltlon and the re,-Ised 1923 edition of Govprnment Aid to M~rcbftnt 
Shipping (issued ns Special Agents Series No. 119 by the Bureau of Foreign and D0-
mestic Commerce. Wasblngton) carried a detaUro analysis of tbis contract_ 
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Speed requirements under the 1911 contract were 15 knots for the 
main line from Marseille to Saigon, and 14 knots on the extension 
to Yokohama and on the principal Mediterranean routes. If com
petitive services increased their speed, the French Government could 
demand higher speed from the contractor against larger subsidies. 

The contracting company agreed to carry the mails without 
charge, to carry Government passengers at a 25 per cent reduction 
in fares, and to reserve a certain proportion of space for Govern
ment business, with a 30 per cent reduction in freight tariffs on 
Government traffic and free carriage of bullion and specie. 

MESSAGERIES CONTRACT OF 1921 

The present ocean mail contract with the Messageries Maritimes' 
Steamship CO.'3 is one of the most important and instructive of 
maritime transportation measures for the restoration of world trade 
and the adaptation of that trade to changed conditipns resulting 
from the war. The contract was the result of over a year's considera
tion by the French Government; and upon an elaborate favorable 
report by M. Briand, President of the Council and Minister of 
Foreign Affairs, M. Ie Trocquer, Minister of Public Works, M. 
Sarraut, Minister of the Colonies, and M. Doumer, Minister of 
Finance--the report declaring that the "services to be performed 
under the new contract are services of national importance which 
must be assured at any cost "-it was approved by the National 
Assembly on July 28, 1921. It covers a period of 25 years 'ending 
December 31, 1947. Sixty per cent of the .total budget for contract 
services in 1931 is applied to this contract. 

The ~rimary purpose of the contract is to maintain regular mail 
connectIOns between France and its protectorates and colonies on the 
Pacific and Indian Oceans, including Indo-China, Madagascar, and 
smaller territories and islands, ~ith a total popUlation of 22,000,000. 
Such connections over routes of thousands of miles involve wholly 
different considerations from those governing communication acros!" 
the Mediterranean with the 30,000.000 subjects in the French pro
tectorates and colonies in northern and western Africa or even with 
French territories and citizens in the Western Hemisphere. 

SUBSIDY RATES 

The financial terms of the contract of 1921 were complicated by 
the effects of the war on France's system of communication with its 
colonies. In 1911 the Government had contracted with the Mes
sageries Maritimes for the maintenance of a system of communications 
similar to that under the present contract. The contract fixed various 
rates of pay according to the route, but provided that the total 
subsidy should not exceed the sum resulting from a rate of 27.25 
francs per marine leaQ1]e (3 miles) for all the contract voyages 
performed. .Any exceS: over this sum was to be held by the Gover~
ment until the routes could be reduced or other arrangements substI-

"A most convenient referencr on the aereement of 1921 and the present contract Is 
Circular No. 1152 of July 30, 1931, published by the Central Com!"ittee of French Ship
OWners (Comlt~ Central des Armateul'. de France), whleh contsms the Briand report, 
laws, orders, agreements, stipulations, and other official data bearing upon the new 
contract. 

85083-32-9 
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tuted. Beginning with about 13,000,000 francs the first year, this 
contract at the outbreak of the war was calling for an annual subsidy 
of more than 16,000,000 francs and also a ·refund to the company of 
Suez Canal tolls amounting to about 3,600,000 francs a year-in all, 
nearly 20,000,000 francs annually, or $3,800,000 at par of that day. 

During the war the mail routes were steadily reduced or aban
doned, and early in 1918 the Government requisitioned all the mer
chant ships of France. Nearly half the passenger fleet of the Mes
sageries Maritimes was lost during the war. In August, 1919, a 
temporary arrangement was made to carry on the contract of 1911 
until April, 1921, in order to gain time to adjust conflicting claims 
and to consider a new contract under post-war conditions. The 
contract of 1911 was for 25 years, hence in framing new arrange
ments the Government had to consider not only obligations incurred 
up to 1936 by that contract but also the necessity of maintaining, at 
any cost, communications with French colonies throu~h the Medi
terranean and across the Indian and Pacific Oceans. As a result of 
all these complications the contract of 1921 has many unusual features. 

OPEBA.TIVE ORGANIZATION 

Under the new contract, which replaces the one of July 11, 1911, 
the Messageries Maritimes agrees to organize a subsidiary company 
with a capital of 60,000,000 francs ($4,500,000 at 1921 average ex
change) for the purpose of completing the revised terms of the 1911 
contract which were to end in 1936 as well as the terIllS of the 1921 
contract ending in 1947. 

Formation of the new company was made necessary by the inter
ests involved in the operation. The 1911 contract recognized both 
the company's private and public services but had presented account
ing difficulties. This situation was to be corrected by a special cor
poration whose sole business was to carry out the Government serv
ices. Also this new organization assumed all the responsibilities in 
respect of the 1911 contract up to the time it was to have ended 
(1936). The subsidiary company is known as Societe des Services 
Contractuels des Messageries Maritimes. 

The Messageries Maritimes was to subscribe the· first one-fourth 
of the stock and may not dispose of this except by consent of the 
administrative board of the subsidiary, in which the Government is 
largely represented. The Messageries Maritimes waived all war 
claims. 

SUBSIDY'S RELATION TO BALANCE SHEET 

The subsidy depends on the balance sheet each year. Against 
receipts of all kinds are to be set off all the ordinary expenses of 
operation, including insurance on all the fleet. Other liability items 
include, first, the sum required for annual amortization at amounts 
fixed for the 16 ships of the Messageries Maritimes and at 5 per cent 
for new ships; second, annual interest charges and repayment of 
loans; third, the sum needed to pay 7 per cent on paid-up stock; 
fourth, repairs and renewals at the rate of 2 per cent of the book 
value of the existing ships and 1 per cent for new ships, subject to 
modification if necessary; fifth, the sum of 20,400,000 francs to the 
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lIessageries Maritimes annually up to 1936, and thereafter annually 
up to 19~ the sum of 16,337,000 francs, and in 1947 (when the con
tract expIres) 13,910,000 francs; sixth, an operator's commission 01 
~O per .cen~ of the excess of receipts ,over ordinary operating expenses! 
mcluding msurance. 

PROFIT AND LOSS SHARING 

If the balance sheet should show a profit, 80 per cent of these 
profits go to the French Government and 20 per cent to the company. 
The company's share, however, can not exceed a 4 per cent dividend 
on its stock; and this, with the 6. per cent guaranteed, permits a 
maximum 10 per cent dividend. Any excess over that rate is to go 
half to the Government and half to a reserve fund. 

A profit is not anticipated on mail routes of this nature and under 
the limitations called for by this contract.. Experience before the 
war showed that the enterprise was not commercially profitable, and 
if it were conceivably so the Government would not be required to 
pay so large a subsidy as the 45,000,000 francs provided in the budget 
for 1923-24, 32,000,000 francs for 1924-25, 69,000,000 francs for 
1925-26,65,000,000 francs for 192&-27,54,000,000 francs for 1927-28, 
51,000,000 francs for 1928-29, 84,000,000 francs for 1929-30, 90,000,000 
francs for 1930--31, and 118,000,000 francs for 1931-32. These esti
mates are apparently based upon the deficit of the previous year. 
Deficits were 32,416,628 francs for 1922, 76,619,052 francs for 1923, 
69,099,404 francs for 1924, 65,143,215 francs for 1925, 34,449,586 
francs for 1926, and 84,525,501 francs for 1927. 

The arrangement to meet losses, therefore, is the practical subject 
to be considered. These, like profits, are apportioned 80 per cent to 
t.he Government and 20 per cent to the company. The company's 
liability for 20 per cent of t~El losses is to insure its active interest 
in the economical administration of the prescribed services; the 
liability may extend to the amount of its commission for operation 
.( 10 per cent of operating profits), but not beyond that. 

OONSTlWC'l"ION OF NEW SHIPS 

Performance of the contract was begun with 16 steamers, aggre
gating 118 000 gross tons, with speeds of 13 to 14% knots; but the 
contract r;cogmzed that it could not be ~lly performed until new 
ships are built, and this the company promIses to do as. soon. as con
ditionspermit. It is also planned to .replace older ships WIth new 
ones according to terms agreed upon WIth the French Governm~nt .. 

New ships to be employed under the contract must be bruIt m 
France, except that during the first five years of t!te contract su?h 
ships may be built abroad .. 4-fter five years the ships.may be b~Ilt 
abroad if, under equal conditIons 3.? to type, constructIOn, and tIme 
of delivery, the bids of Fr~nch shIpyards are at least 1.0 p.er cent 
higher than the bids of foreIgn yards. If the Frenc~ prIce IS mo.re 
than 5 per cent higher but less than 10 per ~el;lt, the ShIP~ can be brult 
abroad only with the consent o~ the Mllllster of Fma:r;tce. T.he 
maritime credit law of 1928 establIshed a 15 per cent cost differentIal 
in favor of French shipyards. (See p. 155.) 
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NATIONAL DEFENSE 

New ships must be provided with platforms for guns suitable to 
their type and with two ammunition chutes which can be flooded 
from the bridge. 

Ships hereafter put into the contract service must, on a trial trip 
of four hours under Navy rules, develop a speed of llh knots above 
that regularly required to maintain their contract schedules. 

CriJ!pled or invalid soldiers, on presenting official certificates of 
disability, are entitled to a reduction of 75 per cent in second and 
third cabin fares, not including cost of food; and, if the soldier be 
a total invalid requiring an attendant or nurse, the attendant is 
entitled to the same reduction. 

A quarter of the cabins of each class and a quarter of the cargo 
space must be reserved for the Government up to 15 days before 
ships depart from :Marst!i.lle and also on the return voyages at Saigon, 
Tamatave, and Noumea. Special accommodations are to be provided 
for the Government's postal agent, including a launch for his exclu
sive use in charge of an officer. The bodies of French soldiers, 
sailors, and Government officers who have died in the colonies must 
be transported at 50 per cent of first-class fares. 

BOUTES A:SD SCHEDULES 

The scope of the contract is shown by the large number of ocean
mail routes, some of them 20,000 miles for the round voyage, which 
the contracting company is bound to maintain regularly according 
to the following schedules: 

Far Ease 

1. (a) A voyage every two weeks, outward and return, between :Mar
seille, Port Said, Jibuti, Colombo, Penang, Singapore, Saigon, Hong 
Kong, Foochow (optional), Shanghai, Kobe, and Yokohama. , 

(b) A voyage every four weeks, outward and return, between :Mar
seille, Port Said) Jibuti, Colombo, Singapore (optional), Saigon, 
Turan, and Haiphong. 

(c) In case the Compagnie des :Messageries Maritimes (the parent 
company) should abandon its commercial service to India, the con
tractor will be bound to guarantee, at the request of the minister, 
either a monthly service by cargo boat between Dunkirk, Ma·rseille, 
Port Said, Aden, Colombo, Pondicherry, and Calcutta (outward 
bound), and between Calcutta, Pondicherry, Colombo, Jibuti, Port 
Said, Marseillel and Dunkirk on the return voyage, or a branch line 
between Colomoo, Pondicherry, Calcutta, and return . 

• ~1l8tralUJ. and New Caledonia 

2. (a) A voyaO'e every four weeks, outward and return, between 
DunkIrk, l\IarseiITe, Port Said, Aden, Colombo, Sydney, and Noumea, 
with Aden (optional) and Jibuti on the return. Between Colombo 
and Sydney the contractor may follow a route and maintain sched
ules of his choice. 

(b) A voyage every four weeks between Sydney, Noumea, and 
New Hebrides; on the return voyage via Noumea to Sydney, connect-
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~g ~ith the ship returning to France .. The itinera:ries of this serv
ICe, m so far as the schedules to the New Hebrides are concerned, 
are fi~ed by an agreement between the Government and the repre
sentatIves of the contractor, observing the necessity of assuring at 
Sydney the transfer of mail for Europe. Twelve voyages are to be 
made m a year, and the t,ime corresponding to the thirteenth voyaO'e 
will be utilized for repa:irs at one or more periods. '" 

(0) Th.e contractor, if circmnstances justify, will be bound to as
sure serVIces between France and Tahiti. The conditions for the 
performance of the necessary voyages w.ill be determined with the 
cO.nsent of the ~?ntractor in agreement ~ith the minister charged 
WIth the superVISIOn of the merchant marme and the Minister of the 
Colonies. ' 

Ead coast Of Africa 

3. A voyage every two weeks, outward and return, between Mar
seill~, Port Said,. Port Sudan (optional) i Jibuti, Mombasa, Tanga 
(optIOnal), ZanZIbar, Dar-es-Salaam, Kiloa (optional), Majunga 
Diego Suarez, Tamatave, Reunion, and Mauritius, including Ade~ 
on the return. . 

Ea8tern Mediterrwnean. 

4. (a) A voyage every two weeks, outward a:nd return, between 
Marseille, Naples ( opbonal ) , Piraeus, Smyrna, Constantinople, 
Smyrna, Beirut, Vathy (or optional Rhodes), Constantinople, 
Smyrna, Piraeus, Naples (option~), Marseille: The schedules for 
the coast of Carmania: will be maintained during the period agreed 
upon by steamers based at Beirut. 

(b) An express voyage every two weeks, outward and return, be
tween Marseille, Naples (optional), Alexandria, Port Said (op
tional), Jaffa (optional), H~~a, (optiona:l), Beirut, Alexandretta. 
By agreement between the Government and the contractor, certain 
of these voyages at certain 'periods of the year may be ended at 
A.lexandria or may even be given up. 

(0) A voyage every two weeks, outward a:nd return, and alternat
ing with the preceding, between Marseille, Naples (optional), Alex
andria, Port Said (optional), Jaffa (optional), Haifa ( optional) , 
Beirut, Alexandretta (optional). 

The maximum time allowed for the voyage between the termina:ls 
of each route is fixed in the contract ; for example, from Marseille 
to Saigon, 26 days 7 hours; from Saigon to Yokohama, 16 days 2 
hours; from Marseille to Reunion, 38 days; from Marseille to Syd
ney,47 days 7 hours; from Sydney via Batavia to Ma:rseille, 50 days 
1 hour. If competing foreign lines develop higher speeds, the con
tract permits the French Government to require increased speed 
from ships hereafter built to carry out the contract and as far as it 
may be practicable from ships already so employed. 

SOUTH AMERICAN SERVICES 

CONTRACT OF 1860 

A subsidized service between France and South America was insti
tuted in May, 1860, when a contract .betwee~ .the Frenc~ Govern
ment and the Compagnie des MessagerIes Maritimes went mto effect. 
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This service antedates by a year the Havreo-New York service of the 
Compagnie Generale Transatlantique. 

The original contract was for 20 years and provided an annual 
subsidy of 4,700,000 francs ($907,100 at $0.193 to the franc) for 
voyages aggregating 303,696 miles-a rate of about 15.50 francs 
($2.99) per mile. This contract was modified by an agreement dated 
April 22, 1861, which suppressed the line between Marseille and Rio 
de Janeiro and reduced the subsidy to 2,306,172 francs ($445,091). 
Under the modified agreement the company was obliged to operate a 
line from Bordeaux to Rio and from Rio to Buenos Aires. The con
tract was renewed by agreements of June 20,1886, November 5, 1894, 
and June 26,1907. 

CONTRACT OF 1912 

In July, 1912, a new convention was entered into between the 
French Government and the Societe d'Etudes de Navigation, a 
nominal concessionaire7 which ceded its rights to the Compagnie de 
Navigation Sud-Atlantique, in which the Compagnie Generale Trans
atlantique and the Comp'ignie des Messageries Maritimes are be
lieved to hold an interest .. It appears that the failure of the 
Compagnie des Messageries Maritimes to retain a contract it had heJd 
since 1860 was due chiefly to its inability to meet the speed require
ments which were demanded by the Government and which the 
Societe d'Etudes de Navigation was prepared to accept. 

The contract was .for 25 years beginning July 22, 1912, and pro
vided for a subsidized postal ser'rice, with round voyages once every 
two weeks, between Bordeaux, Lisbon, Dakar, Rio de Janeiro, Monte
video, and Buenos Aires. In addition the company was required to 
operate a nonsubsidized commercial service, with voyages at least 
once a month, between Bordeaux, Dakar, Pernambuco, Bahia, Rio de 
Janeiro, Santos, Montevideo, and Buenos Aires, by vessels of not 
less than 4,000 tons cargo capacity and of not less than 11 knots 
average, speed. . 

As to the vessels to be operated on the subsidized line, the contract 
stipulated (art. 26) that they must be built in France and must have 
a minimum displacement of 11,000 tons and a minimum annual aver
age speed of 15 knots between Bordeaux and Lisbon and 18 knots 
between Lisbon and Buenos Aires. However, it was provided (art. 
97) that temporarily the company might operate vessels of 9,000 tons 
displacement at a speed of 14 knots from Buenos Aires to Lisbon and 
15 knots from Lisbon to Buenos Aires, and that two of the vessels 
might be of foreign construction. These requirements resulted in the 
construction of the Lutetia and the M (J8rtui.a. 

Due to conditions caused by the 'Vorld 'Val', the 1912 contract was 
revised and renewed for a period of 10 years from August 13, 1920. 
Mutual profit and loss sharing terms were included in the 1920 
contract. 

SUD-ATLANTIQUE CONTRACT OF 1928 

The present French Government subsidized service to Brazil and 
the River Plate bears the elements of a partnership between the 
Government and the Compagnie de Navigation Sud-Atlantique in· 
respect of profit-and-loss sharing arrangements, and the recent revi-
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sion of the provisional contract of 1920 is a most searching and 
thoroughgoing investigation ·of economic, commercial, and technical 
considerations entering into subsidized ocean-mail services." 

A direct result of these negotiations was the launching on April 15, 
1930, of L'Atlantiqwe, the largest and fastest steamer to ply between 
Europe and South America. This de luxe passenger steamer is of 
~9,900 gross tons, will develop 52,400 horsepower, is designed to 23 
knots speed, and is scheduled to take its place in the South American 
~ervice in 1931. 

ROUTES AND SCHEDULES 

The present agreement was signed on January 31, 1928, approved 
by the Chamber of Deputies on February 22, by the Senate Marcli 15, 
and promulgated on April 6. According to article 12 of the agree
ment, the contract is to become effective upon a date to be determined 
by the ministry in charge of the merchant marine and to end on 
December 31, 1952. The effective date was fixl}d at December 31, 
1928, thus making 1929 the first full operating year under the new 
contract. •. 

The operating company binds itself to maintain a sailing every two 
weeks with fast de luxe passenger vessels between Bordeaux, Vigo, 
Lisbon, Rio de Janeiro, Montevideo, and Buenos Aires. Calls at 
Dakar, the Canaries, and Cape Verde Islands are obligatory for 
revictualing. 

The services are to be maintained by the passenger steamers 
Lutetia of 14,784 gross tons, built 1913, and the Mal~silia of 15,363 
gross tons, built 1920, and two new vessels (L'Atlantiqwe, just men
tioned, being one of them) to be built under the customary naval 
regulations and inspection. Provisional reductions in serVIces are 
effective until the full vessel equipment is available or until subse
quent agreements are made, as in case of the end of the period of 
usefulness of the Lwtetia anli the M assilia, which is fixed by the 
agreement to be December 31, 1940, for the former and December 
31, 1945, for the "latter. . 
• The effect of the speed required of the new vessels on this service 

is illustrated by time limitations, which specify t~at the present 
vessels shall make the passage in 18 days during the busy season 
and in 21 days during the slow season, while the new vessels must 
make the voyages in 15 and 18 days, respectively, a saving of 3 days 
over a route of 6,150 miles . 

.. In conjunction' with the di.cussion of the 1928 agreement an elaborate report was 
prepared and presented to the French Senate by M. Hio, a member of that body. This 
.. eport deals at length with the necessity for the development of french Intluence In South 
America the status of fast passenger vessels In the trade, emIgration movement, com
petition' and the relative merits of steam snd motor power in the run. This l'eport umi 
the. laws agre£&ments and operating conditions governing the new contract are COD
tained in' Circular No.' 1353 of May 19, 1928, issued by the Central Committee of French 
Shipowners. . 

In a previous report prepared on the renewal of the contract of 1920 by M. Mlllerand. 
M. Yves de Trocquer, M. Serraut, of. the cabinet, and by committees of the Chamber. of 
Deputies It was stated that the mall and passenger steamel's would serve a populatIon 
of near~ 45000000 not only on the Atlantic coast of South A,!,el'lca but on the Pacltlc 
coast through tlie Transandine Railroad, nearly all of Latin orlglu. Beyond that there 
ore 200 ()OO French citizens in the various countries of South America engaged in COlU
mpreial' BDd engineering enterprises, i~ teaching, and in the professions. The ?m
portance to Fl'ench commerce of attractIng travel ~nd. intercourse with South A.merlca, 
8S well 8S the need of steamships equal or superIor In speed and accommodations to 
those of competing nations, was emphasized In all the reports, 
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MAILS-FREIGHT AND PASSENGER BATES 

The contractor carries all mail for account of the postal admin
istration, the remuneration for this service being fixed annually. 
The contractor carries parcel post at International Postal Union 
rates. 

The contracting company agrees to fix freight and passenger rates 
according to competitive tariffs and to enter into agreements on this 
point with other French or foreign companies or conferences. 

The State is to benefit by any concession that may apply to pas
sengers or freight by comparable competing steamers. Round-trip 
ticket limitations for Government passengers are established at 
three years and six months. Reduction in passage for invalid sol
diers is provided at 75 per cent off regular rates. 

FINANCIAL ARRANGEMENTS 

The amount of subsidy paid the contracting company depends 
largely upon the efficiency of its management and the commercial 
possibilities of the trade. 

The company must finance the construction of the required ves
sels and the State agrees to guarantee the interest and the amortiza
tion of the principal. This provision, however, does not greatly 
affect the contract, as the maritime credit law (see p. 154) was passed 
shortly after the approval of the agreement. It may affect the com
pany in case the annual limit of loans available to one borrower 
through the Credit Foncier should preclude use of this agency. The 
contractor can then go into the open market assured of the Govern-
ment guaranty. . 

The annual subsidy depends upon the difference in revenues and 
expenditures. Into the operating revenues go all receipts from all 
sources with the exception of certain transactions which had their 
beginnings before August 26, 1920. The expense account includes 
all normal operating charges including insurance ;premiums, depreci
ation on the Lutetia and Massilia and other eqUIpment, interest on 
and amortization of loans, 5 'Per cent interest charge on a capital of 
19,831,536 francs, and other lesser charges. The company also re
ceives 10 per cent of the excess of revenues over operating expenses 
and charges this amount to the expense account. 

PROFIT AND LOSS SHARING 

The resulting difference determines the compensation of the com
pany. If the revenues still are greater than the expenditures, the 
compan; receives 10 per cent of the difference and the State 90 per 
cent. I the expenditures are greater than the revenues, the company 
absorbs 10 per cent and the State 90 per cent of the loss. 

The company is entitled to profits up to 10 per cent on the capi
talization according to above sharing arrangement. If the distribu
tion of the account results in a profit of more than 10 per ceRt but 
less than 20 per cent, the profits between 10 and 20 per cen~ will be 
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divided 25 per cent to the State, 25 per cent to a reserve fund, and 
the remainder to the company. If the profits exceed 20 per cent, the 
excess will be divided 371;2 per cent to the State, 371;2 per cent to 
reserve, and the rest to the company. 

The gross earnings of the Compa",anie de Navigation Sud-Atlan
tique totaled 101,689,445 francs ($3,986,226 at the stabilized rate of 
$0.0392 to the franc) during 1928. Operating and overhead expenses, 
depreciation, and financial charges absorbed 101,585,567 francs 
($3,982,15-1), leaving a net profit of 103,878 francs ($4,072). In the 
balance sheet of December 31, 19-28, an item of 16,000,000 francs 
($627,200) appears as payments made on the new liner, repair fund 
at 7,019,315 francs ($275,157), and depreciation at 23,017,000 francs 
($902,300). 

For 1929, the first full year of operation under the new contract, 
the budget of France included an estimate of 25,000,000 francs 
($980,000) for the South American contract; for 1930--31 the bud~et 
estimates are 35.450,000 francs ($1,390,000) and for 1931-32, 49,645,000 
($1,946,000). This service therefore takes the second largest expendi
ture under the French system and compares with the 118,000,000 
francs appropriation in 1931 for the Far East contract. 

For listed budget appropriations for this service since its beginning 
see Table 23, page 128. 

)IEXICO. CENTRAL AMERICA.. .AND WEST INDIES SERVICES 

TBANSATLANTIQUll CONTKAcr OF 19%7 

• The present postal-service contract between France, Mexico, Cen-
tl'!ll America, and the West Indies calls for a yessel-replacement 
program which will cost the contractQr approximately $16,000,000 at 
current prices, and the amount of the subsidy is based upon the addi
tion of new vessels. The a~ement between the Government and the 
Compagnie Generale Transatlantique (popularly referred to as the 
French Line), dated April 21, 1927, was approyed by the law of 
lIarch 28, 1928. It replaces the contract of October 26, 1908 (ap
proved by law of December 27,1911), is retroactive from September 
1, 1927, and expires December 31, 19!7. 

CHANGII IN TYPE or OON'DUCT 

The present cont~ct w~ conclu~ed. by negotia~on, t~e Govern
ment in this case settIng asIde the prmciple of public bIdding for the 
reason that the stipulated. yessel-replacemeI?-t program w?uld require 
a capital expenditure which only substantIal and experIenced oper
ators could guarantee.l$ 

The system adopted is that of a straight co~tract wi~h a direct 
increase of subsidy in proportion to the entry mto servIce of new 
vessels-a direct stimulus to a vessel-replacement program. In elect
ing this policy the administration stated that t~e system of govern
ment partnership in contracts had not bet;n ~tisfactory, due to .the 
lack of incentive on the part of the concessIonaIre tQward economical 

• Extension of remarks, FreUd. Chambe1' of Depoti"", June 21. 1921. 
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operation inasmuch as increases in costs and decreases in revenues 
fell principally upon the State. Particularly had this fault been 
noticeable where contractors operated" free" (nonsubsidized) cargo 
services parallel to the contract vessels, as, for instance, in the case 
of the lines to the Antilles. 

FINANCIAL ARRANGEMENTS 

To avoid the difficulties of direct government participation in an 
operating contract and at the same time to meet the objection raised 
against fixed-payment contracts and the lack of incentive toward 
increasing the revenue of fleets engaged therein, the subsidy in the 
present contract is divided into two distinct parts-(a) a fixed pay
ment as remuneration for the service based upon equipment at the 
beginning of the contract, and (b) a sliding-scale increase in subsidy 
to cover renewal of the fleet, based upon the difference of the current 
value of the obsolete vessels and the cost of replacements. 

Each branch of the French Government using the ships of the 
Compagnie Generale Transatlantique must itself pay for them. The 
new contract, for example, compels the company to provide the usual 
accommodations for mails and arrange for their delivery, but the 
French post office must pay for mails transported at rates agreed on 
by the Post Office and the Merchant Marine Departments and the 
company. In like manner the new contract requires the usual ac
commodations for troops, Government passengers, and supplies, but 
payment for the use of such accommodations must be made by the 
War Department, the Navy Department, and the other deJ?artments 
concerned, from their own funds and on a commercial baSIS. 

ROUTES AND SOHEDULES 

The following analysis of this contract by the late Eugene T. 
Chamberlain is based upon Circular No. 1352 of the Central Com
mittee of French Shipowners, issued May 8, 1928, which contained' 
the laws, agreements, and official reports and was printed in Com
merce Reports of August 13, 1928: 

Guadeloupe, Guiana (French), and Martinique are French territory and 
represented in the Senate and Chamber of Deputies of the French National 
Assembly; Haiti was formerly French, and French is its language; the Panama 
Canal was begun by de Lesseps; and French interests are still considerable in 
Mexico. * • • 

The new contract is divided into two parts. The first part provides for the 
maintenance and restoration to regularity of existing communications with 
the ships now employed by the company on the routes they serve; the second 
part provides for the gradual substitution of new and faster steamers on these 
routes. 

The contract prescribes a total annual service of 502,500 nautical miles, for 
the performance of which by the company's existing steamers an annual pay
ment of 3.000,000 francs is allowed. Every four years after January I, 1938, 
this amount ruay be revised to meet conditions. It calls for 38 monthly trans
Atlantic voyages during a year by 14·knot ships, with St. Nazaire or Le Havre 
as the terminal in France, and Habana, Vera Cruz, or Colon as the western 
terminal. At intermediate Spanish, Venezuelan. and Colombian ports and at 
ports in the French, British, and Netherland West Indies and Guianas the ships 
are required or permitted to stop on terms fixed in the sailing schedules. Be-
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sides these 38 :voyages, 6 more trans-Atlantic voyages in a year are prescribe(l 
for 11-knot. shIps between Le Havre and Bordeaux and ports in Porto Rico. 
Santo DomIngo, and Haiti The 44 trans-Atlantic voyages thus require an 
annual mileage of about 450,000 nautical miles. The rest of the mileage is 
applied to two routes. each with a moathly sailiag by 11-knot steamers between 
ports in the French West Indies, Haiti. Santo Domingo. and the Lesser Antilles 
and the Guianas, thus rounding out connections between Il'rance and its terri
tories. in the Antilles and between those territories and near-by islands and 
the northern coast of South America. 

CONSTRUCTION OF NEW SHIPS 

The existing fleet of the company employed on the routes described comprises 
12 steamers of 78,000 gross tons, which cost 85,600,000 francs. Of these, only 
two were built since the outbreak of the war-the GulJa built in 1923 in Eng
land, a 16-knot ship of 11;,336 gross tons costing 00,200,000 francs, and the 
Lafayette, built in 1915 at Marseille, an 18-knot ship of 12,220 gross tons, cost
ing 10,855,000 francs. With its present fleet the company has not been able to 
comply with the contract, and somewhat slower ships than those prescribed are 
allowed until new ships can be built or other ships purchased with the Govern
ment's approval. The future performance of the contract requires the building 
of new ships in France, and to accomplish this result the Government has agreed 
to cooperate with the company. 

The contract provisions for the Government's assistance in the building of 
the company's new steamers during the next 10 years are based on the fact 
that, at present prices, it will cost 400,000,000 francs ($15,980,000) to replace 
with new, faster, and larger steamers the 11 steamers now in use, built before 
1915 at pre-war costs of 55,000,000 francs ($10,615,000). The Government's 
assistance will take three forms: 

1. Shipbuilding 8ubsidws.-During each of the first 10 years of the contract 
5,000,000 francs ($196,000 at the stabilized rate of $0.0392) will be voted as a 
construction fund, in all 50,000,000 francs. This construction fund is available 
only for building the slower ships on the line to Porto Rico, Santo Domingo, 
and Haiti and for building the smaller ships connecting the French possessions 
with other West Indian islands and the South American coast. 

2. Operating 8ubsidies.-As each new ship goes into commission it is to 
receive a special operating subsidy, whatever its contract route, in addition to 
its share of the 3,000,000 francs ($117,600) voted annually for the operation 
of the entire fleet. While in formlan operating subsidy, payable annually, this 
special subsidy is in fact also for the purpose of bringing, by new ships, future 
service on all the route~ up to the requirements of the times. This special 
subsidy is based on the first cost of each new ship, which will vary, of course, 
with type and time and place of building and the date when the new ship goes 
into commission. The precise amounts of these special subsidies thus could not 
be stated in the contract. One can. however, approximate the cost of the special 
subsidies when the entire new fleet is in operation. The estimated cost of the 
whole new fleet is 400,000,000 francs ($15,980,000). The contract requires that, 
to fix special subsidies, from this cost shall be deducted (a) the 50,000,000 francs 
already provided for the three slower routes, (b) 5 per cent of the first cost 
annually for depreciation of the new ships, (C) the amount received by the com
pany for the sale of the old ships, which perhaps may be estimated at 10,000,00:) 
francs. The amount would then stand at the end of the tenth year: 

Francs 
Estimated first cost of new ships ____________________ 400,000,000 

Francs 
Deduct total construction subsidy for new 

ships on three slower routes ___________ 50,000,000 
Deduct 5 per cent annuul depredation of all npw ships _________________________ 20,000,000 
Deduct sule of old shi[ls _________________ 10,000,000 

80,000,000 

Balance _____________________________________ 320,000,000 
Special annual subsidy, 4 per cent of balance________ 12,800,000 
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Government guaranty of interest.-To build the new lleet the steamship com
pany must borrow most of the money. The maritime credit law of July, 1928, pro
vides the method by which loans for shipbuilding, on adequate security, can be 
borrowed at 4 per cent, the Government making good any adllitional interest 
charge. To complete the new fleet for the routes the steamship company will 
have to borrow upward of 300,000,000 francs, which at 4 per cent would entail 
on it an annual charge of 12,000,000 francs-about the amount of the special 
subsidY when the fleet is in operation. 

Further statements on the history of the French services to Mexico 
and the Antilles will be found below under the development of the 
Havre-New York service. 

HAVRE-NEW YORK SERVICE 

CONTRACTS OF 1857-1861 

By a law of June 17, 1857, the Minister of Finance was authorized 
to contract for the payment of subsidies amounting to 14:000,000 
francs ($2,702,000) annually for 20 years for the operation of three 
trans-Atlantic services, namely, to New York, to Mexico and Central 
America, and to Brazil and Buenos Aires. . 

The services to New York and to Mexico were conceded to the 
Marzion Co. by a decree of February 20, 1858. This company was 
unable to continue the contract, and accordingly by an agreement of 

. April 24, 1861, approved by the law of July 3,1861, the contract was 
granted to the Compagnie Generale MarItime, which subsequently 
opened the service under the name, "Compagnie Generale Trans
atlantique. " 

OOVERNMENT ADVANCES 

In the light of modern developments one of the most interesting 
features in connection with the establishment of these services was 
the arrangement by which the contracting company was financed. 
According to an agreement of October 20, 1860, between the Minister 
of Finance, the contracting company, and the Credit Mobilier, 
approved by the law of July 3, 1861, the State agreed to advance 'a 
sum equal to two years of the authorized subsidy to the Compagnie 
Generale's three trans-Atlantic lines, or 18,600,000 francs ($3,589,-
800), repayable in 20 years. Subsequent agreements authorized 
further advances until a total of 22,600,000 francs ($4,361,800) had 
been reached. 

The Government advanced this money: Under the law of July 3, 
1861-5,505,456 francs in 1862, 3,430,233 francs in 1863, 2,609,139 
francs in 1864, 3,751,842 francs in 1865, and 3,303,330 francs in 1866; 
under laws of July 26, 1868, and January 22,1874-2,850,000 francs 
in 1872 and 1,150,000 francs in 1878. Repayment of these advances 
was made by the Compagnie Generale Transatiantique in the follow
ing amounts: 
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TABLII 21.-REPAYMENT OF GOVERNMENT ADVANCES BY COMPAGNIE GENEBALE 
T&ANBATLANTIQUE 

Year 

Francs 

Reimbursements by the company 

Total On advances under law 
of-

Equivalent in Uuited 1uly 3, 1861, ~~a J:;1.s:,' 
S~~y~' francs 1874, francs 

1865............................................ 387,500 $74,790 387,500 ............. . 1866............................................ 930.000 179,490 930,000 ............. . 1867............................................ 930,000 179,490 930,000 ............. . 1868............................................ 930,000 179,490 930,000 ............. . 1869............................................ 930,000 179,490 930,000 .: ........... . 1870............................................ 930,000 179,490 930,000 ............. . 
ir~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~J ~: ~J: 5 ~& ~ I 1, ~ e ....... ~::? 
1875............................................ ~:k~:~~ ~:~ :g::: ~~:~~ 

1!~::::::::::::::::::::::::::::::::::::::::::: i: ~ m ~ m ~: 5 :~ m 1879............................................ l,23l>,314 238,415 930,000 305,314 1880............................................ 1,235,314 238,415 930,000 305,314 
:=::::::::::::::::::::::::::::::::::::::::::::1 ~:~g:: =:m :g::: ~::U 

15::;~2:~~::::::::::::::::::::::::::::::::::I'-22-~'-::-:-:5':":~~:::-I __ 4,_~.:..3:.:..:L ___ ~~':"I __ 1_8,.:..~_3g:..::~~..:.:00+_4,_~:':'~':::=~ 
I 

I Converted at the pre-war _ rate of $0.193 to the franc. 

Sonn,,: Acconnt No.9, special Services, Ministry of Finances, Jan. 1, 1886 (Administration des Finances, 
1885). 

Under the contract of April 24, 1861, mail service was to be main
tained for a period of 20 y:ears between France and New York and 
France, Cuba, and Mexicd. This agreement carried a subsidy of 
3,000,000 francs ($579,000) for 26 voyages yearly between Havre and 
New York at a minimum annual average speed of 11.5 knots. The 
rate was 55.80 francs ($10.77) per marine league, or 18.60 francs 
($3.59) per mile. By a supplementary agreement of December 16, 
1873, the number of voyages was increased to 40 and the subsidy to 
3,644,000 francs ($703,300). 

The original contract with this company provided for the payment 
of 6,300,000 francs ($1,215,900) for a service between St. Nazaire 
and Cuba and a service between Cuba, Cayenne, Vera Cruz, and 
Colon. Vessels on the former service were required to maintain 
an average speed of 10 knots and on the latter 8 knots. 

CONTRACT OF 1886 

A new contract was awarded to this company for a period of 15 
years commencing July 22,1886. This contract called for the main
tenan'ce of a weekly service between Havre and New York with 15-
knot ves'lels and the rate of subsidy was 49.60 francs ($9.57) per 
mile, making a total annual payment of 5,490,000 francs ($1,059,600). 
In addition the company was granted a speed bounty of 12 francs 
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($2.32) per gross ton for each one-tenth of a knot above the minimum 
annual average of 15 knots, with a maximum of 1,200,000 francs 
($231,600) per year. 

CONTRACT OF 1901 

In 1898 a new agreement was entered into between the French 
Government and Compagnie Generale Transatlantique for a 10-year 
extension of these services, commencing July 22, 1901. This con
tract called for the building in France of four new steamers for the 
run between Havre and New York. These steamers were to show a 
minimum trial speed of 22 knots under forced draft. The contract 
provided also that the minimum annual average speed for all vessels 
operated by this company should be 17 knots after April 1, 1900, 
17.5 knots after July 1, 1900, and 18.3 knots after April 1, 1903. For 
each one-tenth of a knot in excess of 19 knots in the annual average 
speed of its vessels the company was to receive a speed bounty of 
25 francs ($4.83) per gross ton. This agreement provided in effect 
for a reduction of the subsidy proper from 5,490,000 francs ($1,059,-
600) to 5,000,000 francs ($965,000) and for an increase in the max
imum speed bounty from 1,200,000 francs ($231,600) to 1,680.000 
francs ($324,200). 

Renewal of this contract was the subject of discussion in the 
French Parliament for nearly a decade. Upon termination of the 
contract in July, 1911, it was prolonged to Decpmber 31, 1911, then 
to December 31, 1912, then to April 1, 1913, and finally to July 31, 
1913, at which time a new 25-year contract was pntered into. . 

CONTRACT OF 1913 

The contract was si~ed on N ovpmber 20, 1912, and went into effect 
on January 1, 1913, although it was not ratified by the French Par
liament until July 31, 1913. Under it the company was to receive an 
annual subsidy of 6,000,000 francs ($1,158.000) during- the first four 
years and a subsidy varying from 2,500,000 to 7,200.000 francs 
($482,500 to $1,389,600) during the succeeding years. At the end 
of the fourth year, and of each year following-, the subsidy was to be 
laJ.'ulated by taking the average of the subsidips paid during the four 
~ • .ars immediately preceding and adding or subtracting a sum neces
Lary to raise or lower the parnings to 5 per cent of the average capital 
employed durin~ the same fiscal years in the services contemplated by 
the contract. The total amount of the subsidy was not to exceed 
7,200,000 francs nor fall below 2,500,000 francs. 

In case the company earned in any one year a profit higher than 
the average rate of earnings distributed during the four fiscal years 
preceding the signing of the contract, the Government was entitled 
to one-fourth of any surplus not exceeding 1 per cent. to one-third of 
the surplus between 1 and 2 per cent, and one-half of any surplus in 
(xcess of 2 per cent. At the expiration of the contract the Govern
ment was entitled to receive one-half of any reserves established by 
the company other than those required by law. Participation of the 
Government in the profits and reserves was limited, however, to the 
proportion necessary to reimburse the treasury for the sums paid to 
the company in excess of a sum corresponding to an annual subsidy 
of 6,000,000 francs ($1,158,000). 
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The company undertook to carry mails free of charge and to allow 
1\ discount of 30 per cent on the fares of persons traveling at the 
expense of the State. In the event of war the Government may 
requisition the idle vessels of the company on paying a sum equal to 
4 per cent of the estimated value of the vessel, paying for its ordi
nary depreciation and, in case of damage, for its deterioration or loss. 

ROUTES AND SCHEDULES 

The contract provided that the company would maintain a regular 
weekly service in both directions between Havre and New York 
without calls at intermediate ports, although ports of call might be 
established and the number of voyages increased or diminished by 
mutual consent of the contracting parties. 

With the exception of the oldest vessel, which was to be considered 
a reserve vessel, the average age of the total tonnage was not to exceed 
12 years during the first 22 years nor 15 years during the last 3 years 
of the contract. 

The vessels were required to maintain a minimum speed of 15 to 18 
knots from October 1 to March 31 and 16 to 20 knots during the rest 
of the year. The average speed of all the vessels was to be at least 
18.3 knots for the whole year, unless the company was deprived by 
force majeure of the use of the fastest vessel for more than three 
months. Running the vessels at a lower speed subjected the company 
to fines calculated in percentages of the subsidy. 

Under the original conditions of the contract the Compagnie 
Generale Transatlantique undertook to build four passenger liners 
for the North Atlantic service, one in 1916, another in 1921, a third 

-in 1926, and the last in 1932. The 1932 vessel was to equal any 
competing vessel. 

TRANSATLANTIQUE CONTRACT OF 1924 

The contract was amended on June 23, 1923, approved by the law of 
April 26, 1924, and published in the Journal Officiel of May 1, 1924. 
The new contract provides for subsidized mail services between New 
York and Havre under revised allowances based upon the original 
contract of 1913, also for Government guaranty of loans for the pur
pose of constructing new vessels. 

Under the new law the subsidy limits may vary between a minimum 
of 4,000,000 francs and a maximum of 21,600,000 francs. The budget 
estimates have been 4,000,000 francs for the year 1925-26,4,000,000 
francs for 1926-27, 11,600,000 francs for 1927-28, 7,500,000 francs for 
1925-29, 6,000,000 francs for 1929-30, 6,600,000 francs for 1930-31, 
and 4,000,000 francs for 1?31-32. . . 

Under provisions of thIS law t~e French LlI~e m 1927 sold a 6% 
per cent sinking-fund gold bon.d Issue an:t0untmg .to. $4,500,000, the 
issue being placed in the CanadIan market. Of thIS Issue $2,500,000 
was taken in the United States. The bonds are dated FebrulI:ry 15, 
1927, due February, 1951,. and the proceeds are to apply to. the con
struction of two new ShIpS for the North AtlantIC serVICe. The 
French Government guarantees the interest and amortization of the . 
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loan and accepts as security a first mortgage on the ships. The bonds 
are exempt from French taxes. 

There was laid before the French Parliament on the final day of 
the session which ended in July, 1930, a. proposal to make possible 
the construction of a. large passenger liner for the Compagnie 
Generale Transatlantique for its New York service by means of a 
loan of 700,000,000 francs ($27,400,000) at an interest rate of 3 
per cent, and to have the State underwrite that portion of the insur
ance which could not be placed in the insurance market at 0.55 per 
per cent. It was estimated that 500,000,000 francs ($19,600,000) 
would be required for insurance guaranty. 

The State is called upon to make good operating losses up to 
30,OUO,000 francs ($1,176,UOO). A similar provision, limiting the lia
bility of the Government to 21,600,000 francs ($847,000) under the 
1924 contract, has not been made use of during recent years. The 
present minimum is 4,000,000 francs, with current annual appropria-
tions at 6,600,000 francs. . 

PROPOSED BEOBGANIZATION 

The French Government now (June, 1931) officially recognizes a 
serious financial crisis in the operations of the Compagnie Generale 
Transatlantique. The company's accounts for 1930 show a deficit 
of 30,423,079 francs ($1,192,584), against a gross profit of 107,306,354 
francs ($4,206,409) and a net profit of 16,781,928 francs ($657,851) 
for 1929. The company. has ordered many :vessels during recent 
years-payments due shipyards for 1931 total 276,000,000 francs 
($10,819,200). Thirty steamers are laid up. 

Plans for reorganization to be proposed in a bill include (a) tem
porary reduction in capital and partial write-off of operating deficit; 
subsequent increase of capital, to be supplied by another French 
~teamship company and a shipbuildinO' company; (b) moratorium 
on the annuities of 35,000,000 francs ($1,372,000) excess-profit duty 
due the French Treasury; (c) increase in subsidies to the New YorK 
line to 25,000,000 francs ($980,000) for 4 years and 20,000,000 
francs ($784,000) for the next 10 years; reimbursable advances of 
160,000,000 francs ($6,272,000) from the French Tresaury or a Gov
ernment guaranty of a loan in that amount. As Parliament will soon 
close it is unlikely that all of the above provisions will be enacted 
until further conSideration at the next session. 

NORTH AFRICAN SERVICES" 

OUTLINE OF SERVICES 

PI!lRIOD FROM 1830 TO 1897 

From 1830 to 1842 the business of the State, such as postal rela
tions, transport for the army and navy, and passage for Government 

.. A convenient refe1't'nce ()n the Fl'ench-N()rth Africa services Is C1reular N(). 1369 of the 
Central Committee ()f F'rench Shlp<>wners Issued Oct. 10. 1928. The cireular contains the 
text ()f the law ()f July 29, 19~8. the three chart .. r parties c()verlng the services, and 
parliamentary 1't'port& on the subject. The report of the Merchant Marine Commission 
made by M. RouJ:.Frelsslnenf' deputy, contains ft history ()f the services from 1830 t() 
1928, reports on the w()rk () the commlssi()n of 1915 and 1916, the senatorial commls
pion ()f 1921 and the eJ:tra-parliamentary commission of 1921, a& well 88 the debated 
points In c()nnection with the ad()ption of the present system. 
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employees and officials between France and North Afr.ica, was main
tained only by naval vessels. 

In 1842 a concession was let to the Bazin Co., of Marseille, and 
renewed until 1854. 

From 1854 to 1871 the Compagnie Messageries Maritimes took over 
the postal service for an annual subsidy of 1,500,000 francs, includ
ing free transport of 15,000 fourth-class passengers and 3,000 tons of 
munitions of war. 

In 1871 the Valery Co. obtained a 10-year contract for 900,000 francs. 
Under the law of July 30 1881, the Algerian postal lines 'Were 

conceded to the Compagnie (Mnerale Transatlantique for 15 years. 
At that time this company owned 25 passenger steamers and 7 
freighters, all of which were too large for the Mediterranean trade. 
A fleet of 14-knot packets suitable for the service was required. 
French yards were unable to build them as quickly as was necessary, 
and the company's own Penh<iet yard was equipped mainly to take 
care of" repairs. For these reasons the ships were ordered in Eng
land. ThIs caused much discussion in France and is said to have 
influenced the passage of the bounty law of 1881. , 

From July 1,1895, to March 12,1897, a new system was attempted, 
under which the Government obtained a credit of 800,000 francs 
($154,400), which was divided into two parts, namely, remuneration 
for the carrying of mail and special bounties for speed. It soon 
became apparent that it was impossible at tha·t t,ime to reconcile a 
free (nonsubsidized) system with the frequency, regularity, and 
permanence essential for postal service, and the Government resolved 
to agaip establish the system of agreements. 

PE&IOD FROM 1897 TO 1919 

On December 16, 1896, a comtract was concluded with the Generale 
Transatlantique, Navigation Mine, and Transports Maritimes com
panies, which was approved by the law of January 11, 1898, and 
which was to end March 11, 1908. This contract was the first 
instance of the multiple-company contract in France. 

The authorized subsidy was 1,600,000 francs ($308,800) annually 
and 400,000 francs ($77,200) for speed bounty for 312,884 marine 
leagues (938,600 miles) of sailing. 

By agreement of December 24, 1908, the contract was prolonged, 
at first for two years and thereafter periodically until 1914. Much 
discussion took place in respect of this contract, the Government 
demanding larger and faster vessels and lower freight rates without 
substantial increase in payments, while the company asked less exact
ing conditions or higher subsidies. 

In September, 1914, the Generale Transatlanti9ue an~ Navigation 
Mixte companies ipformed t~e Government th~t It was unpossibl.e to 
fulfill the stipulations of theIr contracts. Durt~g the war operatIOns 
were curtailed under agreements for 90-day penods, and on June 11, 
1919, the agreements were definitely denounced by aU the companies. 

PERIOD FROM 1919 TO 1928 

Despite renouncement of th~ir contracts, .the ~ompanies maintained 
services between France, TunIS, and Algena wlthout State remuner-

85083--32--10 
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ation, and gave special concessions in rates for passengers and ma
terials carried for the Government. But the vessel equipment was 
old and unsuitable. 

The Government therefore built eight passenger vessels of the so
called Gouverneur type. These vessels were completed between 1921 
and 1923 and were chartered to the companies for one year, with 
optional renewals, at a nominal charter rate, the charterer assuming 
all operating charges. In 1925 the charter rate was increased to a 
total of 1,960,000 francs annually and on January 1, 1927, raised to 
2,160,000 francs for the eight vessels .. 

CONTRACT OF 1928 

PRIVATE CHARTER UNDER GOVERNMENT OWNERSHIP 

The law of July 29, 1928, approved three charter parties covering 
the operation of the eight Government-owned vessels mentioned above 
in contract services between France and North Africa. The total 
gross tonnage of the vessels is 32,000; the total annual charter hire, 
5,400,000 francs, or an average of 170 francs ($6.66 at $0.0392 to the 
franc) per gross ton per year. 

The ~ociete Generale de Transports Maritimes a Vapeur of Mar
seille charters the Gouvernewr-General Laferriere of 3,453 gross tons 
for 550,000 'francs ($21,600) annually; the Compagnie Generale 
Transatlantique charters the GO'lJ/l)erneur-General C h(]JT/.zy of 4,384 
gross tons, the Gouverneur-General Grevy of 4,565 gross tons, the 
Gouverneur-General J onnart of 4,513 gross tons, and the Gouvernewr
General de Guyden of 4,513 gross tons for an annual sum of 800,000 
francs ($31,400) per vessel, or 3,200,000 francg annually for the four. 
The Compagnie de Navigation Mixte, a subsidiary of the Compagnie 
Generale Transatlantique, charters the GQ'IJ/I)ern.ewr-General CamlJon 
of 3,509 gross tons, the GQ'IJ/I)ernewr-GeneruJ, Tirman of 3,509 gross 
tons, and the Gouvernewr-Generail Lepine of 3,509 grOss tons for an 
annual sum of 550,000 francs ($21,600) per vessel, or a total 0:1' 
1,650,000 francs for the three. 

The three charter parties were signed on March 1, 1928, for a 20-
year period, subject.to revision in the fifth, tenth, and fifteenth years 
of operation. 

OTHEllo CHARTER PROVISIONS 

The Governments of France, Algeria, and Tunis agree to the estab
lishment of vessel-renewal funds, which durin~ the 20-year charter 
period will amount to a total of 105,000,000 lrancg ($4,116,000 at 
stabilized exchange). The French Government will set aside 
2,000,000 francs ($78,400) annually, while Algeria agrees to include an 
annual budget amount of 2,500,000 francs ($98,000) and Tunis one 
of 750,000 francs ($29,400), these funds to bear 4 per cent interest for 
the benefit of the treasury. The Algerian and Tunisian funds will 
at all times be held available to the French Government in case it is 
agreed to renew the chartered vessels. 

Regular packet mail is carried free on the chartered ships, while 
parcel post is .carried under the laws and conventions governing. 
The traffic between France and Algeria is reserved to vessels of 
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French nationality, and in return for this monopoly the French 
Government, in theoFY, has the right t~ have the mails transported 
free of charge on any French vessel in the trade, but in practice the 
chartered vessels, especially those of the Compagnie Generale Trans
atlantique, are employed for the mails on account of their superior 
speed, 

Owing ro the extremely .favorable terms on which the vessels are 
chartered th~ Government has rights to concessions in freight rates 
and in passenger rates for Government employees and troops and for 
invalid soldiers. 

Am TRANSPORT COMPETITION 

The development of trans-Mediterranean air traffic is a significant 
factor in the arrangements for subsidized services to North Africa, 
and an analogy may easily be drawll between the military importance 
of the air services. of the present anq the new steamer services of a 
century ago. The air-service development also provides an example 
of the readiness of the French Government to avail itself of new 
advantageous communications development. 

The air routes from southern France to northern Africa range from 
500 to 1,100 miles in length, with both terminals in French territory. 
The development of this service is indicated in Table 22. 

TABLE 22.-TRAFFlc OVER FRENCH TRANS-MEDITERRANEAN AIB LINES 

Year 
Distance Passengers Goods and Mail car-

flown carried t;:~i~~ ried 

Kilomtler. 1922____ ________________________________________________ 2,798,368 
19'13____ _ _ _ _ _ _ ______________ ________ _______________ _____ 3,387,195 

l~:::::::::::::::::::::::::::::::::::::::::::::!:::::: ::~~= 1926__ ___ _________ __ ____________ _____ _____ ____ __________ 5,220,585 
1927 ________ ~ _______________ v ~ _______________________ • _ 6,028, 7'J:l 
1928______ _ _ __ _ _ _ _ _ _ __ __ __ _ _ ____ _ _ _ _ _ ____ __ _________ _ _ _ _ 7,297,004 

Numbtr 
6,799 
7,822 

10,758 
14,985 
13,634 
15,807 
19,698 

Kilcgrafll8 
388,509 
704,253 
674,559 
741,196 
767,681 
746,452 

1,156,417 

NOTE.-Tbe kilometer is equivalent to 0.62137 mile; tbe kilogram, to 2.2046 pounds. 

Kilcgra"", 
40,367 
73,573 

110,176 
198,609 
154,258 
125,289 
130,385 

Air traffic has trebled in the 7-year period indicated. Budget 
provisions for subsidies for the air service were 57,600,000 francs 
for 1926-27, 71,250,000 francs for 1927-28, 170,450,000 francs for 
192!H30, 196,000,000 francs for 1930-31, and 200,000,000 francs for 
1931-32. The appropriation for 1931-32 compares with 118,000,000 
francs for the principal subsidized steamship line, that to the Far 
East, and exceeds the entire appropriation for ocean contract sub
sidies for 1931--32. 

To the emphasis placed upon the col!>nial army, particularly. i;n 
North Africa, and the necessity at all times.to have ad~qua~ mIlI
tary transport available may be largely.asc~bed the actIv:e aid and 
interest of the French Government lD Its trans-Mediterranean 
services. 

CORSICA SERVICE 

In view of the importance to France of th.e island of Corsica, ad
ministratively a Department of the RepublIc, the French Govern-
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ment has always been anxious to support a superior steamship service 
between that island and the mainland. Accordingly, the Corsican 
service 17 is the second oldest in the French system, having been first 
authorized by the law of July 10, 1850, with its first appropriation
in the amount of 250,000 francs ($48,250)-contained in the budget 
for 1852. To a large extent it has been a single-company service per
formed by Fraissinet et Cie., although the Compagnie General Trans-
atlantique also was at one time interested. . . 

The service is supplied by the Compagnie :Marseillaise de Naviga
tion (Fraissinet et Cie.) by fast daily passenger vessels in both 
directions between :Marseille and Corsica. 

·CONTRACT OF 1927 

GOVERNMENT CHARTER UNDER PRIVATE OWNERSHIP 

By an arrangement entered into on July 23,1921, the :Marseillai~e 
company retains title to vessels serving the traffic. The Government 
charters the ships from the company and employs the company as 
operators. The Government requires the company to build new 
ships and agrees to pay all deficits which may result from their 
operation. 

The budget estimate for this service for 1927 was 4,000,000 francs, 
to which, according to the Journal Officiel for October 4, 1927, was 
added a supplementary credit of 7,523,502 francs, making the total 
11,523,502 francs ($451,720 at $0.0392). For 1928 the budget esti
mate was 7,500,000 francs ($294,000); for 1929, 10,000,000 francs 
($392,000) i for 1930, 14,800,000 francs ($580,100); and for 1931-32, 
15,000,000 trancs ($588,000). 

The budget appropriations for this service are contained in 
Table 23. 

'"ESSEr. REPLACEMENT 

While the service with Corsica is important, it requires only rela
tively small vessels and little time for a passage, since the 165 miles 
can be done by a 10-knot vessel in 16 to 18 hours and by a 15-knot 
vessel in 11 to 12 hours. There are five vessels in the service; at the 
beginning of the present contract the largest was of 2,793 gross tons 
and the smallest 1,294 gross tons. It may therefore be considered a 
local service and one that does not fit into the class of the transoceanic ,. 
~lnes. 

The agreement calls for the replacement of three vessels by one 
1,700-ton vessel and two vessels of 15 knots speed, and a fourth ves
sel depending upon operating results. These vessels are to be ap
proved by the :Mmister in charge of merchant marine matters at the 
time, according to article 3 of the agreement of :May 10, 1927, whether 
the vessels be furnished by the State and placed at the disposal of 
the company or bought or constructed by the company. 

If Tbe principal oMcial .... ferences on this service are eontaln<'d In the Journal OMclel 
for July 5. July 14. and July 24. 1927. A conv~nlent refert'nce Is Circular No. 1351 of 
the Central Committee of Frencb Shlpown"rs. publish~d Apr. 28. 1928; this contains eopi~s 
of tbe law of July 23, 1927, the agreement of May 10, 1927, and operation regulations of 
the same date. 
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FINANCIAL AlI&A.NGI!:MENTS 

Operating revenues include all receipts from the services 'and their 
operation, and operating expenses cover insurance and office ex
penses, Included as expenses likewise are interest chargeS at 7. per 
cent per annum and depreciation on port equipment, and interest 
charges on vessels at 6 and 7 per cent, depending upon the vessel, 
the original vessels under the contract being valued for this purpose 
at 10,300,000 franes. Depreciation charges at 4 per cent also are 
included. . 

The State makes up any deficit, allows certain amounts for annual 
fi~e~ charges, and allows a further bounty or spec~al operating com
lDlSSion of 3 per cent· on all passenger and freIght revenues for 
amounts between 5,000,000 and 10,000,000 hanes, 4 per cent for 
amounts between 10.000,000 and 15,000,000 francs, and 5 per cent on 
·amounts above 15,000,000 francs. However, if rates are mcreased 
above those in effect at the beginning of the contract the bounty may 
not be more than 3 per cent. 

WEST COAST OF AFRICA SERVICES 

By a law of March 15, 1889, a subsidized postal service was au
thorized from France to the west coast of Africa, to which, prior to 
this time, services had been maintained by British and other foreign 
lines. On May 20, 1889, the Compagnie des Chargeurs Reunis was 
awarded a 15-year contract for a part of the service (a line from 
Havre) for an annual subsidy of 311,850 francs ($60,200 at par of 
that day). A second part of the service (that from Marseille) was 
awarded to the Compagnie Marseillaise de Navigation a. Vapeur 
(Fraissinet et Cie.) for an annual subsidy of 189,000 francs ($36,500). 
Each called for six voyages annually. 

Modifications in the contracts were made on December 26, 1893, 
January 3, 1894, and June 1, 1900. Upon expiration of the first con
tract ~riod two new agreements were concluded for the operation 
provisIOnally to July 4, 1905, of the line from Havre and to August 
9, 1905, of the line from Marseille. 

A law of July 21, 1905, approved two agreements of June 21 of 
the same year modifying the itineraries and prolonging the duration 
of the Havre service to July 4, 1908, and the Marseille service to 
Au~ 9, 1908. The subsidy under the extension was on a mileage 
basIS of 10.70 francs ($2.07) per league (commonly 3 miles) for the 
line from Havre and 9.64 franes ($1.86) per league from Marseille. 

Finallv a law of May 5, 1906, authorized the Minister of Public 
Works, Posts, and Telegraphs to again contract, in two lines, for 
services over a 15-year period to the West African coast. For this 
purpose the old system of fixed payments was abandoned and a com
bination of subsidy and bounty was proposed. 

The reasons for this change in policy, according to the report laid 
before the Chamber of Deputies at the extraordinary session of 1904, 
was that fixed payments were incompatible with the spirit of initia
tive and progress es;;ential in the development of commerci.al navi
gation.1S By lowerIng the fixed rates of the annual subsidy and 

18 Grout, HeDr1: Bervl""" Maritimes Postaux, 1908, P. 68. 
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opening the way for the contractors to increase the compensation 
through available bounties under existing law, the State considered 
that remuneration would be in constant accord with the real value of 
the services rendered and that the concessionaires would be suffi
ciently stimulated to the betterment and renewal of their vessel 
equipment. 

In consequence of this the new law stipulated that the contractors 
were to receive a total annual amount of 425,000 francs ($82,000)-
230,000 francs ($44,400) for the first and 195,000 francs ($37,600) 
for the second line. On April 5, 1907, the Chargeurs Reunis was 
awarded the Dunkirk-Matadi contract, which called for six voyages 
annually at 12 knots. No award was made for the Marseille line. 
Beginning with 1910, the budget estimates were reduced to 266,000 
francs ($51,300) . No budget provisions were made from 1915 to 1917, 
but were again included from 1918 to 1922, when the contract ended 
by limitation. It has not been renewed. 

CALAIS-DOVER SERVICES . 

Packet-boat services between France and England were begun 
before the end of the eighteenth century. Regular postal services 
were established between France and Great Britain on May 17, 1802. 

Under the terms of an agreement between the Minister of Finance 
and the Clebstattel & Churchward Co., dated February 1, 1855, a 
cross-channel service was established for 15 years for a subsidy of 
190,000 francs ($36,700). This was approved by a decree of February 
2, 1855. The service was executed by' the South-Eastern Railway and 
the London, Chatham & Dover RaIlway. 

The Franco-Prussian War prevented a renewal of the original 
ligreement until October 1, 1872, when a 12-year contract was si~ed 
with the Societe Franr;aise des Paquebots de Poste entre CalaIS et 
Dovres for the cross-channel services for a subsidy of 100,000 francs 
($19,300) annually. This was renewed in 1882. 

On June 8, 1894, a commission was aPJ?ointed to examine the pos~ 
sibility of changing the itinerary. NegotIations resulted in an agree
ment of May 16, 1895, ~ith the Compagnie du Nord for 10 years for 
a daily service between Calais and Dover at 15 knots speed for a 
subsidy of 250,000 francs ($48,300). 

This agreement expired on September 30, 1906. A temporary 
agreement was put into effect until the contract was renewed on 
May 1, 1907, for seven and one-half :years to end December31, 1914, 
and a different system of remuneratIOn introduced. Instead of the 
former annual payment of 250,000 francs, under the new arrange
ment the remuneration was divided into two J?arts, the first of which 
was fixed in accordance with certain obligatIOns as to hours of de
parture and arrival, etc., at a figure of 130,000 francs ($25,100) 
annually, while the second part represented the cost of transport of 
mail, the cost varying with the importance and volume of the traffic. 
For the second part the pay.tnents were fixed at 292,500 francs 
($56,500) plus 12,500 francs' ($2,400) for 1908, and increased grad
ually so that the total payments from 1907 to 1914 rose from 435,000 
francs ($84,000) to 497,000 francs ($95,900). 
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No budget provision appears in the estimates since 1914 for this 
f:el'vice under the general classification of "subsidies." 

TOTAL EXPENDITURES FOR SUBSIDIZED SERVICES 

The total budget estimates for subsidized contract services in 
France are shown in Table 23. Although the figures are taken 
directly from the budgets of France, they are not accurate account
ing figures. Due to reductions, in the shape of penalties for non
performance or for other causes, there may have been instances where 
the entire budget provision was not utilized. More often, however, 
special demands have required extraordinary and supplementary 
appropriations by which the original estimates have been increased. 
Only by consulting the final annual accounts of the ministry charged 
with administration of the subsidy system can an accurate total be 
ascertained. At various points such final accounts have been con
sulted without revealing any material variation from the annual 
hudget figure as shown in Table 23. 



TABLE 23.-ANNUAL ApPROPRIATIONS FOR FRENCH CONTRACT SERVICES, 1851-1931 

Total budget estimate I New York, Mexico, Central 
America, and tbe Antilles Medlterraueau, Far East, aud Austra\asla 

Brazil and T~l':~~!p Year beginning 
tt:::~~l River WestAfrlca, Corsica, oll,and July 1- Equivalent Speed Plate, francs francs Morocco, Medlter· Indo· Australia East Franca in United New York, America, bounty, franc! traDcs I raneaD, Chins, and New Atrics, rJl States francs and West francs francs fraDcs Caledonia, francs III currency I Indies, francs 
francs 

~ ... 
1851.._ •••••••••• 799,000 $154, 'JM ------------ ------------ ------------ ------------ ------------ ····250;000· I) 799,000 ------------ ------------ ----------- 21 
1852 ••••••••••••• 3,250,000 627,250 ------------ ---------.--- ------------ -_ .. _-------- ------------ I) 3,000,000 ------ .. ----- ------------ ----------- Cjl 
1853 ••••••••••••• 3,250,000 627,250 ------------ ------------ ------------ ------------ ------------ 250,000 I) 3,000,000 ------------ .... _-------- --------_ .. -

~ 1854._ ••••••••••• 3,250,000 627,250 ------------ ------------ -- .. --------- ------------ ------------ 250,000 I) 3,000,000 ------------ ------------ -----------1855 ••••••••••••• 3,200,000 634,970 ------------ ------------ ------------ ------------ --------- ... _- 290,000 :! 3,000,000 ---- .. ------- ---- .. ------- -------- .. --1856 ••••••••••••. 3,773,191 728,226 -----------_ .. _------ .. _-------------- ------------ ------------ 290,000 3,483,191 ------------ ------------ ----------- t::I 
1857 ••••••••••••• 3,963,191 754, 896 ------------ ------------ ------------------------ .----------- 290,000 (I) 3,483,191 ------------ ------------ -------- .. -- rJl 
1858 ••••••••••••• 8,963,191 1,729,896 5,000,000 ------------ t ------------ 290,000 !') 3,483,191 ------------ ------------ ------_ .. _-- III 1859 ••••••••••••• 10,256,119 1,979,431 6,000,000 ------ .. -_ .. _-

:! 
--------_ .. _- 290,000 I) 4,776,119 ------------ ------------ ----------- ~ 1860 ••• ' ••••••••• 10,256,119 1,979,431 5,000,000 ------------ ------------ 290,000 I) 4,776,119 ------------ ------------ ----------- to 1861.._ •••••••••• 10,219,519 1,972,367 4,963,400 ------------ (.) ------------ 2\10,000 (I) 4,776,119 ------------ ------------ -----------

§ 1862 •••••.••••••• 10,219,519 1,972,367 4,963,400 ------------ (.) ------------ 290,000 !I) 4, 776, 119 ------------ ------------ -----------1863 ••••••••••••• 10,137,392 1,956,517 2,800,000 ------------ 2,306,273 ------------ 2\10,000 I) 4,551,119 ·'0;750;000' ------------ -----------1864 .•••••••••••• 21,917,392 4, ZlO,057 7,580,000 ------------ 2,306,273 ------------ 640,000 !I) 4,451,119 ------------ -----------1t;65 ••••••••••••• 24,287,392 4,687,467 9,300,000 ------------ 2,306,273 ------------ 640,000 I) 4,351,119 7,500,000 ------------ ----------- ... 
1866 ••••••••••.•• 24,187,392 4,668,167 9,300,000 ------------ 2,306,273 ------------ 640,000 (I) 4,251,119 7,500,000 ------------ ----------- 21 
1867 •••••••••••.• 24,087,392 4,648,867 9,300,000 ------------ 2,306,273 ------------ 640,000 (I) 3,894,437 7,756,682 ------------ ----------- c;:l 
1868 ••••••••••••• 23,682,464 4,570,716 9,495,173 ------------ 2,306,172 --------.--- 640,000 

t 3,7114,437 7,256,682 ------------ ----------- rJl 1869 •• _ •••••••••• 23,852,464 4,603,526 9,495,173 ------------ 2,306,172 ------------ 640,000 3,964,437 7,256,682 ------------ ----------- q 1870 .•••••••••••• 25,783,853 4,976,264 10,245,173 ------------ 2,306,172 -- .. _-------- 640,000 

!l! 
3,594,437 8,808,071 ------------ --------_ .... to 1871. •••••••••••• 27,335,246 5,275,702 10,245,173 ------------ 2,306,172 ------------ 640,000 3,594,437 10,359,464 ------------ ----------- rJl 1872 .•••••••••••• 26,816,900 5,175,662 10,245,173 ------------ 2,306,172 -- .. --------- 640,000 3,076,001 10,359,464 ------------ ----------- 8 1873 •• _ •••••••••• 26,363,387 6,088,1114 10,245,173 ------------ 2,306,172 ------------ 640,000 3,076,091 9,995,951 ------------ -----------

~ 1874 ••••••••••••• 25,759,873 4,971,655 10,245,173 ------------ 2,306,172 ------------ 400,000 t 3,076,091 9,632,437 ------------ -----------1875 .•••••••••••• 25,734,873 4,966,830 10,245,173 ------------ 2,306,172 ------------ 375,000 :l 3,076,091 9,632,437 ------------ ----------- rJl 1876 ••••••••••••• 25,271,380 4,877,376 10,145,173 ------------ 2,306,172 ------------ 375,000 3,076,091 9,268,944 ------------ -----------1877 ••••••••••••• 23,575,480 4,550,064 10,146,173 ------------ (I! ------------ 375,000 

!:! 
4,382,263 8,573,024 ._---------- -----------1878 •• _ •••••••••• 23,575,460 4, 550, 064 10,145,173 ------------ (I ------_ .... _-- 375,000 4,382,263 8,573,024 ------------ ------_ .. _--1879 ••••••••••••• 23,575,460 4,550,064 10,145,173 ------------

ji 
------------ 375,000 

:! 
4,382,263 8,573,024 _ .. _--------- -----_ .. _---1860 ••••••••••••• 23,388,8113 4, 514, 056 9,958,606 ----._------ ------------ 375,000 4,382,263 8,573,024 ------------ -----------1881. ••••••••••.• 23,882,393 4,609,302 9,958,606 ------------ ------------ 375,000 493,500 4,382,263 8,573,024 ------------ -----------1882 ••••••••••••• 23,968,893 4,625,9IJ6 9,958,606 ------------ ------------ 375,000 680,000 4,382,263 8,573,024 ----_ .. ------ -----------1883 ••••••••••••• 24,268,893 4,883,896 9,958,606 ------------ ------------ 375,000 880,000 4,382,263 8,573,024 ------------ -----------1864 ••••••••••••• 26,729,629 6,168,818 9,958,606 ------------

!: 
--- .. --_._--- 375,000 880,000 4,382,263 7,736,544 3,297,216 

1885 .•••••••••••• 26,709,629 5,154,958 9,958,606 ------------ ------------ 355,000 880,000 4,382, 263 7,736,544 3,297,216 ----- .. -----1866 .•••••••••••• 26,709,326 5,154,900 9,958,303 ------.- .. _-- (I -----------. 355,000 880,000 4, 382, 263 7,736,544 3,297,216 -----------
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I 
1 
1 
1 
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1 
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1 
1 
1 
1 
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1 
1 
1 
1 
1 
1 
1 
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889 ••••••••••••• 
890 ••••••••••••• 
891 •••• _. ___ •••• 
892 •••• _ •• _ •• ___ 
893 ••••••••••••• 
894 ••••••••••••• 
896 ••••••••••••• 
896 ••••••••••••• 
897 ••••••••••••• 
898 ••••••••••••• 
899 ••••••••••••• 
900 ••••••••••••• 
901. •••••••••••• 
902 ••••••••••••• 
903 ••••••••••••• 
904 ••••••••••••• 
905 ••••••••••••• 
906 ••••••••••••• 
907 ••••••••••••• 
908 ••••••••••••• 

1909 ••••••••••••• 
1910 ••••••••• __ ._ 
1911 ••••••••• ____ 
1912 •••••••• __ ••• 
1918 •••••• _ ••• ___ 
1914 ••• __ •• _. ____ 
1918 •••••••• _._._ 
1919 ••• _ •••••••• _ 
1920 ••• _ ••••• ____ 
1921 ••••• ________ 
1922 ••••••• _._ •• _ 
1923 •• __ ••• __ •• __ 
1924 ••• ______ •• _. 
1925 •••• _ ••• ___ •• 
1926 •• _ •••••• ___ • 
1927 ••••••• _____ • 

~~~::::::::::::: 
1930 ••••••• __ ._._ 
1931 ••••••• ___ ._. 

26,709,023 
24,364,336 
24, H56, 498 
26,014,642 
21,992, 869 
25,463,134 
25,471,134 
23,663,016 
25,663,184 
26,446,864 
26,563,124 
26,711,780 
26,681,780 
26,681,780 
26,6M,7&0 
26,681,780 
26,006,780 
25,863,030 
26,900,706 
25,900,706 
26,300,706 
26,300,706 
26,485,706 
26,262,866 
27,666,866 
27,667,856 
30,578,872 
30,174,611 
18, &26, 000 
13,926,000 
25,066,000 
31,464,000 
26,404,000 
70,398,000 
61,115,000 

102,831,000 
9S, 220, 000 
83,620,000 
89,000,000 

133,000, 000 
151, d50, 000 
196,146,000 

8,104,841 9,958,000 -.----------
4, 702, 297 9,958,000 ····800;000· 4,797,304 9,968,000 
4,827,826 9,968,000 1,000,000 
4,244,622 9,958,000 ··i;:ioo;ooo· 4,914,385 9,958,000 
4, 916, 929 9,958,000 1,200,000 
4,666,032 9,128,167 1,300,000 
4, 933, 686 9,958,000 1,300,000 
5,104,050 9,958,000 1,300,000 
4,933,683 9,968,000 1,300,000 
4,962,373 9,958,000 1,300,000 
6,149,583 9,958,000 1,300,000 
5,149,583 9,958,000 1,300,000 
6,149,663 9,758,000 1,600,000 
6,130,283 9,478,000 1,780,000 
6,019,30<0 9,478,000 1,206,000 
4, 989, 686 9,478,000 1,205,000 
4,998,836 9,478,000 1,205,000 
4,998,836 9,478,000 1,205,000 
6,076,036 9,47~,OOO 1,606,000 
5,076,036 9,478,000 1,606,000 
5,111,741 9,478,000 1,606,000 
5,068,731 9,478,000 1,606,000 
6,337,580 9,478,000 1,606,000 
6,339,896 9,478,000 1,606,000 
6,900,757 5,000,000 4,878,000 850,000 
5,800,084 6,000,000 4,878,000 850,000 
3,361,028 4.500,000 8,600,000 ----.----.--
1,905,077 4,600,000 2,600,000 ------------
1,764,646 5,900,000 4,600,000 ------------
2,347,214 2,500,000 4, 49S, 000 ------------
2,166,12H 2,600,000 4,438,000 ------------
4,280,198 2,5QO, 000 4,398,000 ------------
3,202,426 --';000;000· 4,398,000 ------------
4, 905,039 4,000,000 ------------
3,182,328 4,000,000 3,920,000 ------------
3,273,984 11,600,000 3,420,000 ------------
3,488,800 7.500,000 8,000,000 _________ • __ 
5,213,600 6,000,000 8,000,000 1 ________ . ___ 
6,952,520 6,600,000 8,000,000 ____________ 
7,688,884 4,000,000 9,500,000 ____________ 

(.) ------------ 355,000 880,000 4,382,263 7,736, M4 3,297,216 -----------r) -.---------- 366,000 880,000 2,276,281 7,093,171 8,181,604 621,280 
.) ----------- .. 855,000 880,000 1,929,834 6,712,000 3,079,104 1,042,660 

Il! 
---·424;23i- 355,000 880,000 1,929,834 6,670,144 3,079,104 1,042,660 

855,000 806,666 1,392, ,,29 6,616,547 2,571,620 858,266 
600,860 855,000 1!80,OOO 1,671,396 6,670,144 8,005,824 1,041,920 
500,850 365,000 880,000 1,671,396 6,670,144 3,086,824 1,049,920 

:! 
496,112 365,000 880,000 1,632,113 6,114,299 2,828,672 956,668 
600,850 366,000 880,000 1,671,396 6,670,144 8,086,824 1,041,920 
600,860 366,600 880,000 1,671,396 6,670,144 8,085,824 1,924, 640 

Ii 
600,850 355,000 880,000 1,351,666 6,085,032 3,107,936 1,924,640 
500,850 355,000 880,000 1,361,666 6,083,688 3,107,936 1,924, 640 
600,850 366,000 1,860,000 1,361,666 6,083,688 3,107,936 1,924,640 
600,850 856,000 1,850,000 1,361,666 6,088,688 8,107,936 1,924,640 

:1 600,860 356,000 1,850,000 1,361,666 6,0<03,68H 3,107,936 1,924,640 
500, ~50 366,000 1,760,000 1,351,666 6,083,688 8,107,396 1,924,640 

til 
600,860 866,000 1,750,000 1,361,666 6,083,688 3,107,936 1,924,640 
500,850 501,250 1,450,000 1,351,666 6,083,688 3,107,936 1,924,640 
500,850 650,000 1,460,000 1,361,666 6,966,340 3,234,210 1,924,640 
600,850 650,000 1,460,000 1,361,666 6,966,340 3,234,210 1,924,640 

I:) 600,860 550,000 1,450,000 1,361,666 8,956,340 3,234,210 1,924,640 
600,850 550,000 1,460,000 1,361,666 6,966,340 3,234,210 1,924,640 

:1 600,860 550,000 1,460,000 1,361,666 5,966,340 3,234,210 1,924,640 
266,000 660,000 1,450,000 1,351,066 5,966,340 3,234,210 1,924,640 

1,880,000 266,000 560,000 1,460,000 1,361,666 6,956,340 3,234,210 1,924,640 
1,380,000 266,000 550,000 1, 4liO, 000 1,351,666 6,966,340 3,234,210 1,924,640 

2,950,000 266,000 560,000 1,450,000 ---_._._---- 5,949,933 2,711,621 1,883,318 
3,218,280 266,000 550,000 1,450,000 ------------ 6,049,933 2,027,684 I, 8K7, 714 

---------.-- 266,000 260,000 1,000,000 ------------ 15,600,000 300,000 1,100,000 

--2;4oo;iioo- 266,000 260,000 1,000,000 ------------ 8,000,000 200,000 1,000,000 
266,000 --i;6oo;Oiiii- 1,200,000 -.-.-------- 6,000,000 400,000 2,000,000 

11,600,000 266,000 400,000 ------------ 6,000,000 400,000 2,000,000 
6,500,000 266,000 1,600,000 400,000 ---.---.---. 6,000,000 400,000 2,000,000 

16,000,000 ------------ 2,500,000 ------------ 46,000,000 
21,800,000 -.---------- 2,500,000 ____ pep_a_e. 32,417.000 
22,331,000 ------------ 3,500,000 ------------ 69,000.000 
21,800,000 ----_._---.- 3,500,000 ------------ 65,000,000 
10,500,000 -.---------- 4,000,000 ------------ 64,000,000 
14,500,000 ------------ 7,600,000 -------.---- 51,500,000 
26,000,000 ------------ 10,000,000 ------------ 84,000,000 
35,450,000 ------------ 14,800,000 _ ___ PM_Me_PM 90,000,000 
49,645,000 --- ... _----- 16,000,000 -----------. 118, 000, 000 

1 Includes Calais-Dover service, 1857-1914, and reimbursement of Suez Canal dues, 1913-1921, not shown In tab1e_ 
I Converted to American currency at the par rate of $0.193 to the franc for the years from 1861 to 1913; $0_1952 for 1914; $0.178 for 1918; $0_1368 for 1919; $0_0704 for 1920; $0_0748 for 

1921; $0_082 for 1922; $0.0608 for 1923; $0_0524 tor 1924; $0.0477 for 1925; $0_0324 for 1926; and $0.0392 for 1927-1931. 
I Includes speed bounty, 1900-1922_ 
• Included under Mediterranean servlces_ 
I Included under New York-Mexico servl", 
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MAIL PAY TO "FREE" COMMERCIAL VESSELS 

The compensation paid to "free" (nonsubsidized) commercial 
vessels for carrying mail rests upon seven laws and decrees, the latest 
of which is the decree of March 28, 1928. According to this decree 
the rates are: 

1. For a distance not exceeding 300 nautical miles, 0.85 franc per 
kilo. , 

2. For distance,s between 300 and 1,500 nautical miles, 2.25 francs 
~~~ , 

3. From Europe to North America, 3.50 francs per kilo. 
4. For distances from 1,500 to 6,000 nautical miles, 4.55 francs per 

kilo. 
5. For distances beyond 6,000 nautical miles, 6.80 francs per kilo. 
The basic laws and decrees referred to are: 

. 1. Article 26 of the law of August 22,1791, fixing the compensation 
allowed the captains of packets departing for the colonies for carry-
ing letters.19 ' 

2. Articles 1 and 7 of the decrees of the consuls (April 9, 1802) 
confirming the above law. 20 

3. Article 4 of the decree of July 12, 1856, fixing the compensation 
to be paid to captains of ordinary commercial vessels for carrying 
newspapers and other printed matter.21 The authorized amount 
was 1 franc per kilo. 

4. Article 57 of the finance law of April 22, 1905, modifying the 
compensation paid to free vessels for carrying the mails.2

' 

5. Article 5 of the law of August 14, 1907, further modifying the 
rate of compensation.28 , 

6. Article 40 of the finance law of December 19, 1926, revising 
the compensation for the carrying of mails!4 

CONSTRUCTION AND NAVIGATION BOUNTIES 

The fundamental cause of public aid in the form of construction 
and navigation bounties to French vessels lay in the loss of Alsace 
and Lorraine, with their rich iron-ore deposits, at a time when the 
metal ship was being rapidly developed. Official recognition of the 
need for public aid came at about the time when development of the 
Thomas process made possible large production of steel at reduced 
costs by the basic patents of Bessemer. This made possible the con
struction of large vessels, which, in turn, made possible the move
ment of basic materials in large quantities and at low freight rates, 
thus completing the great transformation of commercial shipping 
from itinerant trader to large-scale industrial agency. 

By the law of May 19, 1866, France abolished its discriminating 
duties on imports. Article 5 of this law provided that three years 

'" Recuell des Lois "t Reglem@ll't9 conCl!rnant Ja Marine Marchande francaise, p. 11. 
Central Committee of French Shipowners, 1921 . 

.. Id"m, p. 21. 
II Id"m, p. H17. 
• Idem, p. 585. 
II Idem, p. 645 . 
.. Journal Omciel of Dec. 19, 1926, p. 13162. 
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after its promulgation the surtax collected on gdods imported into 
France in other than French vessels should cease; but article 6 
authorized the French Government to take action against the vessels 
of any nation that should subject French vessels to charges not ex
acted from vessels of other nationalities, such retaliatory action to 
take the form of compensation to French vessels for disadvantages 
sustained by them in such foreign countries. 

PRELIMINARY WORK AND ORGANIZATION 

The 15 years following passage of the law of 1866 saw many 
events of great importance to the French shipping industry. First 
came the Franco-Prussian War. In 1875 the new constitution of 
France was adopted. In 1878 the Thomas process of steel manufac
ture was invented. In 1879 the first express type trans-Atlantic 
liner, the Arizona, went into service. 

Official recognition of conditions resulted in the law of January 30, 
1872, by which the discriminating duties in favor of French vessels, 
which had been abolished by the act of 1866, were reestablished. The 
net result was an increase of price of ships, higher freight rates, and 
threats of reprisals by other nations. Th.e act had been passed as a 
possible means of public aid without incurring public expenditures. 
On July 28,1873, it was repealed without a dissenting vote, and dis
criminating duties as well as import duties on foreign ships were 
abrogated. Article 2 of the act of July 28, 1873, provided for the 
appomtment of a commission to study the most efficacious means of 
aiding the merchant marine and insuring its prosperity. 

THE DUPUY DE LOME REPORT 

This commission consisted of. 33 members under the chairmanship 
of the Minister of Commerce and sat for nine months. The mem
bership included several members of the old Assembly, leading men 
from the shipbuilding and shipowning industries, representatives of 
principal industries, representatives of chambers of commerce, the 
director of customs, and representatives of the navy. At the end 
of the sessions the final review of the situation and further study 
was intrusted to M. Dupuy de Lome, vice president of the Associa
tion of Mediterranean Shipyards, who was thought by the com
mission to be especially well equipped to indicate the proper proce
dure. This action was important in the light of what followed. 

The work of M:. Dupuy de Lome as embodied in the report of the 
commission on July 15, 1874, forms the basis.for subsequent French 
shipping legislation. The report covered the complete cycle of re
forms needed by the French merchant marine and of administrative 
and legislative burdens imposed upon it officially. . . 

One of the principal subjects trell:ted was the neceSSIty f?r t?e reVl-
8ion of the Code of Commerce, whIch rested, so. far as shlPpmg was 
concerned, upon the ordinance of 1681, an~ which had .long been 
subject to criticism as being out of accor.d WIth the needs of modern 
shipping. In 1865 the Minister .o~ Manne had entruste.d to a com
mission of competent men the reVlsIO':l of the code, and thIS was 1!n~er 
consideration when the Franco-Prusslan War came. The commISSIOD 
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of 1873 took up this work again, giving especial attention to the 
question of ship mortgages. 

Another important subject for consideration was that of vessel 
transfer, replacement, and commercial fees, the net results of which 
were, it was stated, to disperse rather than concentrate capital and 
ownership in accordance with modern industrial progress. 

PORT COMMITTEES 

During the eight years preceding the adoption of the basic law of 
1881 there was much thou~ht and activity in connection with arriving 
at a solution of the shippm~ problem, which had become of national 
importance. Many confiictmgsentiments had to be adjusted. The 
ship operators were not always in harmony in matters that had to be 
solved; some desired a recasting of the maritime regulations in favor 
of free ships, while others preferred a reestablishment of the national 
discriminating-duty laws. 

Efforts of Havre and Nantes in 1875 to get all co.nflicting opinion 
together for a discussion of the entire situation led to the appoint
ment of a committ~e in each port of France to study the situation as 
reported by M. Dupuy de Lome. The committees were to appoint 
delegates to a central congress in Paris which convened in April, 
1876, and prepared a memorial to the Government asking a moderate 
protection either through national surtaxes and entrepot charges or 
by direct money aid, the memorial stating that the subsidy rrinciple 
was not new in French legislation and presenting figures 0 current 
subsidies for other objects carried by the budget. The memoriaL 
ended by declaring that the merchant marine needed protection in an 
amount of 8,000,000 to 9,000,000 francs annually ($1,544,000 to 
$1,737,000 at par of that day). 

PARLLUlENTARY HERClIANT MARINE BLOC 

In 1875 a group of over 250 members (85 Senators and 168 Depu
ties) constituted themselves a faction to take in hand the interests of 
the merchant marine. 'the question was broached at the opening of 
Parliament in 1876 with a proposal for a law based upon the follow
ing broad lines: (1) Relative to construction, an allocation should be 
made based upon the difference in costs of construction in French and 
foreign yards; (2) relative to operation in international trade, 1 
franc ($0.193) per man per day was proposed as an operating subsidy. 

These basic proposals followed closely the conclusions of M. 
Dupuy de I~ome and were submitted to the Senate. The proposals 
laid before the Chamber of Deputies had been inspired by the work 
of the commission of 1873. 

ENACTHENT OF FmsT BOUNTY LAW 

The Government did not accept all of the suggested program. 
The general proposal contained, besides ship-construction, equip
ment, and navigation bounties, a number of additional matters 
relative to exemption from pilotage, methods of ship survey, and 
others intended to ease the burdens 011 shipping. The commission 
rejected the equipment-bonnty proposals and retained those for 
higher rates in construction bounties. 
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After further discussion the commission heard the representatives 
of the ports of Havre, Nantes, Bordeaux, and Marseille, conferred 
with the Ministers of Commerce and Finance, and then drew up a 
project as indicated by the Chamber of Deputies and recommended 
by the Government. After a supplementary report on March 20, 
1880, the Chamber passed the bill and sent it to the Senate. This 
body did not take it under consideration until January, 1881, when, 
with some changes, which were not contested, the bill was passed 
on January 29,1881, and promulgated on January 30. 

Thus, briefly, was developed the first comprehensive ship-bounty 
law of France, which formed the basis for much subsequent 
legislation for shipping in France and other countries. 

CONSTRUCTION BOUNTIES 

The ship-construction bounty syste'm of France has passed into 
history. The first construction bounty was paid in 1881 and the last 
in 1920, a period of 40 years during which 245,111,000 francs (be
tween $46,000,000 and $47,000,000) was expended ,on the system. 

The construction-bounty system was covered by the laws of Jan
uary 29, 1881, January 30, 1893, April 7, 1902, April 18, 1906, and 
February 28, 1912. Prior to enactment of the law of 1881 France, by 
the law of May 19, ~866, abolished discriminating-duty laws on ~or
eign tonnage and cargo entering French ports. This placed the 
French shipowner at a disadvantage, and, in order to offset this, pr.o
vision was made for the admittance of foreign-built vessels to French 
registry at a nominal tax-2 francs per ton. This in turn exposed 
the French shipbuilding industry to serious competition despite a 
provision in its favor by which all shipbui.Iding materials were ad
mitted free. 

CONSTRUCTION-BOUNTY RATES 

Rates and principal conditio~}.s of the construction bounties are 
set forth in Table 24. 

TABLE 24.-FBENCH CONSTBUCTION-BoUNTY RATES UNDER VARIOUS LAws 

Law ofJan.29, Law 01 Ian. 30, Law of Apr. 7, Law of Apr. 18, 
1881 '1893 1902 1906 1 

Bounty 
Equiv- Equlv- Equiv· Equiv-
alent in alent in alent in alent in 

Francs United Francs United Francs United Francs United 
States States States States 
cur- cur- cur- cur-

rency· rency· rency I rency I 

------
65. 00 I $12. 55 

----
Hulls: 

$11.58 65.00 $12.55 '145.00 $27.99 Iron or steeI _______ per gross ton __ 60.00 
Metal and wood ___________ do ____ 40.00 7.72 40.00 7.72 40.00 7.72 40.00 ·7.72 
W ood _____________________ do ____ • :1).00 • 3.86 140.00 '7.72 140.00 i '7.72 140.00 '7.72 

Engines, bollers, and auxiliary m .... 
chinery: 

12.00 2.32 15.00 2.90 15.00 I 2.90 '27.50 5.31 New oonstruction __ per 100 kilos __ 
Repair malerial ____________ do ____ 8.00 1.54 15.00 2.90 15.00 I 2.90 :1).00 3.86 

1 Hull bounties decreased annually for flrst 10 years by 4.50 rran~ ($0.87) per ton. for steamers and i?Y 3 
francs ($0.58) for sailing vessals. V .... 1s built lor postal subventIon services recelyed the constructlOn
bounty rotes of the law of Jan. 30, 1893. The law of Feb. 28, 1912, supplemented thIS oct. 

• Converted ot the pre-war par rate of $0.193 to the franc. 
I Based on "total gross tonnage," which includes certain spaces, such as those used for water ballast, 

gaUeys. and auxiliary equipment, excluded from gross-tonnage measurement. 
• Hulls 01 alO gross tons or more; those less than alO tons, 10 francs per ton. 
I Hulls 01 150 gross tons or more; those less than 150 tons. 30 frones per ton. . 
• Bounty on new bollors and engines decreased aonually by 0.75 franc ($0.145) per 100 kilos (2:1).46 pounds) 

for 10 years. 
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COST DIFFERENTJAoLS 

Construction-bounty rates were sharply increased under the law 
of April 18, 1906. Further, this law was passed after the law of 
1902 had been in force only four years. These changes were -made 
in an effort to correct certain inherent evils that had become ap
parent in the administration of the system. 

The purpose of both construction and navigation bounties was 
to place French shipbuilders and shipowners on a parity with those 
of other nations. The early construction bounties under the fir15t 
three laws were designed to balance the customs duties on imported 
materi&ls. They were paid directly to the builders in connection. 
with the construction of vessels for any account, foreign or domestic. 

This did not equalize the price of vessels to the prospective owner, 
however. French shipbuilders stated three reasons for the high 
prices (which avera&ed 50 per cent more than the price of English
built vessels)-(a) tne price of primary material used in shipbuild
ing, both domestic and equalized (duty-free) foreign; (b) the 
smaller output of the French workman; and (0) the heavy over
head charges that had to be carried by the relatively small number 
of vessels built.25 

The extra price paid by the purchaser of French-built vessels 
was to be absorbed by the navigation bounties. The French ship
owner was to pay more than world-market prices for French-built 
vessels and the Government was to compensate him for the differ
ential, based upon the operation of the vessel. The administration 
of the differential led to the diversion of considerable capital, and 
correction of this was the object of the 1906 law. 

ESTABLISHMENT OF OFFICIAL DIF'FEBENTlAL 

In order that the proper amount of bounty could be determined 
for this purpose shipbuilders were invited to state under what con
ditions they would build vessels to be quoted at equal prices with 
foreign vessels. The French builders replied that an increase of 
100 francs ($19.30) per ton free of the deductions that had previously 
been made in favor of maritime charitable institutions would enable 
them to meet outside competition. Adding the previous rate of 
65 francs, the total builders' estimate was 165 francs, or $31.85, per 
ton as a differential. 

The committee· considering the new measure compared the costs 
of 49 vessels built in France from 1899 to 1902 with 37 vessels built 
in the United Kingdom in 1902 and 1903 and concluded that the 
actual difference in cost was 131 francs, or $25.28, per ton. The direc
tors of customs worked out the prices between British and French 
built vessels and found that the average difference was 175 francs, 
or $33.78, per ton. 

The committee reviewed the findings of the directors of customs 
and declared that the basis of :comparison had not been exact and 
that various technical features had not been taken into consideration, 
concluding that the actual difference was more nearly 131 francs, 

• The French Mercantile Marlnp Law of 1906. and Its Predeeessors; British DiPlo
matic and Consular Reports, Miscellaneous Series No. 651, May. 1906, pp. 7-9. 
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or $25.28. However, recognizing this as a narrow margin and having 
in mind the crisis in French yards and the necessity for added pro
tection for the French builders, the committee fixed upon the sum 
of 172.50 francs, or $33.29, as the official cost differential upon which 
calculations were to be:! made. This was to include the construction 
bounty on both hull and machinery. 

EXPENDrrURES FOR CONSTRUCTION BOUNTIES 

The annual and total expenditures made under the various con
~truction bounty law~ of France are 'stated in Table 25.26 

.. This tabulation is a condensed presentation of the entire system. Too research 
.tudent who may desire to make detailed analysis of the French construction and 
navigation bounty system should consult, first, the finnl accounts of the Ministry of 
Commerce, beginning with 1881, reported to the .parliamentary session of 1884 and to 
('aeb session thereafter. These reports, in addition to the summarized accounts stated 
under the respective appropriation account chapters, carry in their annexes elaborate 
detailed tabulations ot the bounty payments of each year, presented by the vessel group· 
ings under age, material, type of propulsion, and domestic or fQreign construction, as 
well as graphic presentation of the trend of the entire system. 

Secondly, since 1896 the commerce and navigation statistics of France have been 
published in two volumes, of which volume 1 presents the movement of commerce, while 
volume 2 is devoted to navigation and the manner in which French water-borne trade is 
carried by various nationalities of vessels, Volume 2 for 1910 carries a summary of the 
navigation and construction bounty system from 1893 to 1910. From 1910 onward the 
summaries are continued progressively. 



TABLE 25.-ToTAL FRENCH EXPENDITURES FOR CONSTRUCTION BOUNTIES UNDER LAWS OF 1881, 1893, 1902, 1906, AND 1912 ..... 
~ 
0) 

Toto! bounties Iron and steel vessels Wood and composite I Machinery vessels I 
Year Date 01 law 

Equivalent In Dounty, Tonnage Bounty, Tonnage I Bounty, KneB weight 
Francs United States trancs partlclpat· trancs partlelpat- Irancs partlclpat· 

currency I Ina Ina Inll rIl 
-~-~. -.~--- -~----------~ ill· 

1881 ••••••••••••••••• Jan. 29, 1881 ••••••••••••••••••••••••••••••••• 0M!,898 '183, ~23 ~6.~2 0,776 O~, 360 8,701 268, 056 2,M~,OI4 ~ 1882._ ••••••••••••••• ••••• do •••••••••••••••••••••••••••••.••••••••• 4, 1140, ~9~ 876,334 8,491,208 ~,186 120,112 10,313 929,27~ 8,186,923 
1883 ••••••••••••••••• ••••• do ....................................... 3,160,296 609,937 2, 3M, 9~6 88, 416 06,964 8,801 758,346 6,896,248 ~ 1884 ••••••••••••••••• ••••• do ....................................... 4,4~,91l8 86~, 698 3,~,O77 114,667 142,882 11,003 1,062, 000 0,477,424 
1885._ ••••••••••••••• ••••• do •••••.••••••••••••••••••••••.•••••••••• 1,129,161 217,920 694,423 11, ~73 120,202 9,~6 314, ~26 3,063,867 Q 
1886._ ••••••••••••••• ••••• do ••••••••••••••••••••••••••••••••••••••• 3,005,618 380,~ 1,002,4118 31,707 98,200 8,640 I,004,Or>l) 8,808,016 

~ 1887 ••••••••••••••••• ..... do ....................................... 1,437,481 ~1,293 938.587 15,643 67,523 ~, 08~ 451,371 4,203,853 
1883 ................. ..... do ....................................... 2, 216, 958 427,872 1,406,923 24,442 88, 11l 8,390 661,924 6,066,207 t:;j 1889 ................. ..... do ....................................... 8, OM, 603 389,310 2,120,502 35,341 77,304 7,116 860,697 7,400,620 
18110 ................. ..... do .... 2, 797, HIli 6ao, 866 1,834,653 30,577 122,772 0,679 830,7113 7,535,Oll rIl 
1891 ................. .•••• do ..... :::::::::::::::::::::::::: :::::::: 2,800,918 540,577 1,8\14,373 31,572 123,009 11,404 783,5:!6 0,960,302 ill 1892 ................. ..... do ....................................... 2, 018, 384 389,1148 1,189,533 19,825 123,853 11,7111 704,9118 6,388,124 ~ 18113 ................. Jan, 29, 1881, and Jan. 80, 189a ............... 2, 153, 849 415,602 1,188,984 17,900 421,4:17 13,637 663,428 a, 8113, 708 
1804 ................. Jan. 30, 189a ................................. 2,080,302 40:!,235 887,518 14,223 887,667 12,385 814,117 3,663,591 t7:! 
1895 ................. ••••• do ....................................... 2, 800, 072 MO,529 I, 3!M, 350 21,2:10 433,9!M 14,050 1,041,307 7,231,930 I 1890 ................. ..... do ....................................... 4,106,349 792,525 2,631,917 42,178 449,844 14,031 1,024,588 7,116,200 
1807._ ••••••••••••••• ••••• do ....................................... 3,143,810 903,141 8,711,927 30,484 567,700 18,079 866,183 6,015,163 
1898 ................. ..... do ....................................... 4,613,844 800,471 2, 928, 331 46,051 448,822 13;652 1,236,671 8,244,480 
1809 ................. .•••• do ....................................... 7,064,104 1,363,389 3,403,181 83,120 417,488 12,361 1,243,625 8,200,166 
1900 ••••••••••••••••• ••••• do ....................................... 9,290,320 1,704,228 7,594,6:14 116,839 437,1~ 13,007 1,2114,802 8, 432,016 Q 
1001._ ••••••••••••••• ••••• do ....................................... 9,526,353 1,8:18,6!M 7, 83a, 762 1!M,M1 406,696 13,112 1,106,207 8,366,097 

rIl 1002 ••••••••••••••••• ..... do ....................................... 15, !M4, 841 2, 944,184 13,357,407 217,904 327,813 16, a~o 1,369,621 9,243,367 

~ 1903._ ••••••••••••••• ••••• de ....................................... 3,976,272 1,153,420 4,033,744 66,018 304,636 18,483 1,347,802 9,359,324 
1004 ................. ••••• de ..................................... ,. 8,647,823 1,669,029 6,361,166 104,110 408,383 13, 3~0 1,788,272 12,682, 783 

~ 
1006 ................. ••••• do ....................................... 5, 368, 0,~2 1,034,164 8,603,015 60,466 463,819 14,722 1,210,318 8,583,816 
1906 ................. Apr. 7, 1002, Bnd Apr. 18, 1906 ••••••••••••••• 2,982,21l3 1,123,948 1,690,964 27,675 182,316 4,405 1,168,768 8,218,107 

2,841,304 2,020,8U3 19,964 227,182 7,306 387,729 3,063,067 
1007 ................. ••••• do ....................................... 700,048 1,218,030 4~O, 227 6,927 19,868 408 820,018 2,183,457 rIl 

5,324,008 4,376,572 39,031 294, 0~3 9,364 853,473 3,451,181 
1008 ................. ••••• do ....................................... 1,709,840 2,478,281 1,202,939 19,6!l6 28 ·····ii;i23· 306,873 8,604,843 

l1,I30,OU5 9,052.3119 132,483 353,743 1,722,883 13,674,315 
1000 ................. ..... do ....................................... 200,600 1,840,888 10,914 167 875 29 188,8ll 128,840 

9,384,317 7,6:11,Oa8 66,730 414,079 13,007 1,838,300 6,213.120 
1910 ••••••••••••••••• ••••• de ....................................... 199,543 1,700,827 5,131 79 260 8 194,164 12.043 

8,613,0:10 0,808,885 67,180 417,985 12,008 1,886,160 M,606 
1911 ................. ••••• do ....................................... 1Il0, 614 2, 146,307 7,010 122 42 1 152,662 1,017,747 

10, 965,4a2 8,M3, 851 68,537 478,127 14,434 1,023,454 8,044,837 
1912 ................. ..... do ............... __ .: .• __ • 160,7a6 3,682,030 1,658 27 ······603;239· ···"i4;ti88· 11l8,07R 1,102,045 

~ ... _ ... _. -.-- lR, 9ll, 355 16,203,639 125,366 3,204,477 13,636,387 



1918 ••••••••••••••••• .~~~~:~:.~~~~'.~~.~,~~~~.~'.~:~~:::::::::::::: f 
220,276 3,484, a81 73,986 1,210 882 23 143,408 1,031,267 

17,833,614 14,206,897 UI,Ol8 604,273 16,439 8,123,344 18,827,7fI9 
1914 ••••••••••••• ' •• ' 23,679 3,063,831 1,988 33 100 0 21,301 162,489 

16,672, 177 12,749,498 103,010 297,784 0,610 2, 624, 896 11,793,833 
1016 ................. F.b.28,1012 ................................ 14,409,093 2,606,037 11,900,053 108,370 65,648 2, 133 2, 472, 892 11,371,212 
1916 ................. ••••• do ....................................... 6,260,098 894,208 4,290,646 42,886 68,866 1,806 911,186 4,238,301 
1917 ................. ••••• do ....................................... 1,792,044 310,023 1,407,067 12,914 43,933 1,344 340,464 1,604,206 
19I5 ••••••••••••••••• ••••• do ....................................... 1,804,179 232,144 1,048,106 26,960 81,082 860 224,931 2, 763, 476 
1910 ••••••••••••••••• ..... do ....................................... 691,M6 80,920 496,726 23,841 .................. - ...... - ..................... 94,840 2,339,030 
1920. __ ........... •• ••••• do ....................................... 680,714 47,922 647,081 60,246 .................... - .... - ........... __ . 133,033 6, ISO, 299 

Total .......... -_ .... -_ ............................................................ _- ..... 246, 111, 166 46,854,641 186,430,477 2,411,010 II, 26S, 098 422, 799 47,401,081 801,477,006 t --'-c-o-n-v-.r-to-d-.-t-t-h.!.O-PIIJ'-r-.t-.-o-tllO-,1-03-to-t-h-.-tr-an-o-t-or-t-h-.-Y-oar-.-I-88-I.J.to-I-01-a-;SO-.1-0-62!..t-Or-I-0-14-;-SO-,1-7.J.08-'-Or-IO-I-6;-SO-.-10!..9-7-to-r-IO-1-6'-,
SO
L,I-73-'-Or-I-0-17-;.J.

IIO
-,1-7-S-rO-r-I-OI""S-;SO-,1-3-o8-t-or-IO.!.10-;-a-n-d-eo-,-07-04 

or 1020. 
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NAVIGATION BOUNTIES 

The navigation-bounty system was instituted under the same laws 
that provide for construction bounties, namely, those of January 29, 
1881, January 30, 1893, April 7, 1902, April 18, 1906, and February 
28,1912. 

LAW OF .JANUARY 29, 1881 

Under the law of January· 29, 1881, French-built vessels were 
allowed 1.50 francs ($0.29) per net ton for each 1,000 miles traveled 
during the first year's operation under the law, this amount decreas
ing annually by 7.50 centimes ($0.014) for wood and composite ves
Eels and by 5 centimes ($0.01) for iron and steel vessels, while foreign
built vessels were entitled to only 50 per cent of these rates. Vessels 
built in France according to plans approved by the Navy received 
an increase of 15 per cent above these rates. 

Navigation bounties under this law were limited to vessels plying 
in the overseas trade. . 

COST DIFFI!lRI!lNTlAL8 

According to a report made to the Chamber of Deputies },fay ~8, 
1892, by Jules Siegfried, embodying the views of a commission of 
22 members appointed to investigate the results of the law of 1881, 
the navigation-bounty principle was designed to compensate the 
French ship for the extra cost of French construction. provided the 
ship would earn the bounty by actual performance. The difference 
between navigation-bounty- rates allowed French-built and foreign
built vessels was 75 centimes. On a time, mileage, net-tonnage, and 
average 10-year performance basis, it was estimated by the law
makers in 1881 that in 10 years a ship would earn a navigation bounty 
of 125 francs ($24) per gross ton. The cost of a French ship was 
420 francs ($81) per gross ton. The cost of a similar English ship 
was 300 francs ($58) per gross ton-a difference of 120 francs, or 
$23. Theoretically, therefore, French ships during the 10-year limit 
of the law could earn this differential by normal activity. (This 
differential is considerably lower than the figures presented on p. 134.) 

In the matter of navigation bounties the commission stated that 
continuation of the navigation-bounty system would increase the 
proportions of cargo carried in French ships and that in 15 or 20 
years French ships would carry two-thirds to three-fourths of French 
commercE'., 

BASIS OF HEASUREllENT 

Navigation bounties under the law of 1881 were granted on the 
basis of net tonnage. Inasmuch as the ship paid port charges on 
the same basis, there arose the natural conflict of interest between 
collection of the largest possible navigation bounty and payment of 
the lowest port charges. All foreign competitive fleets were designed 
with an eye to reduced net tonnage. All French vessels were built 
to greater net tonnage, thereby placing the French owner at a dis
advantage as to port charges. Reduction in net-tonnage measure
ment by an act of 1889 was further objected to on· the basis of 
consequent reduction of navigation bounties. The commission there
fore recommended a change to a gross-ton basis, which was adopted 
in succeeding laws. 
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LAW OF JANUARY 30, 1893 

-Under the law of January 30, 1893, the bounty rates were lowered, 
but a gross-ton basis was adopted which increased the tonnage en
titled to the bounty. Under this law French-built steam vessels 
were allowed 1.10 francs ($0.212) per gross register ton per 1,000 
miles. The bounty to sailing vessels was increased, however, from 
1.50 francs ($0.2895) to 1.70 francs ($0.328) per gross register ton 
per 1,000 miles. These bounties were reduced annually as follows: 
Wo~den steamers, 6 centimes. ($0.011.6); iron ?r steel steamers, 4 
centImes ($0.0077); wooden saIlmg ShIPS, 8 centImes ($0.0154) ; and 
iron or steel sailIng ships, 6 centimes ($0.0116). No vessel more 
than 15 years old could receive a bounty. 

Vessels in the oversea trade (au long cours) received the full rates, 
while those in the international coasting trade (cabotage interna
tional) received two-thirds of the rates specified. Under the law of 
1881 vessels in the in~rnational coasting trade received no naviga
tion bounty. Vessels built according to plans approved by the Mm
istry of the Marine received a bounty 25 per cent above the regular 
rate, instead of 15 per cent as under the law of 1881. All vessels 
receiving navigation bounties were subject to requisition in time of 
war-a new feature. 

The law of 1893 abolished the navigation bounty to all foreign
built vessels, to French-built sailing vessels of less than 80 gross tons, 
and to French-built steamers of less than 100 gross tons. 

LAW OF APRIL 7, '1902 

The law of April 7,1902, provided two classes of navigation boun
ties, one for French-built ships and the other for vessels of foreign 
construction. The bounty for the former was designated a "prime 
a navigation" and for the latter a "compensation d'armement," but 
the practical effect was the same in both cases. It will be noted, 
therefore, that it was deemed expedient to revert to the policy, even 
if under a new name, of paying navigation bounties to foreign
built ships operated under the French flag. 

NAVIGATION BOUNTIES TO FRENCH-BUILT SHIPS 

The navigation bounties (primes a navigation) ~anted by the law 
of 1902 were limited to French-built merchant ShIpS (sail as well as 
steam) operating under the French fla~ in the overseas and inter
national coasting trades, the latter receIving only two-thirds of the 
full bounty. These bounties were payable only to ships of at least 
100 tons gross register and less than 15 years old. 

These bounties were to be paid to any vessel constructed in France 
during the operation of the law for a period of 12 years after its 
admission to French registry. This accounts for the fact that as 
late as 1918 considerable amounts were expended in navigation boun
ties under the law of April 7, 1902. Under the law of January 29, 
1881, the navigation bounty was payable only during the period of 
the operation of the law. 
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Rates of bounty 

The na!igation bounty for steamships of not more than 3,000 tons 
gross regIster was fixed at 1.70 francs ($0.328) per ton per 1,000 
miles of operation during the first year, with an annual reduction of 
4 centimes ($0.0077) during the first four y'ears, 8 centimes ($0.0154) 
for the next four years, and 16 centimes {$0.0308) for the next four 
years. For steamers of 3,000 to 7,000 tons the basic rate of 1.70 
francs was reduced by 1 centime ($0.00193) for every 100 tons or 
part tbereof in excess of 3,000 tons, but the rate in the first year 
could not be less than 1.50 francs ($0.2895) per ton. Vessels of more 
than 7,000 tons were to receive the same bounty as vessels of 7,000 
tons. 

For sailing vessels the maximum bounty in the first year was to 
be the same as for steamships, namely, 1.70 francs ($0.328) per ton 
per 1,000 miles of operation, but the annual decrease was to be 2 
centimes ($O.0039) for the first four years, 4 centimes ($O.0077) for 
the next four years, and 8 centimes ($0.0154) for the last four years 
of the act. Sailing vessels of more than 600 tons net, but less than 
1,000 tons, were to receive the full bounty less 10 centimes ($0.0193) 
for each 100 tons or fraction thereof above 600 tons, while sailing 
vessels of over 1,000 tons were to receive the same bounty as steam
ships of 3,000 tons or Jess. 

A deduction of 5 per cent was made from the full bounty if the 
vessel had a speed of 11 but less than 12 knots, and of 10 per cent 
when the speed was less than 11 knots. Vessels of less than 10 knots 
were barred from the bounty. 

Sailing vessels of French construction operating under the French 
flag at the time the law of April 7, 1902, went into effect were given 
the privilege of continuing under the navigation bounty provided in 
the law of January 30, 1893, but such vessels must carry during at 
least two-fifths of the entire voyage cargo representing in freight 
tons at least two-thirds of their net tonnage. 

A deduction of 6 per cent from all navigation bounties was to be 
made for the benefit of seamen's charitable IDstitutions. 

EQUIPMENT BOUNTIm TO roBEIGN-BUILT SHIPS 

The act of 1902 restored navigation bounties to foreign-built ves
sels, but the bounty took the form of an equipment bounty (compen
sation d'armement) based upon number of days in commission and 
not upon length of voyage. The new bounty was granted only to 
foreign-built seagoing steamships of more than 100 gross tons, con
structed of iron or steel, engaged in the overseas or international 
coasting trades, and equipped and owned in France. 

This bounty was based on total gross tonnage 27 of vessel and num
ber of days in commission, and consisted of a daily allowance of 5 
centimes ($0.0097) per total gross ton up to 2,000 tons, 4 centimes 
($0.0077) additional for each ton up to 3,000 tons, 3 centimes 

If The term .. total ~ross tonnage" is u8pd for tbe first time in tbe law of April 7. 
1902, and Is to be dlstln~ishpd from .. gross tonnage" by tbe fact tbat It Includps 
spaces used for wster ballast, galleys, etc., wbicb are excluded from gross tonnage. 
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($0.0058) additional for each ton up to 4,000 tons, 2 centimes 
($0.0039) additional for each ton above 4,000 tons and up to 7,000 
tons, no allowance being made for tonnage in excess of 7,000. Pay
ment was limited to 300 days per year. 

Vessels in the international coasting trade received only two-thirds 
of the full bounty. 

Although this bounty was intended primarily for foreign-built 
vessels operating under the French flag, the law of April 7, 1902, pro
vided that steamships of French construction should have the privi
lege, under conditions to be fixed by administrative regulations, of 
choosing for each voyage between the equipment bounty and the 
navigatIOn bounty. 

The requirements as to age and speed of vessels were the same for 
equipment bounties as for navigation bounties. Vessels more than 
12 years old and those of less than 12 knots could not receive either 
bounty. Other classes of vessels debarred from the bounties were 
the following: 

Vessels which prior to the promulgation of 1902 were registered 
after their seventh year; 

Vessels engaged in overseas and domestic fishing or pleasure 
navigation, as well as those receiving postal subventions; 

Vessels engaged exclusively in reserved navigation; 
Vessels making a voyage of less than 125 miles between a French 

and a foreign port; 
Vessels engaged in reserved navigation which make stops in for

eign ports without discharging or loading merchandise repre
senting in tons of freight at least one-third of their net 
tonnage; 

Vessels which between their departure from a French port and 
their return thereto have not carried a cargo representing in 
freight tons at least one-third of their net tonnage, and that 
upon at least one-third of the total voyage; 

Vessels which, having obtained French registration, have given 
it up and then secured it a second time; 

Vessels of foreign origin which were mortgaged for more than 
one-half of their value at the time of their registration in 
FrlUlce or during six months thereafter. 

Vessels operating on the same voyage in both the international and 
the national coasting trade were entitled to the navigation or equip
ment bounty for the time or for the voyages in which goods had been 
carried in international trade if the total cargo for foreign destina
tion or of foreign origin on board at the time of passing through the 
Strait of Gibraltar represented in freight tons at least one-thIrd of 
the net tonnage of the vessel. 

Vessels in the international coasting trade plying in the same 
voyage between ports of Fran~ and Algeria and a port in north~rn 
Europe were given the bounty If the total amount of cargo of foreIgn 
origin or for foreign destination on board when the vessel passed 
through the Strait of Dover represented in freight tons at least one-
third of the net tonnage of the vessel. . . 

Vessels operating in the overseas trade WIth a French or Algenan 
port as the port of departure or destination were entitled to a portion 
of the navigation or the equipment bounty for the voyage or voyages 
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between French and Algerian ports in case they stopped at one or 
more French or Algerian ports and loaded or discharged only over
seas merchandise in such ports. The portion of the bounty granted 
was to be equal to the ratio between the number of tons of overseas 
freight on board and the net tonnage of the vessel. If the ratio was 
100 per cent or more, the whole amount of the bounty should be paid. 

~ 
LIMITATIONS OF LAW OF 1902 

The law of 1902 was enacted for a period of 12 years, and unlike 
the preceding two laws limited the total tonnage of vessels which 
might benefit by it as well as the total amount of bounty to be 
granted. The tonnage of steaIllShips admitted to the benefit of this 
law, in addition to the tonnage receiving the benefits of the prior 
law, was limited to 500,000 gross tons, of which 200,000 tons might 
be built abroad; the tonnage of sailing vessels was limited to 100,000 
gross tons. . 

The total amount payable in navigation and equipment bounties 
durin~ the operation of the law was fixed at 150,000,000 francs ($28,-
950,OuO), of which not more than one-tenth could be paid to sailing 
vessels. 

LAW OF APRIL 18. 1906 

The law of April 18, 1906, continued ~he system of equipment 
bounties to cover navigation bounties for both French-built and 
foreign-built vessels. Under the law of 1902 this form of bounty had 
covered only foreign-built vessels. 

No limit was placed on the tonnage of vessels receiving bounties 
under this law. Under the law of 1902 a bounty was not paid on 
tonnage in excess of 7,000 tons. . 

The 1906 bounties were on the whole slightly lower than those 
provided in the law of 1902, but they were net. 

RATES OF BOUNTY 

The equipment bounties of the law of 1906 varied with the tonnage 
of vessel, days in commission, character of propelling power (whether 
sailor steam), speed, quantity of cargo, and average ilaily run. 
They were paId for the entire time·the ship was in commission and 
were not limited to 300 days per year, as was the case under the 
law of 1902. 

For steamers the grant was 4 centimes ($0.0077) per ton per day 
for the first 3,000 tons, 3 centimes ($0.0058) additional for each ton 
between 3,000 and 6,000 tons, and 2 centimes ($0.0039) additional 
for each ton between 6,000 and 7,000 tons. No bounty was paid on 
tonnage in excess of 7,000 tons. 

For sailinO' vessels the amount granted was 3 centimes ($0.0058) 
per ton per ~ay up to 500 tons, 2 centimes ($0.0039) additional for 
each ton between 500 and 1,000 tons, and 1 centime ($0.00193) addi
tional for each ton in excess of 1,000 tons. 

To receive the full bounty the vessel was obliged to show that 
from its departure from a French 1?ort until its return to a French 
port it had carried cargo representmg in freight tons at least one
half of its net register tonnage during at least one-half of the voyage, 
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the rate of bounty being reduced by at least 10 per cent if the vessel 
failed ~o meet these requirements. No equipment bounty, however, 
was paId to a vessel whose cargo tonnage was not equal to at least 
one-third of its net register tonnage during at least one-third of 
its voyage. 

Article 4 of the law of 1906 provided that equipment bounties 
s~lOuld be paid to all seagoing v,:,sels of French or foreign construc
tIon, less than 12 years old, havmg a total gross tonnage of at least 
100 tons, and operated in the overseas or international coasting 
trades. An exception to this age limit was made in the case of 
sailing vessels which were constructed in accordance with the law 
of January 30, 1893, and admitted to French registry before Novem
ber 1, 1901, and which complied with the other provisions of the law. 
Such vessels were entitled to equipment bounty at the rate of 3 
centimes ($0.0058) per gross ton per day in commission for a period 
of three years from the time they ceased to benefit under the law 
of 1893. They were required, however, to show that they carried 
during at least two-fifths of their total voyage cargo representing 
in freight tons at least two-thirds of their net register tonnage. 

SPEED AND MILEAGE REQUIREMENTS 

The former navigation bounty, being based upon the number of 
miles operated and the speed of th~ vessel, encouraged the use of 
fast ShIPS and thereby performed a useful function. This feature 
was extended in the law of 1906, which granted an extra bounty of 
10 per cent for ships showing a speed of at least 14 knots on trial 
trips with half load, 20 per cent extra for ships with a trial speed 
of 15 knot~ and 30 per cent extra for ships with a trial speed of 
16 knots. un the other hand, a deduction of 15 per cent from the 
basic rate was made in the case of vessels having a speed of less 
than 10 knots, while ships of less than 9 knots were excluded from 
participation in these bounties. 

A mmimum average daily run between the date of fitting out and 
the date of laying up was also required of ships seeking the equip
ment bounty provided by the law of 1906. The requirements may be 
summarized as follows: 

Steamships: ,.~ Miles 14 knots and over ______________________________________ . 90 
12 to 14 knots _____________________________ ..,____________ 85 
11 to 12 knots__________________________________________ 65 
9 to 11 knots ______________ ~___________________________ 55 

Sailing vessels_____________________________________________ 35 

METHOD OF OOIl{PUTlNG BOUNTIES 

In computing the average daily r~n no account was taken of the 
days on which the vessel was statIOnary from l?-nfor~seen causes 
(force majeure). Details as to methods of computm~ dIstance were 
promul"ated by decree of September 9, 1902, and detailS as to method 
of computing cargo were promulgated by decree of August 31, 1906. 

The procedure followed in recording distance, cargo, tonna.ge, ~tc., 
is interesting. Article 15 of the decree o~ Au~st 31, ~906, reqUI~ed 
that the shipowner must supply the reqUIred mformatIOn regardmg 
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the voyage on a declaration filled out in triplicate. These entries 
were transcribed by the administrator of the maritime inscription or 
the consul upon a register known as the "registre des traversees," 
which was kept on board the vessel. After each voyage the collector 
of customs and the administrators of maritime inscription entered 
in this register the necessary facts as to cargo and voyage. Payment 
of the bounty was made by the Ministry of Finance upon written 
order of the Ministry of Commerce. (Art. 19.) 

In determining the rates of equipment bounty the cost of operation 
of French vessels as compared with vessels under the British flag 
was the basic factor. The method used is indicated in the following 
extract from a contemporary British consular report: 

In estimating on the subject of equipment bounties the shipping of the United 
Kingdom was once more made the basis from which the calculations were 
derived. It appears that not only are the crews more numerous but that they 
cost more to feed than those on foreign steamships, the cost on a British 
steamship per head and per day for each member of the crew (officers included) 
being 1.76 francs ($0.34), whereas on a French steamer it is 2 francs ($0.386), 
or about 13 per cent higher, while on German steamers it is estimated at 1.40 
francs ($0.27) and on Italian and Greek steamers 1 franc ($0.193). Moreover, 
in wages, hospital expenses, insurance, material, etc., the French ship has more 
to pay than foreign vessels. and consequently an equipment bounty is necessary 
to enable the French shipowner to hold his own. 

EXPENDITURES FOR NAVIGATION BOUNTIES 

The results of the navigation and equipment bounty system in 
terms of expenditures under the various laws are shown in Table 26. 
It should be explained that the tonnage figures include certain dupli
cation of vessels making more than one voyage annually. This 
procedure makes possible the calculation of average earnings of ton
nage actually sailing, but is not a true presentation of the size of the 
fleet itself. This form is employed for practical purposes. The final 
appropriations under these acts were those ~tated for 1930. 



TABLIIl 26.-FRIIlNCII EXPIIlNDITURIilS FOR NAVIGATION AND EQUIPMIIlNT BOUNTIIilS UNDER LAWS OF 1881, 1893, 1902, 1906, AND 1912 

Tota.! bounties Wood and composite EQuipmant bounty 
Iron and steel vessels (compansatton 

TotJ 
vessels d'armemant) 

Year Date 01 law tonnage 

Equlvalant partlcl· 
Tonnage Tonnage In United patlng Bounty, Bounty, Tonnage Bounty, Francs partlcl· partlel· partlel· Btates francs patlng francs patlng francs patlng curranoy' 

1881 ••••••••••••• Jan. 29, 1881 ••••••••••••••••••••••• 2,980,895 $571!, 813 230.600 2, 166, 421 107,474 814,474 123,126 - .. ---------_ ... - .. ---.-----.. 
1882 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 6,458.606 1,246,511 851,965 4, 667, 891 200,602 1,700,715 151,453 - .. ------------ ---....... _ .... --
1883 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 8,465,291 1,633, 801 352, 171 6,993,982 227,948 1,471.809 124,223 .. .. -- .. --------- -_ .... _ .......... --
1884 ••••••••••••• ••••• do._ ••••••••••••••••••••••••••• 8, 589, 333 1,667,741 879,665 7,232,276 251, lOS 1,857,057 128, 557 --_ .. _--------- ----------- ... 
1885 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 7,567,260 1, 460. 485 856,014 6,487,427 244,611 1,079,853 111,463 ----_ .. _------- ----- ...... - .. --
1886 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 7,578, 349 1,462,621 329,027 6,691,635 229,723 886,714 99,304 -------------- --.--_ ............ 
1887 •••••••• ~ •••• ••••• do ••••••••••••••••••••••••••••• 8,213,482 1, 585. 202 330,086 7,341,470 239,038 872,012 91,048 .. .... ----_ .... _-- ------------
1888 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 8, 191, 468 1,580. 952 821,483 7,605,774 258,277 585,689 68,211 ----_ ....... _-- .. - ---_._------
1889 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 8,486,631 1,637,900 848, 856 7,988,934 261,990 497,597 gg:~~ ---_ ...... - .. --- .. - ------------ I"JI IS90 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 8,018,590 1,547,589 869,983 7,528,298 300,641 490,292 -------------- ------------ 5 1891 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 7,862,627 1,420,987 884, 90s 7,638,766 828,507 323, 861 56,401 ..- .. ----------- ------ .. ---- .. 
1892 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 7,278,394 1,404,730 355,477 6,938,556 3ll,051 339,838 44,426 ..- .. ----------- ..... __ .... __ ._ .. 
1898 ••••••••••••• .~~~~d::.~~~:~~~.~:.:~~~~~~.~~~~ ~ 

1,848,679 1,628,654 ~ ..... ~~.~!. 1,729,848 242, 123 118,831 82, 923 • .o.- ..... __ ... _-- ----------_. ~ 6,071, 80s 6,852, 312 861,173 219,496 62, 70s ----------_ .. _- -_ ... _-------
1894 ••••••••••••• 32. 343 } 1,622, 062 26,902 ·····-830;oi5- 6,441 ""'oo;ii5' 

_ .. _--_ ... _ ... __ ....... - ... _- .. --_._-
7,863,937 900,090 7,476,766 877,172 -------_ ...... _--- ..................... _-

1896 ••••••••••••• Jan. 80, 1893 ••••••••••••••••••••••• 8, 580,892 1,666,112 1,016,854 8,257,914 954,147 322,978 62,707 --_ ...... __ .. _---- ------- ..... --
1896 ••••••••••••• ••••• do ••••••••••••••••••••••••••••• 9,674,731 1,847,923 938, 704 9,322, 953 892,838 251,778 46.866 a ___ ..... __ • _____ ... __ ... __ .. _-_ .... 
1897 •••••••••••• • ••••• do._ •••••••••••••••••••••••••• 11,332, 968 2, 187,263 1,005,281 11,071,469 961,631 261.499 46, 250 .._-_ .... _. __ .. __ .. --------_ ..... 
1898 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 11,800,605 2,277,617 949.182 11,663,790 912, 899 236,816 36.283 .. ... __ .. - ............... _- _ ... _---------
1899 •••••••••••• • ••••• do_ ••••••••••••••••••••••••••• 18,246,824 2,666,444 2, 667, 9a7 12, 986, 776 2, 637, 000 257,048 ao, 937 ----_ ... _- ... _-_ .. _ ... _ ..... - .. --- ... 
1900 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 16,287,786 2, 950. 643 1,113, 496 II!, Oil, 697 1,079,982 276,189 33,614 _ ........ _ ....... - ... _-- ....... - .......... _ .. _-
1901 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 18,246,744 3. 621, 622 1,276.605 17,986,769 1,241,076 259,976 36.630 -...... _ ...... _ .. _ ........ -_ .......... -- .. ---
1902 ••••••••••••• Jan. 80, 189S, and Apr. 7, 1902 ••••• 19,790. 683 3. 970. 993 1,260,911 19,628,163 I, ffl7, 256 162,620 23,666 _ ..... _-_ .. __ ........ - ... _ ... _ ........ _ ..... --

734.411 83.330 (') (I) (') ----- .. ---_ .. __ .. ... _---_ ....... - .. -
1903 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 21,204.287 4, 942, 629 1,180,881 21,140,064 I, t,~9, 364 64,223 11,017 ····-··i2;660· """ii;602 4;405, 191 179,147 (I) (~ (I) 

1904 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 21,718,631 5, 611!, 666 906,670 21,674, 267 900. 722 9,364 5,948 """i55;500' '·"'·ao;0i.5 7,382.563 294,871 A) A) (') C') 
1905 •••••••••••• • ••••• do ••••••••••••••••••••••••••••• 18.901.048 6,008,836 902, 460 18, 62, 748 98,411 38,800 6,049 """2iii;628' ... -- .... -35;092 12,232. 811 432, 205 (I) A) (I) ('J 

ean. 80, 1893, Apr. 7, 1902, and 17,923,309 882, 532 17,902, 117 70,410 21,192 ,122 ""'-i77;6si" """32,"056 1906 •••••••••••• • Apr, 18, 1906 •••••••••••••••••••• 12, 982, 074 ·6,043,018 007,075 (I) (') (I) C') 
406,592 81,194 ... _--_ .. _ .. _----- -- ... _ .. _-_ .. __ .. _- ------_ .. _----- ---_ .... ---.. -- 405,692 81,194 

, Converted to Amorlcon ourron"y at the par rate of $0.193 for the yoor81881-1013; $0.1062 for 1914; $0.1708 for 1015; $0.1607 lor 1916; $0.173 for 1017; $0.178 lor 1918; $0.1368 for 1919; ..... 
• Oj~O:t~'lf.1~~~:a~alf:~I!~r 1921; $0.082 for 1922; $0.0608 for 1923; $0.0524 for 1924; $0.0477 for 1025; $0.6324 for 1926; and $0.6392 lor 1927-1930. ~ 



TABLE 26.-FllENCH EXPENDITURES FOR NAVIGATION AND EQUIPMENT BOUNTIES UNDER LAWS OF 1881, 1893, 1902, 1906, AND 1912-Con. 

Year Date of Jaw 

1907 _____________ 
{181p:'°i8,1~~_~_~~:_~, __ I_~_~~_ 

1908 _____________ _____ do _____________________________ 

1909 _____________ _____ d _____________________________ 

1910. ____________ _____ do ___ .. ________________________ 

1911 ___________ . _ _____ do ___ . _________________________ 

1912 _______ • _____ 
Ian. 80, 1803~Apr. 7,1902; Apr. 18, { 1906, and eb.28, 1912 ___________ 

1913 _____________ _____ do _____________________________ { 

1914_. ______ • __ ._ _____ do _________ •• ___ •• ___ ._ •• _. __ ._ { 

1915 ____________ • _____ 40 ___ •• __________ ._. __ ._ •• _. ___ { 

1916_._._ ••••••••• ____ do __________________________ ._. { 

Total bounties 

Francs 

16,MI,872 } 13,712, 030 
1,312,913 

'1O~"1 13.003,090 
2, 892,179 

11,102, 662 
12, 072, 137 
4,068,718 
9,862,340 } 

11,283,764 
5,102, 619 
6,894, 767 } 

10,543,904 
6,005,302 
2,906,833 

} 9,190,103 
6,167,716 
1,120,009 

980,883 

} 7,341,640 
6,786,432 
a, 027, 922 

143,336 

} 6,241,832 
6,644,561 
2,881,341 

62,688 

} 2,300,116 
6,846,658 
2, 403, 671 

43,106 

} 1,616,809 
6,600,878 
2,458,386 

Equivalent 
In United 

States 
currency 

$5,903,2811 

I 
5, 676, 634 

5, 266, 049 

6,081,424 

4,843,266 

8,742,977 

I 
{ 

! 
{ 

a,600,417 { 

2,910,641 

1,924,387 

1,014,486 

Total 
tonnage 
partici
pating 

812,849 
489.854 
198, 932 
648.121 
459,636 
438,393 
668,070 
4I!I,976 
t03,014 
496,473 
471,042 
676,644 
851,344 
473,192 
766,540 
216,029 
468,667 
803,184 
827,696 
90,182 

424,4M9 
727,414 
413,232 
27,167 

4oo,9S7 
765,632 
333,367 

I 

Iron and steel vessels 

Bounty, 
francs 

Tonnage 
partici
pating 

Wood and composite 
vessels 

Bounty, 
francs 

Tonnage 
parUcl
patlng 

Equipment bounty 
(compensation 
d'armement) 

Bounty, 
francs 

Tonnage 
partici
pating 

15, 529, 748 807,870 82, 124 4,979 ___________ • ___________ ._. 

_. ____ ~J!. _____ . ____ .~! ____________ ~'! ___________ ~'! _____ ----i;ai2,-iiia- -----iii8;iiii2 
12, 980, 968 644,912 18, 132 3,208 _________________________ • 

__ ____ ~'! ____________ ~'! ____________ ~'! ___________ ~J! __ ._. '--',;jju:i;irii- -----'38;393 
11,089,924 664, 2(;0 12, 638 3,810 ___ •• __ • _____ . ___________ _ 

------~'! .. ---. ------~!--..... ---.-~'! .. ______ . __ ~'! ..... ·--·,;iii.8;7ijj· -----600;iii, 
9,841,896 408,868 10, 444 2,605 ___________ ._. ___________ • 

-----.~?---.-- ------~'~.--.-- ---- __ ~'!_ ... _. _____ ~'!._ ... ---Tiiii;siii- -----07&;644 
6,890,130 380,074 4,627 1,270 __ • __________ . ___________ _ 

(I) (I) (Il (I) _______________ : ________ ._ 
-------.------ --.----•••••..•• _____ •• _. __ .• _________ ._ 6,005,302 766,540 

2, ~,~5, 706 rala, 397 (./,128 (
ll

632 _. _______________________ _ 

.------.---.-- -------------- __ • _________________ . _____ ----ci;iti7;7iti- -----jjii3;ijj4 
-------------- ---------- ____ -----_________ ____________ 1,129,009 327,696 980,888 00,182 ___________________________________________________ _ 

(I) (.) (.) (.) ______ • ___ • ___ • _________ ._ 
-------------- ______________ ______________ ____________ 6,786,432 727,414 
-------------- ----- ______ •• _ ______________ ____________ 8,027,022 413,232 143,336 27,167 ___________________________________________________ _ 

(I) (I) (Il (Il _______________________ •• _ 
.---.--------•• --.--------.- ------- ______ • ________ • __ . 6,644,661 755,532 

2,881,841 833,367 -----·ff---- ·-----ff· .. ---'---ff"-- ·----ff--- ---------.---- -----.-.----
-.-.---.------ -------------- --.----------- ---.-------- ---TfoH~f -----ff .. · --·---ff .... ------f:r---- ---·--ff---- -----ff--- ------------.- ---'-'--'---
:::::::::::::: :::::::::::::: ::::~::::::::: :::::::::::: ----H~:~~f -----ff---



1917 _____________ --- __ do _____________________________ { d~ [~ } 
19l8 _________ . ___ ... __ do ________ : ___ . ________________ {---~~~rn:-} 

Feb. 28, 1912 ____ .. _00____________ 6,328,4fi8 1919 ___ • _________ Jan. 30, 1893; Apr. 18, 1900; Bnd {--.---~~'-~~-l 
650,447 

1920 ___ • _________ Apr. 18, 1906, and Fob. 28, 1912 __ ._ { 4, ~~g: :gg 
1921 _____________ Apr. 18, 1906 __ • _____ "_____________ 8,700,8M 
1922 __________________ do____________________________ 2,969, 9U9 
1923 __________________ do_____________________________ 2,942,091 
1924 _________________ .do____________________________ 2,976,112 

mt::::::::::: :::::~~::::::::::::::::::::::::::::: ~: ~~~: ~~ 1927. _________________ do _____________ .. __ ______ ____ _ _ 1,210,332 
1928 ________ • _________ do_____________ _________ _______ 1,325,000 
1929 ______ • __ • ________ do_____________________________ 1,000.000 
1930 ___ • __ •• _. __ • _____ do __________________ .______ ____ 100,000 

Total_ _ _ __ ____________________________________ 584,585,484 

I Detail. not avall.bl •. 
• Inoomplote; mo,·oly tbe sum of theltoms shown. 
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COl\I1IENT ON BOUNTY SYSTEMS 

DURATION OF LAWS 

The bounty, or subvention, system is a recognized part of French 
national policy in the development of a. number of natural a.nd 
industrial activities, and has for a long time been a part of the French 
fiscal system, so recognized a.nd so called in the French budget. 

So far as the ship-coru;truction and navigation-bounty system is 
concerned, one of the first criticisms was directed at the time limita
tion imposed by the various laws. The law of 1881 did not produce 
the result expected by its proponents. The most significant factor 
in the French construction situation was that French owners placed 
most of their orders in French yards only so long as a 10-year navi
gation bounty was in sight. As years passed a.nd no provisions for 
future bounties were proposed, orders for construction in French 
shipyards progressively decreased in favor of English construction. 
In other words, owners preferred to build their ships in foreign 
yards at lower costs, pay duty on them, and obtain a smaller bounty, 
than to risk high-priced ships entitled to higher bounties that might 
at any time cease. The long-term contract was the deciding factor. 

The 10-year limit of the law of 1893 operated to the detriment of 
its effectiveness. While the construction-cost differential was prob
ably equalized by the la.rger navigation bounty, English shipyards 
offered distinct advantages in the size a.nd equipment of their yards, 
in standardized designs, and consequent speedy delivery of orders. 
Because of the 10-year time limit there was a rush of orders as soon 
as the law went into force. This sudden dema.nd caused an increase 
in price. The French shipowner, therefore, was inclined to build in 
England, pay the 2 francs import duty, and earn the half bounty. 

The law of 1902 remained in force for only four years, except 
certain sections thereof; arid the law of 1906, as modified by the law 
of 1912, contained time limits that account for small budget provi
sions being made as late as 1930, when an appropriation of 100,000 
francs ($3,920) for navigation bounties still appeared. 

In surveying the effects of the law of 1881 and in considering 
revision and amendments to its provisions, the French commission 
in charge of the work reported that in its opinion the first require
ment in making effective laws in aid of shipping was a long-term 
contract. In recommending reenactment for 10 years, the committee 
felt that owners who built during the 10-year period should be 
assured of a further operation period after the construction limita
tion had expired. In this manner they hoped to avoid a rush of 
orders during the first years of the 10-year period, with resultant 
overcrowding of yards a.nd rise in prices. 

INCREASE AND DECREASE IN COMMERCIAL FLEET 

The most common criticism of the bounty system has been that 
it did not result in an increase of the French commercial fleet. This 
criticism presumes that total national tonnage, including both sail 
and steam vessels, is more important than the development of 
mod~rn power-driven fleets with a carrying capacity out of all pro
portion to their tonnage as compared with sailing tonnage. The 
fllct that total tonnage declined is in no manner a. measure of the 
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effectiveness of the fleet. Tonnage can not be used as a yardstick 
unless increase in the national fleet is the avowed object of the 
bounty system. 

RESULTS OF LAW OF 1881 

The law of 1881 did not bring about a' permanent increase in the 
total tonnage of the French merchant marine, for the total in 1893 was 
only 895,423 tons as compared with 914,373 t<!ns in 1881. The law 
did, however, produce a substantial increase, 187,062 tons, or 60 per 
cent, in steam tonnage. 

In 1881 the French merchant marine had 735 steamships with a 
tonnage of 311,779. In 1893, when the law expired, the French 
merchant marine comprised 1,186 steamers with a tonnage of 498,841. 
In the first three years after the law went into effect the number 
of steamers increased from 735 to 938 and the tonnage from 311,779 
to 511,072; in the remaining years the tonnage of steamers declined 
slightly, although the number continued to increase. The tonnage 
of sailing vessels un,der the French flag dropped steadily from 
602,594 in 1881 to 396,582 in 1893. ' 

During the period of effectiveness of the law of 1881 about 310,000 
gross tons of steamships were built to order in French yards for 
French shipowners, while 334,000 gross tons were built in foreign 
yards for French owners. However, according to their contracts, 
124,000 tons included under the French construction totals were 
built for subsidized mail lines, leaving 183,000 tons of steamships 
built in French yards due directly to the provisions of that law. 
B1!-t, as M. Siegfried pointed out:" Let us hasten to add that without 
thIS act our shIpyards would completely have disappeared." 

Much of the benefit that might otherwise have accrued to French 
shipbuilders was lost by reason of the fact that a large proportion 
of the vessels added to French registry under this act were· of 
foreign construction, many of them being old ships. In some cases 
the higher cost of building ships in French yards more than offset 
the construction bounty as well as the higher navigation bounty 
paid to French-built ships. 

Notwithstanding these difficulties, however, two results were pro
duced which may, at least partially, be ascribed to the law of 1881. 
First, despite the difficulty of developing the metal steam-driven ship 
without native shipbuilding materials by which to strengthen the 
position of the French shipyards, there was an actual increase of 
steam tonnage of about 187,000 gross tons. Secondly, whereas in 
1881 France had only two regular overseas steamship lines besides 
the subsidized mail lines-the Chargeurs Reunis of Havre and Trans
ports Maritimes of Marseille, both runn~ng t? Braz.il and the. River 
Plate-in 1891 there were 19 overseas hnes, mcludmg 5 servICes to 
Brazil, 3 to New York, and others to Africa, the West Indies, and 
the Gulf of Mexico. Likewise, during this period French commerce, 
both foreian and colonial, showed a gain, while French vessels in
creased th:ir proportion of carriage from 28 per cent to 39 per cent. 
However the French share in the carriage of the international coast
mg trad~ dropped from 26 to 23% per cent, probably due to naviga
tion-bounty advantages accruing on the longer voyages. 

From the standpomt of n~vi.gation, as outlined above, the la,!, of 
1881 was satisfactory in that It mcreased the number of overseas lIner. 
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services and the proportion of cargo carried in French vessels, but 
was unsatisfactory in that the international coasting trade fe'll off 
during the period. 

RESULTS OF LAW OF 1893 

During the first five years the law of 1893 was in force the number 
and tonnage of steamers continued to decline, while the number and 
tonnage of sailing vessels increased only slightly; in the last four 
years of its operation there was a moderate increase in steam tonnage 
lJ.nd a considerable increase in sailing tonnage. In the period from 
1893 to 1901 the total tonnage of steamers rose from 498,841 to 
546,541, and the tonnage of sailing vessels from 396,582 to 564,447. 

RESULTS OF LAW OF 1902 

Some of the effects of the law of 1902 are thus described by M. 
:Millerand in his report to the extraparliamentary committee: 28 • 

The limitations introduced into the law of 1902 and their incongruity pro
duced unexpected and disastrous results which even threatened the existence of 
French building yards. ~ * * The sum necessary to pay bounties on the 
600,000 tons of shipping legislated for should have been £9,548,000, whereas it 
was limited by the law to £6,000,000, being a deficiency of £3,548,000 on the 
amount required for the law to have its full desired effect. Consequently the 
tonnage which could benefit under the law, instead of being 600,000 tons, could 
only be 273,221 tons, divided as follows: 4,041 tons of sailing vessels, 233,544 
tons of foreign-built steamers, and 35,636 tons of French-built steamers. The 
consequence of this discrepancy between the amount given by law and the 
amount actually required was a regular rush to get first place in the building 
yards. Shipowners hurried in their orders, shipbuilders hurried the laying 
down in order to grasp their share of what the law offered them. In this 
hurry it was not possible to take into consideration the state of the market, 
which, by reason of the lowness of freights, would most certainly have prompted 
them, had they not been tied to time, to spread out their orders and their ship
building over a much longer period. 

Less would have been built during the infancy of the law, but building would 
have been carried on without interruption to the end. The effect of the law 
was therefore once and for all exhausted. Not a ton more than 280,000 tons, 
which have been built, can benefit by the bounties until a change is made in the 
law. If it is true, as has been estimated, that by the natural order of breaking 
np, accidents, and sales 60,000 tons are taken away annually from the mercantile 
marine, it will have lost in 10 years 600,000 tons and gained 280,000 tons; that 
is a dead loss of 320,000 tons. 

RESULTS OF LAW OF 1906 

Although equipment or navigation bounties were paid to forelgn
built as well as to French-built ships, under the law of 1906 there was 
a strong limitation upon the purchase of ships abroad in the provi
sion that the bounty should be paid to foreign-built ships only if they 
were registered in France within two years after construction. 

This provision was objected to on the ground that it kept French 
ship operators from purchasing secondhand vessels abroad at bargain 
prices. It was considered the dut:}' of the Government to encourage 
the acquisition of modern vessels, SInce they are more efficient and are 
a better advertisement of the commercial stren~th of a country. The 
capital outlay was greater for the purchase ot a new ship than for 
lUI 01<1 one, while the operating llXpl'llSeS might be quite as high. It 

.. As translated In British Diplomatic and Consular Reports No. 651 (May 4, 1906), 
pp. 6-7. 
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was therefore considered the duty,of the State to protect purchasers 
of new vessels and not those who" have tried to make a good busi
ness deal in buying out-of-date vessels at bargain prices."'· 

In favor of the payment of equipment bounties to vessels operating 
in the international coasting trades as well as to those in the overseas· 
trade, Professor Ripert, in his work on maritime law, says: 

This provision makes a simple solution, since a ship may on the same voyage 
operate in both the coasting and the overseas trade; and it is more just than the 
former provision, since vessels equipped for the international coasting trade 
must pay the same charges and run the same dangers as boats in the overseas 
trade; in fact, they are even more exposed to dangers because of the frequency 
with which they dock. 

END OF BOUNTY SYSTEMS 

The construction-bounty provision of the law of April 18, 1906, 
expired by limitation in the spring of 1918 and payments ceased with 
the fiscal year 1920. Navigation bounties ended with the appropria
tion of 100,000 francs ($3,900) for 1930-31. The diminishing con
tractual obligations remaining after the expiration of the act were 
assumed by the Government when the entire merchant fleet was 
requisitioned under the acts of the spring of 1918. 

The return of the Alsace-Lorraine mineral resources to France has 
not equalized the position of French shipbuilding with that of Ger
many and Great Britain. Construction costs in France are still offi
cially recognized as being higher than those of Great Britain and the 
European market. This, however, is due, not to lack of native mate
rials, but rather to other factors to which the bounty principle has 
not applied. Equalization of French construction costs is now indi
rectly promoted by better credit facilities through the maritime credit 
laws adopted in 1928,1929, and 1931. (See p. 152.) 

SUBSIDIES TO TANKERS 

The law of January 10, 1925, established an independent office, 
known as the ~at~onal Office of Liguid FueJ:; (qffice .National des 
Combustibles Llqwdes), through WhICh a subSIdy I~ paId ~o French
built tankers less than 15 years old, and to foreIgn-built tankers 
less that 15 years old w~ich. were transferred t? French regi~try 
within one year after pu~licatIo? of the law. ~Icle 7 of the orIgI-· 
nallaw provided that thI~ subSIdy s~ould be paId. for 10 years, but 
in 1926 Parliament authorIzed extenSIOn of the perIod to 20 years. 

The office had its origin in the necessity for insuring supplies of 
fuel oil both for peace and for war-time purposes. Ex~ept for the 
Alsatian supply provided through the treaty of v: ersaIlles France 
has no native supply. It is therefore necessa!y ~o msure such sup
plies. To this end the Government program. IS directed toward .(1) 
French production in France, French colomes,. or other countnes; 
(2) to insure importation thr<,>ugl?- Fr~nch ca~I~al and the French 
commercial fleet; (3) to establISh I?terIOr provlsIOns.for the pro~er 
distribution and control of supplIes; and (4) to msure supphes 
during hostilities . 

• Rlpert, George: Droit Maritime. VoL I, p. 155. 
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SUBSIDIES PAID FROM: IMPORT-DUTY I'UND. 

The National Office of Liquid Fuels is self-supporting, and its 
subsidy expenditures are not provided for in the budget but are 
paid from a fund accruing from a 10-franc tax on each ton of petro
leum and a 1.50-franc tax per ton on certain petroleum residues. 
One-haIf of the sum thus accrued is expended as a subsidy to all 
eligible tankers under French registry except those of the French 
Navy. 

The subsidy is paid per ton of petroleum landed by the vessel 
in French ports directly from the country of origin, and is based 
upon the total amounts of imports and the workings of dead-weight 
tonnage in the tanker service. Should the total dead-weight tonnage 
entitled to subsidies be less than 150,000, the total available sub
sidies will be reduced proportionately as the total tanker tonnage is 
to 150,000 tons. 

The general progress of tanker tonnage under the provisions of 
the law of January 10, 1925, is shown by the following figures: 

192&-Subsidies distributed. 7,712,280 fraucs ($367.875 at exchange of 
$0.0477) ; petroleum carried. 5-17,483 metric tons; approximate subsidy per ton 
of petroleum. 14 francs ($0.668). 
192~ubsidies distributed. 8,225.737 francs ($266,515 at exchange of 

$OJJ32!) ; petroleum carried. 636,954 metric tons; approximate subsidy per ton 
of petroleum. 13 francs ($0.421). 

1927-Subsidies distributed, 8,262.112 francs ($323,875 at $0.0392); petro
leum carried, 709.483 metric tons; approximate subsidy per ton of petroleum. 
11.50 francs ($0.451). The tanker tonnage entitled to subsidy in this year 
was 191.814 tons. 

FRENCH. MARITIME CREDIT 

In 1928 the French Parliament adoptedu maritime credit law of 
comprehensive scope. In 1929 this law wrs amended to meet changed 
conditions. In 1930 a bill was introduced which again provided for 
modifications of maritime credits, and this was passed in its final 
form on March 29, 1931. 

The immediate occasion for these laws was a carefully planned and 
executed campaign for better credit facilities for shipping which 
had its inceptIOn in 1924, when efforts were first made to establish a 
form of governmental maritime credit. The general demand for 
extension of State credit to French shipping is of considerably earlier 
inception. 

EARLY GOVERNlIENT CREDIT OR ADVANCES 

Following the example of Great Britain and the United States in 
granting certain advances to companies with which these Govern
ments had concluded contracts for the performance of regular steam 
commlmication services (see pp. 52 and 245), France, by two laws 
passed on July 3, 1861, approved certain stipulations in the agree
ments which these laws sanctioned authorizing the French Govern
ment to advance funds for the acquisition of vessels needed to carry 
out the contracts. Accordingly, 13,995,750 francs ($2,701,180, at 
$0.193 to the franc) was advanced to the Compagnie Messageries 
Maritimes and 18,600,000 francs ($3,589,800) to the Compagnie Gen
craIe Transatlantique, in addition to 4,000,000 francs ($772,000) 
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added by subsequent laws, making a total of 22,600,000 francs 
($4,361,800) for the latter company for its trans-Atlantic services. 

FollowinO' the establishment of the mail lines and in connection 
with the a'aoption of the system of shipbuilding and navigation 
bounties which began in 1881, some thought was given to the sub
ject of maritime credit by the commissions which were studying the 
entire maritime situation. The general tone of these consideratlOns, 
as contained in various reports and studies prepared by committees 
and members, was that French tonnage was not being properly in
creased or renewed, and that in considering the possible effect of the 
proposed bounty system as a remedial measure for this national con
dItion it might be well to consider also the possible effects of lending 
the State credit. It was recalled how Napoleon, to further the re
cuperation of national commerce and industry following the French 
revolutionary period, had created the Bank of France. In order to 
aid real estate, access to capital had been given through the Credit 
Foncier, and later the idea of a maritime credit instjtute had also 
been advocated. 

Formal recommendations in this respect were avoided, one com
mission stating: 

The Government has not the right to intervene in the creation of -corpora
tions, and it is not possible to ask it to occupy itself with the founding of a 
maritime-credit corporation, but the commission is unanimous in desiring to 
see the Government encourage such institution of this character as may be 
founded. 

DIRECT LOANS TO SmpOWN'ERS 

LAW OF APRIL 13. 1917 

Among the measures that grew out of the World War was the 
law of April 13, 1917, authorizing loans to shipowners. From the 
beginning of the war France had been preoccupied with the military 
operations within its own borders, and in consequence its shipyards, 
which before the war turned out an annual average of 130,000 gross 
tons, dropped to an output of 25,000 gross tons in 1915. The Com
pagnie Generale and other French lines in 1916 and early in 1917 
had ordered a considerable number of large ocean steamers m Ameri
can shipyards. The German declaration of submarine warfare in 
] 917 threatened to cut the lines of communication between France 
and its colonies and with the Americas. These communications 
were already impaired by war losses of 285,000 gross tons, or 12 
per cent of tlie French merchant fleet. ' 

To meet this situation the French National Assembly resolved to 
advance public funds to the shipowners of France and its colonies 
to enable them to build and buy ships wherever, they could be found. 
The act of April 13, 1917, provided that the Government could loan 
at 6 per cent to shipowners 60,000,000 francs for the purchase of 
ships and 100,000,000 francs for the building of ships, the interest 
being reduced to 4 per cent so long as ships thus acquired were em
ployed between .France and its colonies, the French Government and 
the colonial Governments assuming between them the payment to 
the treasury of the 2 per cent interest of which the shipowner was 
relieved. The principal advanced by the Government was to- be 

85083-32--12 
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repaid in five equal annual installments after the ship was in opera
tion. To prevent speculative ventures these loans were to be made 
only to a shipowner who was indorsed by his local chamber of com
merce, the chambers of commerce in French seaports having a quasi
official status and standing at all times in close relation to the Gov
ernment in matters affecting the. shipping and trade of their 
respective ports. 

The act was passed just as the United States entered the war; 
the United States Shipping Board soon afterward' requisitioned 
the earlier French contracts and the ships of French companies in 
American shipyards, and the possibility of building in America steel 
ships for France was restricted. The price of ships rose rapidly: 
and within a year the French Government requisitioned the entire 
French merchant marine. Consequently, there was little opportunity 
to make use of the act of April 13, 1917. The act, however, per
mitted these Government loans until 18 months after the signing 
of the treaty of peace. 

In 1920 23,715,000 francs and in 1921 6,550,000 francs-in all, 
30,265,000 francs, out of a credit of 60,000,000 francs authorized by 
the act of 1917-were advanced for the purchase of ships. For the 
construction of ships a credit of 100,000,000 francs had been author
ized; in 1920 3,375,000 francs and in 1921 15,475,000 francs-in all, 
18,850,000 francs-were advanced for this purpose. The act ex
pired by its 18 months' limitation early in 1921, and no further loans 
were made except 7,600,000 francs for construction which had been 
approved before January 1, 1922. Capital loans were not payable 
to the Government until a year after the ship had been in commis
sion, so the first repayments, 2,400,000 francs, were made in 1921. 
(These repayments continued until 1927.) The interest payments, 
however, are credited annually to budget receipts to defray the 
general expenses of government. 

LOANS THROUGH CREDIT FONCIER 

LAW OF AUGUST I, 1928 

Following the war a campaign was begun for a maritime-credit 
institution to be supported by the Government. Proposals therefor 
in 1924 and 1925 failed of adoption. However, the effort was con
tinued, and finally an agreement was drawn up between the state and 
the Credit Foncier de France on December 29, 1927, which formed 
the basis for the subsequent'bill, reports, and the law of August 1, 
1928. 

The bill-No. 5584-was unanimously adopted by the Chamber of 
Deputies without discussion on March 15, 1928. It was passed by 
the Senate on July 6, 1928, without modification; became effective 
August 1, 1928, and was published in the Journal Officiel of August 
2, 1928.80 

... The most convenient reference covering this law and the preparatory work done In 
connection with Its adoption Is contained In Circular No. 1364. Issued by the Central Com
mittee of French Sbipowners (Comit~ Central drs Armateurs de France) Sept. 10, 1928. 
This circular contain" tbe law, agreements, general report, the report of the Merchant 
Marin .. Commission of the Chamber of Deputies, the reports of the Finance Commissions 
of both the Chamber and the Senate, and extracts of the Sennte discnsslon preceding 
tbe adoption of the law. Official reports on tbe proposed modification of 1930 are con
tained In Circular No. 038 of Jan. 21, 1931, Syndical Chamber of Constructors of Ships 
and Marine Machinery. 
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OFFICIAL BASIS FOB LAW 

The reasons of record supporting the proposition to establish a 
maritime-credit operation by state aid and supervision were: That 
the French commercial fleet had increased from a pte-war normal of 
2,500,000 gross tons to a post-war total of 3,500,000 gross .tons; that 
a decline in ship construction began in 1923, since which time the aver
age annual commercial tonnage built in French yards was 43,000 gross 
tons, as compared with an average of 90,000 gross tons before the 
war; that based upon the present fleet a normal replacement program 
of 150,000 gross tons annually was necessary; and that French ship
building always had been in a disadvantageous position owing to 
high costs and inadequate credit facilities. 

Maritime credit was established by the lawof August 1, 1928. Its 
object is to enable shipowners to secure money at a low rate of interest 
for the construction and purchase of vessels, the Government to 
assume part of the interest on the amounts borrowed by the ship
owners. The loans by the shipowner may be effected through the 
Credit Foncier, or directly from another lender, or by the issue of 
bonds. 

AMOUNT Oli' LOAN FUND--LOAN LIMIT 

The Credit Foncier de France (semiofficial real-estate finance insti
tution) agrees to loan not to exceed 200,000,000 francs ($7,840,000 at 
the stabilized rate of $0.0392) each year for five years-a total author
ization of 1,000,000,000 francs ($39,200,000). One-fifth of the annual 
amount, or 40,000,000 francs ($1,568,000), is reserved for French 
owners to provide funds with which to meet annual payments due the 
state for vessels constructed or purchased in Germany on repara
tions account (deliveries in kind) or for the purchase of foreign 
vessels less than 10 years old. 

Loans may not be obtained in excess of 85 per cent of the construc
tion cost or purchase price of a vessel. In conformity with its rules 
and regulations, the Credit Foncier requires mortgage pledges, which, 
if no further guaranty be deposited, amount to double the value of 
the loan. In other words, the Credit Foncier lends only 50 per cent 
of the value of the pledge. If the shipowner furnishes a bank guar
anty, the loan may amount to 70 per cent of the value of the pledge, 
the pledge in that case b~ing the ship which is to ~e built or :rur-
chased. If the owner deSIres to secure a loan amoUiltmg to the stIpu
lated maximum of 85 per cent, he must t~en furnish other collateral. 

Loans may be extended for constructIOn of vessels abroad where 
French shipbui~ding ~ards quo~e price~ ~or~ than .15 per cent above 
world competitIve prIces. ThIS 'prOVISIon IS deSIgned as a check 
against the tendency to raise prIces dl:lring a~ active construct~on 
market-a precaution based upon experIence WIth early constructIOn 
bounty laws. 

The total of the loans granted to one borrower can not exceed 
40,000,000 francs ($1,568,000) in ~ne year unless at the end of the 
year there are unexpended remamders of the 200,000.000 francs 
annual limit. 



156 SHIPPING AND SHIPBUILDING SUBSIDIES 

PBOCEDURI!l--FORM AND DURATION OF LOAN 

Applications for loans, with supporting documents, must be pre
sented to the minister having jurisdiction over the merchant marine, 
who will transmIt them to the Credit Foncier within 20 days. Dur
ing the succeeding 15 days the directors of the Credit Foncier must 
accept or reject the pro{losition. All terms and conditions are fixed 
by the directors, but WIthin the limit set by the minister. In case 
of refusal, the minister must be notified within three days, and he 
may request new deliberations, in which event the directors may 
reserve the right to limit the loan to 25 per cent of the amount re-
9.uested. Advances on vessels under construction are made upon cer
tIfication of the Bureau of Veritas as to progress. 

The loans may take the form of (1) short-term credits or loans, 
repayable at fixed intervals during a maximum period of five years, 
or (2) long-term loans, repayable by annual installments calculated 
in annuities so as to amortize the debt within a period fixed according 
to the age of the vessel but not to exceed 20 years. 

All loans or credits must be based upon first mortgages. 

INTEREST RATES AND STATE CONTRIBUTION 

It is in connection with the rate of interest to apply to maritime 
credits that the state directly authorizes a Government commitment 
without reimbursement; the state contributes part of the interest. 
The establishment of interest rates and the share of the state is a 
somewhat complicated process, but under the original law the Gov
ernment was authorized to assume one-half of the interest charges 
on hulls, machinery, and boilers constructed in France. Where 
loans were repayable in annual installments, therefore, the Govern
ment undertook to pay the difference between the amount of the in
stallment and the amount which would have been due if the rate of 
interest had been reduced by half. 

The amount of an installment payable by the borrower, however, 
could in no case, under the original law, be less than the amount 
calculated on an interest rate of 4 per cent. In other words, when
ever the interest rate dropped below 8 per cent, the share of the 
Government would be less than 4 per cent, while the share of the 
borrower remained fixed at a minimum of 4 per cent. (It was this 
feature that was criticized at the time the original law was pas..c;;ed 
and that formed the principal reason for the modification of 1929. 
See p. 158.) 

The rate of interest on loans was determined by the selling price 
of bond issues authorized for the purpose of providing funds for 
maritime loans, increased by 1 per cent. Until bond issues were 
made the Credit Foncier was authorized to charge the interest rate 
current on mortgage loans on real estate. The maritime bonds enjoy 
all the privileges attached to real~state and municipal bonds by the 
laws and decrees relative to the Credit Foncier. The interest, ar
rears, and all proceeds of the credit and loan operations brought 
about according to the agreement approved by the law are exempt 
from the negotiable-instruments tax and notarial fees relative to 
maritime laws are one-half the fees fixed by the tariffs for such 
work, with exceptions. 
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In credits covering vessels constructed or purchased abroad, in
cluding those obtained from Germany on reparations account the 
interest charges to be borne by the borrower were increased by 3 
per cent, thus making a 7 per cent interest rate on all transactions 
covering the acquisition of foreign tonnage under the act of 1928. 

GOVERNMENT COST OF INTEBEST OONTBIBUTION 

The charges arising from contributions to interest payments were 
thoroughly analyzed prior to the adoption of the law of August 1, 
1928. Senator Mahieu, in a report made on behalf of the Senate 
finance committee, based upon the bill as passed by the Chamber 
of Deputies, stated the basis by which the participation of the state 
could be measured for the purpose of calculating the annual amount 
to be written into the budget. 

The budget provisions for interest depend upon the governing 
commercial rate; they are limited to 6,000,000 francs ($235,200 at 
!'tabilized exchange) for each cumulative year of operation of the 
law. At the time of the original agreement (December 29; 1927) the 
interest rate was about 10 per cent. The annual sum of amortiza
tion and interest or average annuity on a 20-year loan, calculated 
over a 20-year period in equal annual installments, -would amount 
to 11.74 per cent of the amount loaned. The annual amount borne 
by the ship operator at one-half the current interest rate, or 5 per 
cent, over a 20-year period would average 8.02 per cent of the prin
cipal of the loan. The total borne by the state on this basis and at 
these interest rates would therefore be 3.72 per cent of the amount 
of the loan. 

For 1928 only a half year's interest charge would apply and then 
on only a fifth of the total fund. This figure would progressively 
increase until the fund total of 1,000,000,000 francs is reached. If 
the interest rate remained the same, when the total amount of the 
fund came into operation the budget would carry an appropriation 
of 37,200,000 francs ($1,458,240). annually for contributions to 
interest charges. . 

However, by the time the law was enacted the interest rate had 
dropped to 8.60. The calculations on above basis then become 10.64 
per cent as the annual average annuity of the loan, and the portion 
chargeable to the borrower at 4.30 per cent (half, of the current 8.60 
rate) resulted in an annuity of 7.55 per cent, or a difference of 3.09 
per cent as the charge for account of the state. The. annual budget 
provisions for interest under this scale would be reduced to 30,900,000 
francs ($1,211,280). 

M. Mahieu calculated that normal reduction of interest would 
reduce the state contribution to 23,000,000 francs ($901,600) annually .. 
F?r the .15-year 1?eriod during which the ful~ !lmount of the credit 
WIll be In operation the annual budget prOVISIOns would therefore 
be somewhere between 30,900,000 francs and 23,000,000 francs, or 
between $1,211,280 and $901,600 at the stabilized rate of $0.0392 to 
the franc. 

The Senator concluded this section of his report with: 
Let us observe here that the bounties for construction and navigation existing 

before the war cost the state about 36,000,000 francs gold (approximately 
$7,000,000). Certainly the sa~ifice asked of the treasury is conSiderable, but 
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it is unavoidable if we wish to maintain our merchant marine in condition to 
transport, I will not say all, but at any rate 50 per cent of our commercial 
products. 

The situation existing upon the passage of the law of August 1, 
1928, in respect of the current interest rates to be borne by the ship
owner and the state and the total allocation of the state per 100 
francs loaned on a 20-year basis is made clear in the following table: 

TABLE 27.-Au.ocATlON OF INTEIlEST RATES UNDER LAw OF 1928 

Rate of interest 
Allocation 

Designation 
of state per 

Demanded Borne by 100 francs 
by Credit Borne by Govern- on 2(}.year 

Foncier Shipowner ment l0a0s 

Per • .,., Per .ent Per.ent Fra" .. Constmction and purchase abroad ___ •• _. ______________ 8.60 7.30 1.30 0.98 Construction in France •• _. ____________ • _______ • ___ • ___ 8.60 4.30 4.30 3.05 

Source: Coty, Rene: Report of Merchant Fleet Commission on Laws of Aug. I, 1928, and Ang. 10,1929. 
Chamber of Deputies Document No. 4143, Annex to minutes of session of Nov. Zl,1930. 

LAW OF AUGUST 10, 1929 

The interest provisions of the law of Au~t 1, 1928, had been 
criticized even before the passage of the origmal bill. However, in 
order not to delay enactment it was agreed that the bill should be 
passed in its original form and that such changes as later appeared 
desirable should be embodied in an additional bill. 

A complete study of the credit facilities and requirements of 
French shipping and comparative tax and duty burdens borne by 
French shipbuilders was presented in a report of 10,000 words by 
Paul de Rousier, as representative of the merchant marine com
mittee.s1 It was stated that the assistance given French shipowners 
by the law of August 1, 1928, was not sufficient in respect of cargo 
vessels for the reason that British yards, having a large output of 
standard cargo vessels, are able to quote lower prices for vessels 
built in standard series. It was argued that equitable interest rates 
should, in view of the decreased commercial rates, be so fixed that 
the minimum rate to be assumed by the borrower should be 3 per cent. 

OHANGES IN CREDIT CONDITIONS 

The law of August 10, 1929, amends the provisions of the law of 
August 1, 1928, in so far as credit conditions are concerned, on the 
following points: 

1. The minimum interest rate which was to be borne by the bor
rower under the law of August 1, 1928, was 4 per cent. This was 
reduced by the law of August 10, 1929, to 3 per cent on passenger 
liners and combination cargo-and-passenger vessels built in France. 
On such loans repayable in annual installments, the state contributes 
the difference between an annuity due the Credit· Foncier and an 
annuity based upon half the interest rate. The state thus, under 

II This report, a8 well as all official working material and the laws and agreements as 
revised, are contaln~d In Circular No. 1393 ot Oct. 19, 1929, issued by the Central Com
mittee of French Shipowners. 
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such conditions, absorbs one-half of the interest rates on this class 
of vessel 

2. The minimum interest rate on cargo vessels built in France to 
be borne by the borrower was fixed at 2 per cent. The state con
tributes one-half of the interest calculated on the same basis as for 
higher-class vessels plus 1 per cent. 

3. Increased allocation was provided for purchases abroad, the 
interest share to be borne by the Government being raised 1 per cent. 
The shipowner may borrow for construction abroad where the cost 
of Ii. vessel in FrenCh shipyards will be more than 15 per cent higher 
than the cost in foreign shipyards; in this case the interest rate to 
be· borne by the borrower will be one-half of the interest plus 3 
per cent. 

Loans for purchases from Germany on reparations account or 
purchases of foreign tonnage over 3 and less than 10 years old will 
draw an interest rate of one-half the actual rate plus 2 per cent. 

The law of August 10, 1929, likewise made important modifications 
in charges on imported vessel tonnage. This part of the law is dis
cussed on page 168. 

The situation following enactment of the law of August 10, 1929, 
and a decrease in commercial interest rates may be presented as 
follows: 

TABI.& 28.-AI.I.ocAT.lol'l' OF ll'I:n:BE8T RATES UNDER LAW OF 1929 

Rate of interest 

1-----;-------;----1 ~=~ 
Dema 

1 
B 100 francs 

~~~:::::::::::::::::::::::::::::::::I 
ConsmIction in Franca: ' 

~ ....... ~:::::::::::::::::::::::::::::::! 

nd~ Borne by orne by on »-year 
by Cfl!dit shipowner' Govem- loans 
FollCler I ment 

I 
Per .... ' Per .... t 1 

8-20 7.10 ' 
8-20 6.10 I 
8-20 4.10,. 
8-20 3.10 1 

I 

Percent 1 

LI0 I 2.10 

4.10 I 
5.10 I 

haw. 
0.80 
1.50 

2.88 
3.50 

In November, 1929, the Credit Foncier rate of interest declined 
from 8.20 to 7.55 per cent .following a loan which it obtained at that 
time. Hence the situation became: 

TABI.& 29.-AI.I.ocATlOl'l' OF INTE\1E8T RATES .ArrEB REDUCTION OF NoVElUlEB, 1929 

Allocation 
I---...,-----.----/ofstateper 

I I 
100 francs 

Demanded Borne by Bome by on »-year 
by Credit Bhi~- Govem- loans 

Foneler I ~ .. - ment 

-----------------4-p,-~-..",-1 Per .... ' I Per .... t 

~~':!..J~::=:::::::::::::::::::::::::::::i ~: ~ : t ~~ I ~ ~~ 
Construction in France: " 'I 

~~~::::::::::::::::::::::::::::::::I U~ i t~ i t~ I 

haWC6 
0.57 
1.27 

2.60 
3. OIl 
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APPLlCA.TlON OF THE LAWS OF 19%8 AND 19Z!I 

DETAILS OJ' TWO YEARS' OPERATIONS 

Table 30, on page 161, presents a list of the loans made under the 
provisions of the laws of August 1, 1928, and August 10, 1929, cover
ing the 2-year period from August 1, 1928, to July 30, 1930, the 
names of the shipping companies to which the loans were granted, 
the type of vessel, the amount of the loan, and the interest allocation 
by the Government. Table 30 is summarIZed on page 163. 



No. 

1 
2 
a 
4 
6 
8 
7 
8 
9 

10 
11 
12 
18 
14 
16 
16 
17 
18 
19 
20 
21 
2'. 
28 
24 
25 

26 
27 
28 
29 
80 
81 
82 
33 
84 

TABLE aO.-LOANS OF THE CREDIT FONCIER UNDER LAWS OF 1928 AND 1929 

Company Type of vessel TODl18g. Nature 01 operatlol1 

Or ... t.". 
Compagnie G6n6ral. Tran8atlantique ••••••••••••• 1 p.ck.t v .... J .......... 26,082 Construct.d In France .. 

~~:~:~I::i~~·'d'e d~ar;i~~~~~~IO:oUi FArricj.ii; 
..... do ................... 26,082 ..... do ................... 
1 c.rgo Ves8e1 ............ 4.000 . .••• do ................... 

du Nord. 
Compagnie H.wsis. P.nln8ul.ire ................. 2 mLxed o.rgo v ... eJs .... 22,000 .. ... do ................... 
Dubray.t LSin'JrePl.ced by No. 22) ............. ..... do ................... 22,OCO •.••• do ................... 

~g:~:¥:'!:c~: d'~~~~~~~~~~~~~::~~.~:: 4 oargo V .... 18 ........... 17.980 Purcb ... d .bro.d ....... 
1 oargo v ... e1 ............ 4,000 Construot.d .bro.d ..... 

Armand Fdhtain .................................. ..... dO ................... 4,000 Constructed In Franc ... 
80cl6t6 FrancaiB. d. Commerce, Industri •• t tr.ns· ..... do ............. ~ ..... 4.000 Purob .. ed abrOad ....... 

ports. 
1 pack.t v .... J ....... ~ .. Construct.d .broad ..... Bocl6t6 g6nGral. de transports Marltlm .. A Vap.ur. 4.500 

Pecb.ri .. d' Armor ................................. 8 flsbing vessels ......... 60 Constructod In Frano ... 
80cl6t6 Comm.rcial. Navmar ..................... 1 o.rgov .... L .......... 2,038 Purch .. ed abro.d ....... 

~g:~8'~:.~~~~:~:~~:~~~~"rert!~:n-.aiiv .. p.iir: 
..... do ................... 5,400 Construot.d In Franc ... 
1 mi •• d o.rgo vessel ..... 2,400 ..... do ................... 

~g:~:~a~~:~3:~:~.~ ... ~~::::::::::::::::: 2 c.rgo v .. sels ........... 10.611 Purcbased abro.d ....... 
1t1sbing .mack .......... 700 CODStructed .broad ..... 

Boci6t6 d. Cbalutage • Moteur .................... ..... do ................... 700 Constructed In Franc •.• 
Maritlm. Nlcolardot .............................. ..... do ................... 700 Purcbas.d abroad ....... 

~g:~~:..~~~~!t~:~~!~.~~~~-.::::::::::::: Ion tanker .............. 9,130 Deliveri .. In kind ....... 

i K':.'c'!:'.r~~.i.::::::::: 1,600 Construot.d .broad ..... 

r:t~rJl~~~~::::::::::::::::::::::::::::::: 
18,000 Construoted In France •• 

1 sbing smack .......... 700 ..... do ................... 
4 t1sbing smacks ......... 2,800 Construot.d .bro.d ..... 

~~::.~n~~:~ian.poriS·:M;.rjttiD._.a·dei.-Arriii.i.· 1 c.rgo v .. sel ............ 1,6110 ..... do ................... 
..... do ................... 2,003 Purch .. ed abro.d ....... 

Occid.ntal. Francais •• 
Comp.guI. Paquet ................................ 1 mLx.d p.cket vess.l ... 2,400 Construct.d In Franc ... 
8ocl6t6 Anonyme de Geranco .t d·arm.m.nt ....... 2 pack.t v .... is ......... 4,000 .•••• do ................... 
(Same .. No. 3k .................................. 1 c.rgov .... J ............ 8,600 Construct.d .bro.d ..... 

~~:~~i:rI~Tme·d~g~~~.~.~~~:::::::::::::::::: ..... do ................... 1.434 Purchased abroad ....... 
1 sm.1l packet v ... e1 .... 50 Construct.d in Fr.nco .. 

Comp.gnie G6n6raJe TransatlantlCju .............. 1 p.ck.t v ... e1 .......... 24,000 ..... do ................... 
Byndicat HareI .................................... ..... do ................... 24,000 D.liv.rles in kind ....... 
Compagnie Industrl.U. Franco·Alric.ine .......... 2 cargo vessels ___________ 2,276 Purcbased abro.d ....... 
(Same .s No.8) ................................... ..... do ................... 8,074 ..... do ................... 

Aug. 1. 1921hTuly 80, 1929 AUK. 1. 1929-1uly 80. 1930 

Dm·I------,-----I-------,-----
atiol1 

01 
10al1 

Y,a" 
20 
20 
16 

14 
14 
1 
6 
8 
6 

1 
8 
9 

20 
8 
2 

12 
12 
12 
2 

16 
12 
12 
12 
10 
10 

12 
15 
10 
8 
8 

20 
20 
10 
10 

Loans 

Fra"", 
48.000.000 

'''7;437;aO(j 
25,416.000 

'''i;ooii;oiiii' 
8. 000. COO 

------ .... -----
---------- .. - .. 

500,000 
212,000 
850,000 

17,000,000 
10.700,000 
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1.135.000 

-------------
· .... 5ii7;oiio· 

2,728,000 
60.000.000 

-------------
----------------------_ .. _-
------------. 

5.6110.000 
-------------
-------------
-------------
"24;984;5iiii' 
-------------
-------------
-------------

Al1nual al· 
Jocatlollllof 
tbe Govern· 

moot 

Franc. 
1.290,470 

.... :.iOi;955· 
681.746 

.. · .. ii;iiiiii· 
20,295 

--------- .. --
------------

5,600 
5.806 
6.909 

524,190 
267,760 
10.318 
5.778 

------------
...... ii;ii75· 

2O,M2 
1.200,742 

------------
------------
------------
------------

133,122 
_.----------
-----------. 
-----------. 
.... 649;9i4" 
-----.------
------------
-----.------

Loans 

Fran", 
20.000.000 

.. -----------
-------------
---------- .. _-
.------------
.- .. - .. - .. _-----
.------------
.------- .. _ .. --
.----------- .. 

.... -------_ .. _ .. 
... ------------
... ----------------------_ .... 
.. ----_ .... _--- .. 
-------------
-------------
-------------
.. ------------
------------ .. 

"io;OOii;OOii' 
3,080,000 

10,430,000 
4,000,000 
2,100.000 

"33;iiOO;iiiiii' 
3,100,000 
1,790.000 

.------------

.-----------. 

.... ·95ii;ooo· 
3.400,000 

ADI1uaJ 81· 
1008tlol18 of 
tbe Goverl1' 

m.l1t 

Fra"", 
676.030 

-... ---------
...... _---------
------- .. ------------_ .. --
-.----------
------- .. ----
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_ .. _---------
------------
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.... ·237;70ii 

87,229 
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1D,812 
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----------.-
--------- .. --
.. · .. 'iii;ii49 

38,112 

"lI 
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a 
31 

..... 
0") .... 
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TABLE 30.-LoANS OF THE CREDIT FONCIER UNDER LAWS OF 1928 AND 1929--Continued 

Company Type of vessel Tonnage Nature of operation 

Aug 1. 1928-July 30. 1929 Aug. 1. 1929-July 30. 1930 

Dur- 1-------7-------1---------,-------
ation 

of 
loan Loans 

Annual al
locations of 
the Govern· 

ment 
Loans 

Annual al
locations of 
the Govern-

ment 

GrOBl 10m Years Francs Francs Francs Francs 
35 Boci6t~ des anciens etablissements Courbet Freres_ 2I1ghters________________ 3,074 Constructed In France__ 6 _____________ ____________ 250.000 6.743 

ii ~~l~~:~~~~~~:~~:~;~~~~~~~~~t:~~~~~ -~-~~~i_:~~::::=::::: ~;f~ :~~~~~~~;:~~~~::::::: ! ::::::::::::: :::::::::::: --Tl~:~- ------aH~ 
39 Compagnie Nationale de Navigation______________ 1 oil tanker______________ 9.000 Constructed in France__ 6 _____________ ____________ 12.950. 000 378,697 
40 Bchiatfino Chantiers _______________________________ 1 tUg ______________________________ Constructed abroad_____ 6 • __ ._._._ .......... _..... 800.000 3.962 
41 Bonhomme ____ ... ___ ._._._._. ___________ • ____ • __ ._ Land aad water boat. ___ ....... _ ....... do .. ______ ._. __ ._ .. __ 6 • __ ..... __ ..... _ .. _._.... 105.000 497 
42 DanieL_ .... __ ._.·_._ ... _._ .. ________ .. ___________ • 1 fishing boat. __ ._. __ ...... --.-.... Constructed in France.. 6 .. -.............. -... --.. '''-''2''10'',00'-0'- "'-"5'1-.'6'5'5-
43 Soci6~ Alreenne-Belliloise. ______ • ___________ ...... 1 pass.ng.r vess.L ..... _ 9.000 ._._.do. ___ .. _._._._. __ .. _ 15 .. _._ ... _ ..... _ ....... _ .. 

~ ~~~ ~~~~~~.:l~·le'if:.:~rqii,;ge.::.::::::::::::::: ~:::s~~.~~~:::::::::::: t ~g: b~~~':te~~~~ance:: ~g ::::::::::::: :::::::::::: ~; 199;Z88 1~; ~ 
46 Chantiers Bchiatfino __ ._._ ... _._ .. _____ ._._._______ 1 tug __ ._._. __ .... ___ • __ • 1.198 Purchas.d abroad __ .. _ .... _ ....... _. __ • ___ ._ ...... _ ...... _ ... ___ .. __ •• _____ ..... _ 
47 Boci6~ Commerciale de NavigatioD-___ • ________ ... 2 cargo vess.ls __ • ____ • __ • 7.547 ... __ do ______________ • __ .. 12 .. __ .. __ .. _._ . _______ ._ .. : ___ ._. __ . __ •• __ • __ ._ ... _ 

TotaL ____ . _____ .. ___ ._. _____ • _______ • ___ • _______________ ._ .. _ .. ___ ._._ • __ .. ____ ... ________ ... ___ • ____ ...... ___ .. _ 200.000.000 5.109.770 116,915.000 2.546.790 
31 DIrect loans (see abovel _______ .. ______________ • ___ . ___ • ___ ._._. ________________ .. _._ ... _ ... _ ...... ______________ ._._... 40.700.000 890.230 41.650.000 906.277' 
39 Direct loans (see abov.l ...... _._. __ • _____ • _______ •• _. ___ • ___ • _______ • _______ .. __ c ___ • ____ ........ ____ ... _ ....... _._ .......... _ ...... ' __ " __ '_'" 2.500.500 73.108 

Grand total: In francs ... _ ... __ • __ .... _. __ • __ • _____ ._._ ... __ .. ___ .. ________ • ___ ... _______ ._ ._._ ..... ____ • ______ • ____ •• __ ._._ 24O.7CO.000 6.000.000 161.065.000 3.526.175 
In United Btates curr.ncy 1 ___ • ___________ .. ___ ... _. _______ • _____ ...... ___ ... __ ._._ .. __ .. __ ._._ ..... _____ ._ .. _ $9.435.440 $235.200 $6.313.747 $138.226 

I Converted at the stabilized rat. of $0.0392 to the franc. 
Bource: M. Coty: R.port of Merchant Marine Commission. 
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TAlILI: 31.-SUMIUBY OF Two YEARS' LoANS 

Aug. 1, 1928, to July 30, 1929 Aug. 1, 1929, to July 30, 1930 

Designation Loans of Loanso! 
Credit Direct loans Allocations Credit Direct loans Allocations 

Foncier 
I 

Foncier 

Pranca Pra"". FTanCl Francs Fra7ICI Fra7ICI 
Construction In France ___ 189,849, 000 40,700, 000 5,920,301 84,890,000 44, 150,000 3,282,070 
Construction abroad ______ 7,363,000 --.---------- 52,422 18,435,000 ------------- 92,728 Pwcbases abroad _________ 2, 788,000 ------------- 27,277 13,590,000 ------------- 151,377 

Total _______________ 
200, 000, 000 40,700,000 6,000,000 116, 915, 000 44,150,000 3,526,175 

($7,840,000) ($1, 595, 440) ($235,200) ($4, 583, 068) ($1, 730, 680) ($138,225) 

RESULTS OF PLAN 

In the total the amount of loans to which the allocations by the 
Government are applied reached 401,765,000 francs ($15,749,200), 
divided as follows: Construction in France, 359,589,000 francs 
($14,095,900); construction abroad, 25,798,000 francs ($1,011,300) j 
purchases abroad, 16,378,000 francs ($642,000). 

For the first year of application of the law the maximum of loans 
and allowances was' reached j for the second year something more 
than one-half, owing to the f~ct that for six months, excepting cer
tain subsidized lines, new construction was virtually suspended be
cause of bills pending as well as because of the general economic 
crisis. 

The laws of August 1, 1928, and August 10, 1929, were designed 
especially for construction in French shipyards. The law of August 
1, 1928, provided that one-fourth of the loans might be set aside 
for purchases abroad. Of a total amount of 401,765,000 francs of 
loans, 359,589,000 francs, or nearly nine-tenths, was used for con
struction in France. Since in no case may the loans exceed 85 per 
cent of the construction costs and because now and then the loans 
have represented less than one-half the price of the vessel, the total 
cost of constructions effected in France for vessels benefited by 
maritime credit amounts to nearly 600,000,000 ($23,520000). 

The proportion of allocations is even more favorable. Of the 
total amount of 9,526,175 francs ($373,425), only 323,804 francs 
($12,693) was availed of for construction or purchase abroad and 
9,202,371 francs ($360,732), or 96.5 per cent, was granted for con
struction in the French shipyards. 

Credit for all tonnage should not be given to the maritime-loan 
plan, for the passenger vessels ordered were intended for mail serv
ices and had to be built under the contract requirements of these 
services. On the other hand it is certain that by placing money at the 
disposal of shipowners at low rates of interest the loan plan has 
been helpful in the ordering of new vessels apart from those ordered 
under the scheme itself. 

EQUALIZATION OF COST DIFFERENTIAL 
LAW OF MARCH 29. 1931 

The decrease in commercial interest rates to some extent reduced 
the effectiveness of the provisions of the maritime credit laws of 
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1928 and 1929. Changes in import duties and vario.us fiscal charges 
jncurred in co.nnection with sales or purchases o.f vessels did not 
fully meet the situatio.n, the Co.ty report stating that customs and 
fiscal charges still amo.unt to. 13 per cent of the cost of the vessel. 

Lack of standardizatio.n and mass pro.ductio.n and absence o.f co.n
tinuity o.f wo.rk are given as reaso.ns for the co.st differential existing 
between French and fo.reign shipyards in favo.r o.f the latter. To. 
further investigate the possibilities o.f equalizing natio.nal con
ditio.ns the Minister fo.r the Merchant Marine requested that a study 
be made o.f French and fo.reign shipyard practice by the Natio.nal 
Eco.no.mic Co.uncil. A special co.mmissio.n co.mpo.sed o.f M. Blancho., 
Deputy and mayor o.f Saint N azaire; M. J o.uhaux, general secretary 
o.f the General Labo.r Co.nfederation; the secretary of the metal in
dustries; the bureau chief o.f the co.mmercial fleet and the bureau chief 
of naval material in the Ministry o.f the Merchant Marine; the gen
eral secretary of the Syndical Chamber of Vessel Co.nstructo.rs; a 
mining engineer; and the secretary to. the National Economic Coun
cil viSIted the vario.us shipyards. 

The co.mmission found that the French prices for constructio.n of 
freighters compared with international prices, on the basis o.f the 
English market, were higher by a spread of 19.5 to. 24.6 per cent 
from November, 1928, to. October, 1929. At the time of the presen
tatio.n of the bill to. Parliament in July, 1930, the French construc
tors claimed a differential o.f between 30 and 33 per cent. 

PROVISIONS OF 1931 LAW 

The bill as introduced sought to equalize these conditio.ns. It pro.
po.sed five changes: 

1. Increase of annuallo.ans to 250,000,000 francs ($9,800,000); 
2. Reduction of minimum interest rate to be borne by bo.rro.wer 

fo.r the co.nstructio.n o.f cargo. vessels to. 2 per' cent; 
3. State grant of interest to. be full amo.unt o.n the basis o.f an 85 

per cent lo.an whether o.r no.t the bo.rrower pas secured a 
loan at that ratio; 

4. Increased allocatio.ns fo.r vessels o.f high speed; and 
5. Government to. pay interest allocatio.n directly to. Credit 

Fo.ncier instead o.f thro.ugh medium o.f borrower. 
Some of the consideratio.ns entering into these propo.sals were: 
1. Increase of annual loans to ~50fJOO,OOO franc8.~The increase in 

total lo.ans made annually is justified by the fall in rate o.f interest. 
The increase in total loans will not represent an additional interest 
charge to be met by the state. Such charge was limited by the law 
o.f August 10, 1929, to 6,000,000 francs ($235,200) fo.r the loans made 
each vear. The proposed amendment in the agreement between the 
Government and the Credit Fo.ncier in respect of this reads: 

The total of loans shall not exceed an annual average of 250,000,000 francs 
for a period of five years, or a total maximum of 1,250,000,000 francs. 'Further
more, the total amount of loans is limited to a value such that the total sum 
of the allocations by the Government shall not exceed that fixed by article 2 
of the law of August 10, 1929 [6,000,000 francs], it being understood that the 
allocations granted on the basis of speed in virtue of article 2 of the present 
modification shall not be included in this total sum. 

~. Reduction of 'lnlinimum interest rate.-The law o.f August 10 
1929, fixed the interest rate to be bo.rne by the shipowner at one-half 
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the rate charged by the Credit Foncier for passenger vessels built in 
France and one-half the interest rate decreased by 1 per cent for 
cargo vessels, with a minimum to be borne by ~e shipowner of· 
3 per cent. 

At the time the act was passed the interest rate charged by the 
Credit Foncier was 8.20 per cent and the rate borne by the cargo
vessel owner as a consequence was 3.10 per. cent. The interest rate 
dropped to 7.55, with the result that the rate borne by the cargo
vessel owner was by limitation fixed at 3 per cent instead of 2.77 
per cent, if calculated at one-half of interest Tate reduced by 1 per 
cent, thus minimizing the effectiveness of the law. 

The bill proposes an amendment providing that the amount of 
interest borne by the borrower may not be less than 3 per cent for 
passenger vessels nor 2 per cent for cargo vessels. 

3. State grant of ir¢ere8t in e!1JCe8S of 'fYI'oportional a'1TUJ'/J/f/,t of 
loan.-The bill proposes that in certain cases where the loan obtained 
~y a shipowner is less than 85 per cent of the construction cost the 
Government may grant an allocation .of interest based upon 85 per 
cent of that cost. This provision is made in favor of the small ship
owner who may not have a fleet of ships or other security sufficient to 
provide the extra. securitY.: demanded in loans granted above 50 per 
cent of the vessel cost. (It may be restated that the Credit Foncier 
lends only up to 50 per cent of the value of any ship to be constructed 
on the security of that vessel; may increase this amount to 70 per 
cent of the value if a bank becomes guarantor; and is allowed under 
law to lend up to 85 per cent of the value of the vessel, if sufficient 
other security is forthcoming.) 

The three foregoing provisions of the bill as presented in July, 
1930, carry no increased liability on the part of the state for addi
tional appropriations. The entIre effect is designed to increase the 
credit available for shipping witlll.out extra cost to the Government. 

Two more provisions were included in the bill of July, 1930-the one 
for extra expenditures by the Government and the other for a slight 
reduction. 

4. Supplementcuy allooations for speedl.-The French commercial 
fleet was thought to contain an undue number of vessels of low 
speed, and increased speed in new vessels was considered desirable. 
Inasmuch as the extra cost of speed in vessels beyond accepted com
mercial practice increases out of proportion to the increase of speed, 
a progressive scale of increases for all classes of vessels was adopted, 
as follows: 

1. For all classes of vessels, with a trial speed-
Per cent 

Between 22 and 24 knots, an increase in interest allocation of_ 1()() 
Between 24 and 26 knots, an increase in interest allocation of_ 125 
Above 26 knots, an increlille in interest allocation oL _________ 150 

2. For cargo vessels ,carrying at least 12 passengers, with a trial 
speed-

Per cent 
Between 14 and 16 knots, an increase In interest allocation of_ 50 
In excess of 16 knots, an increase in interest allocation of____ 100 

The total sup.plementary allocations for speed corresponding to 
the loans that WIll be made up to the time of the expiration of the 
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law regarding maritime credit-that is to say, up to August 1, 1933-
may not exceed 4,000,000 francs ($156,800). 

5. Payment of State interest allocation directly to Oredit Foncier.
By paying the State interest allocations directly to the Credit Fon
cier instead of through the medium of the borrower, who was sup
posed to transfer the allocations on the same day as received, the 
Credit Foncier allowed a rebate on the commissIOn granted it by 
the agreement in consideration of the reduced risk. The total of 
this commission \vas 1 franc per hundred, of which 0.80 franc was 
kept by the Credit Foncier and 0.20 franc paid to the guaranty fund. 
The 0.20 franc payment has been eliminated and the commission re
duced to 0.80 franc per hundred. By this the Government and the 
shipowner benefit to the amount of 0.10 per cent each in the interest 
rate. 

FURTHER REDUCTION IN INTI!:I1El!T RATES 

At the time the bill was introduced the estimate of the interest 
rate on the loan to be floated by the Credit Foncier in November, 
1930, including the 0.20 franc reduction on account of commission, 
was 6.45 per cent. The situation proposed to be met by the bill 
therefore was as follows: 

TABLE 32.-ALLOCATION OF INTEREST RATES UNDER LAW OF 1931 

Rate of interest Allocations 

Designation. 
1----,-------,---- Of:!: ::te 

Demanded Borne by I Borne by francs on 
by Credit sbip- Govern· 2().year 
Foncier owner ment loans 

!---I---
Per ""'" p.,. ce'" Per ""nt Franu 

Construction abroad___________________________________ 6.45 6.225 0- 225 0-17 
Purchase abroad __________ .____________________________ 6. 45 0.225 1.225 .79 
Construction In France: 

Passenger vessels___________________________________ 6.45 3.225 3.225 2.16 
Other vessels_______________________________________ 6.45 2.225 4.225 2. 77 

The bill as originally introduced was adopted by the Senate and 
the Chamber of Deputies and promulgated as law by the President 
of the Republic of France on March 29, 1931, and was published in 
the Journal Officiel on March 31, 1931. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Since passage of the navigation act of September 21, 1793, the 
coastwise trade between ports in continental France has, with few 
exceptions, been reserved to vessels of French registry. Exception 
was made in favor of Spanish vessels by a treaty of August 15, 1761, 
which was renewed by treaty in 1814 and abolished by the treaty of 
December 8, 1877. Italian vessels were permitted to participate in 
the coasting trade of the Mediterranean coast of France and in the 
Algerian coasting trade under treaty provisions of June 13,1861, and 
November 3, 1881, until July 16, 1886, when the treaties between 
Italy and France expired. 
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A French law of January 30,1893, supplemented by a further law 
of April 7, 1902, divided navigation into three distinct classes. The 
following statement and extracts from the laws referred to were pre
pared by Trade Commissioner Louis Hall, Paris: 

ARTICLE 1. The merchant navigation is divided into (1) long-distance naviga
tion, (2) international coasting trade, and (3) national or French coasting 
trade. 

(1) Under long-distance navigation are classified all routes leading north 
beyond 72° north latitude, south beyond 30° north latitude, west beyond 16° 
west of the Paris meridian, and east beyond 44° east of the Paris meridian. 

(2) International coasting trade Comprises routes within the above limits, 
but between a French or Algerian port and a foreign port. This classification 
also includes routes between any two foreign ports which are at the,same time 
within the limits shown above. Iceland and its territorial waters, though falling 
beyond the above limits, is nevertheless included in the so-called" international 
coasting trade" zone. 

(3) The national or French coasting trade includes all routes between two 
French or Algerian ports. 

COASTING TRADE OF THE NATION PROPER 

The coasting trade of France as defined above is open only to ships 
of national registry. Under no circumstances are ships of foreign 
register allowed to transport merchandise of French origin between 
two French ports. The law of September 21, 1793, reads, in part: 

ART. 3. The importation into France of all foreign merchandise by other than 
French ships or ships registered in the country of origin of the merchandise 
is prohibited under penalty of confiscation of the ship, its cargo, and a fine of 
3,000 francs. (This part of the law was abolished by decrees of May 19, 1866, 
and July 28, 1873, but the penalty still remains applicable in case of violation 
of article 4.) 

ART. 4. Foreign ships are forbidden to transport merchandise, raw materials, 
or other· products or manufactures of France and its colonies or possessions 
from one French port to another under penalties as outlined. in article 3. 

The above law was supplemented by one of April 11, 1906, reading: 
A foreign ship, however, is permitted to engage in towing operations in all 

cases where no tug is immediately available. Towed ships and barges are 
permitted to enter French ports with whatever tug has towed them at sea. 

TRADE BY SEA BETWEEN NATION AND· COLONIES 

Generally speaking, the trade between France and its dominions, 
possessions, colonies, and protectorates is not restricted except in the 
case of Algeria, Tunisia, and Morocco. So far as navigation is con
cerned, these zones fall under the administration of the French 
merchant marine. 

Article 1 of the law of April 2, 1889, declares specifically: "Navi
gation between France and AlgerIa can be carried on only by French 
ships." The monopoly of navigation between France and M~rocco 
and Tunisia was established bya law of October 20, 1919. The mter
pretation of these laws i~ such, hC?wev~r, that ships of A~gerian, 
Tunisian, or Moroccan regIster are lIkeWIse accorded the prIVIlege of 
engaging in the coasting trade with France. 

From the above laws it results that trade between France and its 
various colonies throughout the world is open to ships of foreign 
register (with the exception of Algeria, Tunisia, and Morocco). In 
the case of Government shipments, however, the Government or its 
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agents are obliged to give preference to a French ship in all cases 
where foreign competitIve rates are equal or higher. 

TRADE OF COWNIES BY SEA 

The coasting trade of the various French colonies is restricted to 
vessels of French or French colonial registry. This applies only to 
routes between two ports both of which are under French admin
istration. 

No restrictions exist on navigation between any two French col
onies, dominions, possessions, and protectorates. Such navigation is 
open to ships of all nations. 

EXEMPTION FROM FISCAL CHARGES 

The declared purpose of French official provisions for commercial 
shipping is the renewal or enlargement of the national commercial 
fleet. In providing aid for shipowners the foreign-tonnage market 
has not been overlooked, and when vessels can not be built in France 
within certain cost limits the prospective buyer or builder may 
Qbtain Government aid in the acquisition of foreign tonnage. On 
the other hand, duties, import taxes, registration fees, and foreign
repair penalties largely offset the benefits that might apply to the 
purchase of certain tonnage, especially of low-grade cargo vessels. 
The maritime credit law of August 10, 1929 (see p. 158), aimed to 
abolish this burden and to simplify the process of selling or buying 
vessels in and out of registry. 

The various elements that entered into consideration for relief, the 
processes by which relief was planned, a,nd the final provisions of law 
covering them appear in the following discussion, which is based 
principally upon the report submitted by Deputy Rene Coty and 
upon the text of the law of August 10, 1929. M. Coty stated among 
other things: 

TRANSFER TAXES ON FRENCH VESSELS 

The law of April 21, 1818, provided for a fixed fee of only 1 franc for transfer 
of ownership of vessels. This fee was increased to 3 francs by the law of 
April 7, 1902, article 22. The law of December 30, 1916, substituted a progres
sive fee of 0.5 per cent ad valorem, which rate was increased to 5 per cent by 
the law of June 25, 1920; to 6 per cent by the law of March 22, 1924; to 6.6 
per cent by the law of July 13, 1925; then reduced to 3 per cent by the law of 
April 29, 1926, but only for vessels intended to become French or remain in 
French hands. 

French vessels purchased in a foreign country also bear a customs duty fixed 
at 8.50 francs according. to the general tariff and 3.40 francs according to the 
minimum tariff per gross ton by virtue of the law of April 6, 1926. To these 
taxes there must be added, at least for vessels not entitled to maritime credits, 
the import tax established by article 22 of the decree of December 28, 1926, at 
2 per cent of the value of the imported vessels, including customs duties. 

Compared with these taxes, imposed on the purchases and sales of vessels in 
France, what is the situation of foreign merchant marines? The following 
table will answer this question: 
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TAlIIJ!: 33.-DUTIES, FEEs, AND REPAIR TAXES ON FRENCH AND FOREIGN 
VESSELS PRIOR TO LAW'OF AUGUST 10,1929 

Duties Import tax Registratiou fee 

FI'IIDCOi •• _____ 8.50 I'nmcs or 3.40 
tranes per gross 

2 per ""nt """ept 3 per cent it pnrchased in 
for vessels en· France or m a foreign 

!':."wh~t~~~'i! titled to mari- nation; 6 per ""nt if sold 
time credit. in a foreign nation. 

je<'t to general or 
minimum tari1I. England _____ : None.. __________ _ None ____ ._. ______ _ 

Germany ____ i None. _____________ None ____ • ___ ._._ •• 

I 

ltaly• ________ ; None ______________ None _____________ _ 

Be\gium _____ ! None _____________ None __ : __________ _ 

Netberlanda.; None.. _____________ None _____________ _ 
Norwar------i None ______________ None ____ • ________ . 

Smoll Coo: £1 per 100 ton ves· 
sel; £7 per 5,OOO-ton v .... l. 

(At Hamburg): Sto 80 marks 
on amounts from 5,000 to 
500,000 marks; 14 marks 
per 100,000 marks addi· 
tional. 

Fhed Cee. plus graduated Coo 
oC from 0.55 to 1 per rent. 

1 per eont up to 10,000,000 
fran(S, 0.5 per cent on 
amounts of over 10,000.000 
francs. 1.50 Oorio5 _________________ _ 

5 kroner up to 100 tons, plus 
2.50 kroner per 100 tons 
additional Coo. 

Article 3 of the law of AugUst 10, 1929, reads in part: 

Penalties for re
pairs made in a 
foreign country 

For repairs costing 
over 15 Francs 
per gross gauged 
ton, duties and 
import tal: must 
be paid. 

None. 

None. 

None. 

None. 

None. 
None.. 

The registration of all documents relating to sales or transfers of property or 
the profits of a vessel is subject only to the established fee of 22.50 francs ($0.88). 

IMPORT DUTIEs 

Complete ships.-Article 4 of the law of August 10, 1929, exempts 
seagoing vessels from import duties when imported into France. 

Hull mate1'l·als.-Article 5 of the law of August 10, 1929, amends 
article 13 of the law of August 1, 1928, as follows: 
. Shipments of finished or unfinished articles or products to be used for the 
construction, rigging, fitting out, repairing, or transforming of ocean vessels 
of the merchant marine or fishing boats shall, when imported into France or 
Algeria, be l'xempted from th.e charges specified in the customs tariffs as well 
as the import tax, provided it is proved, within the periods established by 
decrees, that the said finished or unfinished articles or products are intended 
for the purposes indicated. 

However, this exemption as to the charges provided in the customs tariffs does 
not apply to navigation machinery and auxiliary machinery of all kinds, boilers, 
electric machinery and equipment, mechanical parts, anchors, chains and cables, 
cordage, fishing nets and machines, sails, and the usual movable objects of all 
kinds, such as furuiture, table utensils, table covers, linen, etc. 

Foreign repairs of French v68sels.-In respect of French vessels 
in foreign yards the Coty report has the following to say: 

Article 8 deals with the delicate matter of repairs. It is superftuous to stress 
the tact that a vessel operating in territory where its owners are not entitled 
to tariff protection may, for its daily opt>ration needs, require repairs at the 
place where it is located: consequently, even in a foreign port. Up to the 
present time a vessel was, in principle, considered as having lost its status as a 
French ship if it was repaired in a foreign country at a cost exceeding 15 francs 
per gross ton and was therefore subject to customs duties and import tax. It 
was obvious to anyone tbat this cost limit of 15 francs, established prior to the 
war, was not in accord with present prices of materials, etc. The purpose of 
article 8 is to increase the 15-franc limit to 100 francs. 

85083-32-13 
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Article 8 of the law of August 10, 1929, reads in part: 
French vessels may not be refitted or repaired in a foreign country under 

penalty of being subject to the customs duties for the materials or objects 
used for such work, if the refitting or repairing expenses exceed 100 francs 
per gross gauged ton, unless the necessity of much greater expenses is proved 
by a report signed and certified by the captain and other officers of the vessel, 
veri1led and approved by the consul, or, if deemed necessary, by the certificates 
of one or more experts appointed by the latter, or, instead of the experts, by two 
French merchants, residing in the foreign country. 

TAX ON BUSINESS TURNOVER 

Article 14 of the law of August 1, 1928, exempted from business
transaction taxes all deals concluded by shipowners with French 
shipbuilding yards to build vessels if the work was commenced within 
five years from March 1, 1928. This provision is extended by article 
7 of the law of August 10, 1929, which exempts from business-trans-
action taxes: ' 

Business transacted by shipbuilding yards and consisting in con
structing, repairing, or altering French or foreign ocean ves
selsof the merchant marine, or fishing vessels, as well as 
business transacted by the constructors of motors, boilers, 
auxiliary equipment, or spare parts and consisting in the sale, 
repair, or alteration of the said material used for those vessels; 

Transactions consisting in the sale of machinery and fishing nets 
for sea fishing, as well as the delivery to shipbuilding yards 

"and constructors of motors and boilers, of finished or unfin
ished products and articles intended for the constructing, 
equipping, fitting out, repairing, or altering of ocean vessels 
of the merchant marine or fishing vessels. 

PREFERENTIAL RAILWAY RATES 

Preferential railway tariffs on goods going to foreign non-Euro
pean countries formerly were in effect, provided such goods were 
carried on French vessels. While such preferential arrangement3 
have been in force between various railways and the leading overseas 
shipping lines, the general opinion seems to be that these provisions 
have no effect and that they are not popular with the shipper owing 
to the liability of having such cargo delayed in favor of full-rate 
cargo. 

According to Trade Commissioner Louis Hall, Paris, May 6, 1930, 
no reciprocal rate arrangements now exist between French railroads 
and ocean steamship lines, the two groups of carriers being entirely 
independent of one another in the matter of rate fixing. 



GERMANY 

ECONOMIC DEVELOPMENT AND SHIPPING 

~e pre-,,:ar expansion of German shipping was the result ·of cer
tam ec!,noIDlc forces that took the shape of industrial and territorial 
expansIOn and the outward movement of nationals. The Imperial 
Government undoubtedly exerted a strong influence in the entire 
~pping movement, but this influence must be sought in indirect 
stimulatlOn through proper placement of the shipping industry in 
re:;pect of the national economy and in official and popular symp.athy 
With the development of sea power. 

Imperial Germany did not fit the popular conception of a maritime 
~ple or of a nation largely dependent upon the sea for its national 
eXIStence, and the Imperial Government did not expend public .funds 
in the development of shipping except in the case of one or two 
J>ostal-subvention contracts of rather limited duration and scope. 
Xevertheless any consideration of the German merchant marine 
would be incomplete without some discussion of the obscure but 
interesting influences that were at work contemporaneously with the 
growth of German sea power. 

FORMATION OF GERMAN EMPIRE 

The German Empire was founded in 1871; it endured for 47 years. 
This period witnessed enormous, industrial expansion. This rapid 
development, with its accompanying program of national defense, 
both by land and by sea, is an example of the effect of a combination 
of favorable economic conditions with a highly centralized 
govel'llment. . 

Pre-war Germany was formed by a succession of events in and 
by which Prussia fought Denmark and annexed Schleswig-Holstein 
in 1864

2 
annexed Hanover and defeated Austria-Hungary in 1866, 

and defeated France and annexed Alsace and Lorraine in 1870-71. 
Two fundamentally important economic results followed-the newly 
formed Empire acquired the Lorraine iron-ore deposits which later 
became the basis of German industrial expansion, and obtained access 
to the North Sea through P~a. . . . . 

This provided the new Empire With a geographiC layout COllSls~~g 
of some 26 political units in central Europe, including the free CIties 
of Hamburg, Bremen, and Lubeck, and a territory of s<?me 200,~O 
square miles in the heart of Europe surrounded by RUSSIa, Aust~la. 
Switzerland, France, Belgium, the Netherlands, {lIld Denm!lrk, With 
outlet to the North Sea by way of the Weser and Elbe Rivers and 
to the Baltic by the Oder. The Empire thus found i~f t.he guard
ian of 4,500 miles of land frontiers and a small but highly Important 
seacoast, which became to a large extent the outlet for the flow of 
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German sea-borne trade through the Strait of Dover, down the 
English Channel, and into the Atlantic as well as to the north. 

An important factor in the subsequent development of shipping 
was the organization of the German State Railways. From a 
geographic point of view the problem somewhat resembled the early 
railroad development in the United States-the component States 
had to be tied together by railways. From a political point of view 
the difficulties were vastly different, in that each German State or 
principality had its own customs ,l>rovisions, which formed a barrier 
to the proposed Government raIlway system. The Zo1)verein, or 
customs union, had provided the main cement to German unity at 
various times since 1828. By article 33 of the German constitution 
adopted in 1871 the Zollverein was administratively and legislatively: 
included in the new governmental set-up. ' The customs union'made 
possible the industrialization of the German States; but the railway 
program in 1873 faced the problem of 63 railway provinces and 
1,500 tariffs. In 1871 three-fourths of the German railroads were 
in private hands; by 1896 only some 2,000 kilometers remained p.ri
vately owned, and completion of the general program of State' own
ership came in 1882. The influence of the German State Railways 
upon shipping will be referred to later. 

POPULATION AND EMPLOYMENT 

Seafaring was fostered along with the growth of the shipping 
industry as a part thereof. The German was not naturally a sea
farer, seldom came in touch with the sea,' and traditional~y pre
ferred his forests and his land until industrial opportunity presented 
itself or he migrated to other places of opportunity. 

The new Empire could not be calhid an agricultural country by 
natural conditions for as a rule only by intensive treatment could 
the soil be made productive. The trend from agricultural to indus
trial endeavor is marked by the shift of occupation. Thus in 1850 
65 out of every 100 persons in Germany were classed as agricultural, 
47 out of every 100 in 1882, 40 out of every 100 in 1895, and 37 out of 
every 100 in 1907. The proportion of industrialaBd, commercial 
population rose ,from 36 per 100 in 1882, to 40 per 100 in 1895, and 
to 42 per 100by 1907,1" , 

German foreign trade had a corresponding increase. In 1880 
German exports and imports had a total value of 8,725,000,000 
marks and in 1913 had reached a total of 22,577,000,000 marks. Be
tween 1874 and 1913 exports of manufactures rose from 39 per cent 
to 75 per cent of the total export trade; exports of agricultural 
products and animals during the same period declined from 27 per 
cent to 10 per cent. By 1913 one-third of the population of Ger
many was dependent upon imported food. 

WATER-BORNE COMMERCE 

The nearest approach to official data on Germany's sea-borne 
trade appears to be entrances and clearances of vessels in and out of 
ballast, without regard to total cargo carried. A rough estimate of 

1 Statistisches Jahrbucb fur das Deutsche ReIch. 1909. 
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the trend of sea-borne traffic may be made from these statistics 
showing 29,~59 ships of 1,675,498 !let register tons as entering Ger~ 
man ports In 1887 and 56,544 ships of 5,397,913 tons entering in 
1911. Import tonnage rose 4% times in volume from 1870 to 1913, 
and export tonnage increased 6 times during. the same period. The 
portion of Germany's sea-borne foreign commerce carried in Ger
man ships is not clearly indicated in official statistics. A British 
Department of Overseas Trade· report on economic conditions in 
Germany to July, 1930, states: "The participation of the German 
flag in the total traffic increased from 51.5 per cent in 1928 to 53.2 
per cent in 1929." 

In the general ·expansion of. the overseas trade of Germany the 
German traffic system combi.ned rail, inland-waterway, and ocean 
movement of cargo and passengers. The merchant fleet was assigned 
its proper place in the. distributive system, and national industry 
through various means allied the shipbuilders, the shipowners, and 
the. financiers in a common cause. The German national industrial 
scheme was one of parallel development of production, distribution, 
and financing of the foreign trade. 

THE GERMAN COMMERCIAL FLEET 

RISE OF GERMANY AS A SEA POWER 

Emperor Wilhelm II ascended the throne in 1888. Bismarck re
signed in 1890. The rapid expansion of sea power, both commercial 
and naval, took place during the next two and a half decades, prin
cipally during the 15 years from 1898 to 1913. In 1890 the German 
steam-vessel tonnage in ships of 100 gross tons and upwards 
amounted to 1,054,895 tons, while the British fleet of the same type 
and class was 8,653,543 gross tons. In 1913 the British merchant 
fleet of 4,000-gross-ton vessels and over had reached 1,446,486 tons, 
while the German fleet of similar size vessels had reached 1,119,537 
gross tons. The rapid development of Germany as the second sea 
power of Europe had been the result of economic conditions and 
commercial enterprise. 

By its geographic situation and limited seacoast Germany could 
not be considered a maritime nation except in so far as some of the 
German city-states, stich as Hamburg, Bremen, and Liibeck, were 
centers of the Hanseatic League, which dominated the commerce of 
the Baltic and North Seas and of Europe for several centuries fol
lowing the opening of the trade routes to the Far East. These inde
pendent city-states remained great commercial shipping points. The 
Baltic and North Seas are connected by the Kiel Canal, which cuts 
through Germany, facilitating transportation between the two 
German seacoast regions. 

Hamburg has grown enormously during the past 30 years being 
the chief distributing center for central Europe not only for the 
products and manufactures of Germany but also for the products 
of the rest of the world. The shipbuilding industry in Hamburg is 
very important, ocean steamers of the largest class haviI!g been built 
there. After Hamburg, Bremen ranks as chief port in Germany for 
international trade. 
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Liibeck's commerce on the west end of the Baltic has been dimin
ished by the competion of Hamburg and Bremen since the construc
tion of the Kiel Canal. In order to compete with these two cities 
Liibeck extended its quays and opened a canal in 1900 between the 
Trave and Elbe, also deepening the water at the wharves to 25 feet. 
Liibeck trades principally with the Baltic States and Scandinavia. 

The decline of tonnage in Baltic Sea shipping was largely due to 
the practical elimination of sailin~ vessels in that trade. The decline 
in sailing tonnage in the North ~ea trade was comparatively slow, 
due to the increasing use of barges, which have been included in this 
classification. 

Previous to 1890 the increase in total tonnage was not rapid, the 
gain during the period 1875--1890 amounting to 348,531 net tons. On 
July 1, 1895, there came into operation a new ship measurement law, 
as a result of which the tonnage on steamships was reduced about 
18 per cent. 

From 1890 on, the development of the German merchant marine 
has been remarkable. During the period 1890-1912 the steam ton
nage increased 270 per cent-prinClpally in the North Sea district. 

:EFFECT OF EMIGRATION 

The foundation upon which the two principal German steamship 
lines were built was the German and Russian emigrant traffic to the 
United States. It has been estimated that between 1820 and 1900, 
4:500,000 Germans emigrated to America. The greate<;t rush took 
place during the period 1880-1892, when some 1,700,000 Germans 
went to the United States. 

Upon the gradual decline of the German movement a Russian
Polish emigrant movement began, which increased enormously and 
which brought about the construction of the I mperator, the Vater 
land, and the Bismxcrclc. 

The influence of the emigrant traffic can not be overstated. The 
Hamburg-American Line in 1848 made two voyages and carried 168 
passengers; GO years later, in 1907, the line carried 470,290 passen
gers, 142,000 of the steerage passengers and 33,000· of the cabin 
passengers being landed at New York. In 1903, when competition 
between the two German companies had reached its height with the 
entry of the K aise1' 1V ilMbm I I into the New York serVIce, the total 
number of passengers landed at New York was: North German 
Lloyd, 36,031 cabin and 119,079 steerage; Hamburg-American Line, 
23,965 cabin and 114,458 steera~e; White Star Line, 22,418 cabin and 
45,705 steerage; and Cunard Lme, 18,522 cabin and 33,957 steerage.2 

The emigrant traffio provides an examJ?le of indirect Government 
aid. In 1892 a great Russian cholera epIdemic broke out. Control 
stations were established by Germany on the border for the inspec
tion of Russian emigrants who were on their way to the United 
States. While the stations were ordered by the Government, the 
management and expenses of their operation were provided by the 
steamship companies, with the result, it was char~d by competing 
companies, that this stream of immigration was dIvided largely be
tween the North German Lloyd and the Hamburg-American Lines 
on a 56-44 per cent basis. The importance attached to this arrange-

"Engineering (London), Feb. II, ]904, p. 199. 
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ment was such that by articles 322 and 368 of the treaty of Versailles, 
Germany undertook not to exercise any control over transmigrating 
emigrant traffic through technical, sanitary, or police measures. These 
articles read: 

AlIT. 322. Germany undertakes neither to impose nor to maintain any control 
over transmigration traffic through her territories beyond measures necessary 
to insure that passengers are bona fide in transit; nor to allow any shipping 
company or any other private body, corporation, or person interested in the 
traffic to take any part whatever in, or to exercise any direct or indirect intlu
ence over, any administrative service that may be necessary for this purpose. 

ART. 368. Germany shall not apply specially to such through services, or to 
the transportation of emigrants going to or ('oming from the ports of the Allied 
or Associated Powers, any technical, fiscal, or administrative measures, such as 
measures of customs examination, general police, sanitary police, and control, 
the result of which would be to impede or delay such service. 

INFLUENCE OF NAVY LEAGUE 

One. of the most influential organizations in Germany was the 
Navy League. The league had a membership numbering over 
1,000,000, active and honorary; published a periodical with a cir
culation of 400,000; carried on a vigorous campaign for a big navy; 
sent its members to ports on excursions to see ships; held exhibitions 
with pictures and lectures;·supported homes for seamen and scholar
ships for stUdents, and finally presented a gunboat to the nation as 
a gift out of its surplus funds. The leadin~ spirit of the organiza
tion was Admiral von Tirpitz, head of the uerman Navy. 

At Kiel, the home of the naval technical scnool and of wide naval 
activity, were held annual yachting events rivaling those of Cowes 
and Newport. While naval and sport events in North Sea and 
Baltic ports had no direct influence upon merchant shipping, they 
are indicative of the effort put forth to make of Germany a great 
sea power and to make the nation ship-minded. The heavy German 
trade through Antwerp in Belgium and Rotterdam in the Nether
lands was a national regret, and these events served to. ~ocus public 
attention upon the German seacoast. 

A more direct appeal was made to ,the essential seagoing personnel 
itself. When ships' captains and crews performed feats of spec
tacular character, they were given public recognition by the awarding 
of imperial medals. 

GROWTH OF THE MERCHANT MARINE 

Under the peace terms that ended the World War Germany sur
rendered its merchant fleet as reparation for the damage done by 
German submarines, ceding all merchant ships of 1,600 tons gross 
and upwards, one-half (tonnage basis) of those between 1,000 
and 1,600 tons gross, and one-quarter (tonnage basis) of all steam 
trawlers and fishing boats. Likewise, Germany agreed to construct 
for the Allied and Associated Governments a maximum of 200,000 
gross tons of vessels annually for three years, but this provision was 
waived by common consent. A program of reparation in kind also 
was agreed to. 

Under these provisions the German Government had surrendered 
more than 2,500,000 gross tons to the Reparations Commission by the 
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early part of 1923, and the tonnage so delivered was valued by the 
corrnrussion at 707,466,269 gold marks ($168,377,000). 

The rapid pre-war development of commercial and military sea 
power in Germany and the equally rapid postwar recovery of German 
commercial shipping are unique in the history of shipping. Meas
ured in terms of employment of national commercial shipping in the 
overseas trades, Germany ranked second before the war. From rela
tive obscurity that position was acquired in less than 50 years. Meas
ured in terms of increase of commercial tonnage since 1921 Germany 
ranks first, as shown by Table 34. 

TABLE 34.-PoST-WAB GAINS AND LoSSES IN MERCHANT Fu:ETs 

Increase Deerease 

Year 
Grest Brit-

Germany Norway Japan Italy United France aiD and States lreIand 

GTOI.IO'1I. Gr ... lO'1I. Gr ... """ Gro .. """ Gr ... """ Gr ... """ Gr",,""" 1921 _______________ 
717,450 

2, 584, 058 ~ 354, 806 19,571,554 2, 650, 573 14,tiS9,~ 3, 652, 249 1931- ______________ 4, 254, 601 4, 065, 506 4, 276, 341 20, 302, 906 3, 335, 673 10, 998, 606 3, 566, 227 

Gain or loss ____ 1,481,448 -~ --
3, 537,151 731,351 685,100 3, 690,482 86,022 

Neither the physical effort involved in building and acquiring the 
new fleet nor the credit problem presented in financing the reestab
lishment is so significant as is the providin~ of employment for this 
tonnage. In 1914 the German commercial neet, according to Lloyd's 
Register, included 5,459,296 gross tons. In 1931 the tonnage was 
4,254,601, or 77 per cent of the German commercial fleet immediately 
before the World War. Considering the loss of German colonies and 
t.he need for maintaining communications with them, the practical 
cessation of pre-war emigration, the reconstruction of the German 
oversea commercial structure, and increased oversea tonnage compe
tition, the providing of employment for the new German tonnage is 
all the more remarkable. 

Table 35 presents a striking illustration of the growth of the 
German merchant marine both prewar and postwar. 

TABLE 35.--GBOWTH 01' THE GERMAN CmUIERCIAL FLEET 

Total rom- Power-
July 1- mercia! driYen 

llcet 1 vessels 1 

GTOI. tOft. GTOI.IO'1I. 18911.. __________ 1.943.751 1.436.539 1900 ____________ 
2,650,033 2, 159, 919 1905 ____________ 
3,564,798 3,093,702 1910 ____________ 4,333, HI6 3,959,318 1913 ____________ 
5.082,061 4,7-13.046 1914 ____________ 
5,459,296 5,134,720 1915 ____________ 
4,706,027 4,419,167 1916 ____________ 4.151,552 3,890.542 1919 ____________ 3,503.380 3.247,253 1920 ____________ 

672,671 419,438 1921 ____________ 
717,450 654,407 

1 Vessels of 100 gross &oos and upwards. 

eource:. IJord's ReJlster of ShipplnJ. 

I 
Total rom- Power-Sailing July 1- m.rcial driven vessels 1 llcet 1 vessels I 

GTOI.IO'1I. GTOI. t .... Gr ... t .... 
507,212 1922 ____________ 

1,887.408 1,785, 767 
490,114 

1923 ____________ 
2, 590,073 2, 509, 7681 

471,096 1924 ____________ 2, 953, 671 2, 872, 220 
373,868 

1925 ____________ 
3,073,713 ~:~~i 339,015 

1926 ____________ 
3, 110,918 

324,526 1927 ____________ 3,373,046 ~:~~~i 286, 860 1928 ____________ 3,m.351 
261.010 

1929 ____________ 
4,092.553 4,057,657 I 

356, 127 1930 ____________ 4,229,235 4.199; 096 1 253,233 1931 ____________ 4,254,601 4,226,050 
63,043 

_. 

Sailing 
vessels I 

Groll tOft 
101,641 
80,305 
81,451 
67,443 
48,823 
53,554 
39,184 
34,895 
30,139 
28, 551 
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The early development of shipping in Germany was not due to 

any program of Government aid but to several contributing factors, 
the principal ones being great industrial expansion and a correspond
ing overseas trade expansion, a heavy emigration to the United 
States, and large resources of iron ore and coal with which steel 
could be cheaply produced. The postwar development has had the 
advantage of experienced executive and seagoing staffs; the advan
tage of essential trades for which there were no national vessels 
available until built or purchased; the natural spur of reestablish
ment. But the Government has not provided the means directly, 
beyond certain construction bounties, which are of limited scope as 
compared. with the essential tonnage, nor indirectly, except by 
insistence that nine-:tenths of the new tonnage be built in German 
shipyards. 

DEVELOPMENT OF GERMAN SHIPBUILDING 

While a limited direct monetary aid was granted by the German 
Government to certain steamship lines themselves, the indirect, and 
far more important, consideration was the stimulation of shipbuild
ing coincident with the expanSion of the steel industry and expansion 
of German colonial and foreign trade. "Made in Germany" became 
a slogan known the world over on manufactured products. Appli
cation of this slogan to German ships was not effected without some 
difficulty. 

Germany emerged from the Franco-Prussian War with an esti
mated net gain over all costs, direct and indirect, of upwards of 
$750,000,000.8 Part of these new resources was made up of a $300,-
000,000 valuation then placed on the newly acquired Alsace-Lorraine 
territory. German::y thus obtained valuable coal and iron-ore depos
its, which in the SIxties and seventies formed the great essentials 
for shipbuilding materials in all countries coincident with the begin
ning of iron and steel ship construction. 

Germany now had its own mineral resources and a fair amount 
of experience in metal manufacture. The leading German ship
owners, however, lacked confidence in the products of German yards. 
Most German tonnage and all the important North German Lloyd 
and HamburlT-AmerlCan tonnage had been built in Great Britam. 
The British product was reliable and well known t and German ship
owners as a. class at first turned deaf ears to the suggestion that 
German vessels should be built in Germany. 

EFFECT OF INTRODUCTION OF THE METAL SIDP 

Standardization and mass production were unknown at that time 
in the iron and steel industry. The Bessemer st~el procesg was not 
invented until 1856 and was then no more readIly adopted by the 
British iron indust~y than were Ger!llan-built ships by th.e German 
shipowners. Only after Bessemer hl,?self had broug~t his pr~ct 
to a production basis which enable~ ~Im to un:dersell hIS c?mpetItors 
by nearly $100 per ton did the BrItish steel mdustry actively com
mence operations under his licenses . 

• Giftln. Sir Robert: Economic Inqu,"les and Stndles. 
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The refinement and practical application of the Bessemer process 
to steel-ship construction was not really effected until 18i8. Then the 
Thomas patents made possible the use of phosphoric ores in steel-pro
duction. The Alsace-Lorraine territory contained a wealth of hIgh
phosphorus ores and thus provided Germany with an entirely new 
field of industrial development. 

It was some 15 years later before keels were laid in Germany for 
the North German Lloyd and Hamburg-American Lines. As a re
sult of the lack of naval protection these companies applied ·for 
transfer to American registry for the vessels that were in American 
ports at the outbreak of the Franco-Prussian 'Val'. 

LINER CONSTRUCTION IN GERMANY 

It was in connection with the establishment of postal services that 
the German Government extended aid to its shipbuilding industry by 
specifying that all vessels to be used in this service must be con
structed in German yards in order to participate in the benefits of 
subventions. The owners, naturally being anxious to ally themselves 
with the Government in this important development of the German 
foreign trade, buil't the subsidized vessels in Germany. Large vessels, 
however, were not built in Germany until after 1900. . 

During the clipper-ship era, when the United States outbuilt the 
world with the swiftest wind-driven Heet in all history, German con
structors were educated in Danish schools and trained by apprentice
ship in American shipyards. With the development of the iron and 
steel industry in Great Britain, Germa~y, like the United States, was 
for a time outdistanced by British construction of commercial vessels. 
The German yards, however, aggressively developed the steel vessel, 
and so rapidly that in three decades German vessels were active com
petitors in size and speed with the best products of British yards; 
during the last decade before the Worl'd War it became a case of 
strong competition in big units. 

GERMAN CONSTRUCTION OF LARGE LINERS 

Entry of the North German Lloyd Kaiser Wilhelm <ler Grosse in 
the New York run in 1897 served more than any other previous inci
dent to proclaim the progress of the German shipbuilding industry. 
When this vessel entered the service it was the largest and fastest 
vessel aHoat, havin~ a gross tonnage of 14,349 and making its first 
crossing from Southampton to New York (Needles to Sandy Rook) 
at an average speed of 21.39 knots. This vessel was followed by the 
Kronprina Willtelnb, the Hamburg-American Deutschland, and 
finally by the Kaiser WilMlmII (now the Monticello). The Kaiser 
Wilhelm II was the most powerful vessel built up to that time. 

Remarkable indeed was the engineering efficiency exemplified b, 
these vessels. Thus1 in 1902, upon the occasion of the visit of Prince 
Henry to the United States, he crossed to New York in the Kronpri;n.2 
Wilhelm of the North German Lloyd at a speed of 23.27 knots, while 
the Hamburg-American Dcu;tsohlaoo three days later finished the 
same course with an average speed of 23.24 knots, a difference of 
203 feet, or one-third the length of the vessel, during each steaming 
hour. The time was: J( ronprlm~ W il~lm, 5 days 12 hours 47 min-



GERMANY 179 

utes, 3,090 miles at 23.27 knots; Deutschland, 5 days 12 hours 38 
minutes, 3,082 miles at 23.24 knots. 

These two ships were Vulcan designed and built. For approx
imately 10 years prior to the entry of the Cunard L'I.IJ8itamia and 
M auretmnia, German-designed and German-built ships held all rec
ords for speed, equipment, and popularity. By 1904 the New York 
post office average-time statement for delivery of mails between New 
York and the London post office placed four German vessels at the 
top of the list, their fastest delivery being 18 hours, and the slowest 
being 8 hours, ahead of the speediest British ships. 

The Hamburg-American Line laid down for the New York service 
the ImperatO'!', Vaterlmul, and Bismarck, of a cbmbined gross tonnage 
of 165,000 tons, all in German yards. On June 11, 1913, the Impera
to'!' went into service, and on May 14, 1914, the Vaterlaria; the Bis
marck was to follow but, due to the war, was not launched until after 
the end of hostilities. Completion of the North German Lloyd 
Bremen and Europa during 1929 marked the latest achievement of 
the German shipbuilding industry. 

GOVERNMENT AID TO SHIPBUILDING 

The German Government did not pay construction bounties as a 
means of aid to German shipbuilding. On the other hand, certain 
indirect considerations given the steel and shipbuilding industries 
furnished a normal stimulus to the development of shipbuilding dur
ing a short period of time. These were: 

1. A provision that subsidized vessels should be of German con
struction. Article 13 of the North German Lloyd' contract of Octo
ber 30, 1898, and article 12 of the German East Africa Line contract 
of July 21,. 1900, contained the following stipulation: "The new 
steamers to be placed in service on these lines shall be built in Ger
man shipyards and of German materials, as far as possible. When 
extensive repairs have to be made, they, too, shan be made in German 
shipyards as far as practicable." 

It has been estimated that in the decade 1885-1894, when the North 
German Lloyd received an aggregate of 59,000,000 marks ($14,042,-
000) in postal subsidies, it paid out to German shipyards 60,000,000 
marks ($14,280,000) for new construction and repairs under this 
provision. The building of the Heet of the North German Lloyd 
from 1886 to 1914 cost the company 436,345,865 marks, of which 
about 88 per cent, or 385,588,065 marks, went to German shipyards.' 

2. Foreign materials required for the construction, equipment, or 
repair of vessels other than pleasure craft were imported free of 
duty by German shipbuilders. 

3. In 1885 the German State Railways instituted a reducl'd freight 
rate on shipbuilding ma~rials intend~d for' German. shipyar~. 
Presumably this was desIgned as an aId to the steel mdustry In 

order that the great interior ~eel cente~ might be U:t a pos~tion ~ 
compete with imported matenals. Specifically the aId conSIsted In 

a reduced rate on raw and manufactured articles used in shipbuiJd
ing, such as plates, angle bars, anchors, an~ chains. Th~ rate was 
applicable from the steel centers on the Rhme to the shipyards at 

'10 Tefl., of North German LIO;Vd, 1857-1921. p. 51. 
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Hamburg and Bremerhaven. The rate has been calculated to have 
been 0.664 cent per ton-mile as against the regular rate of 1.37 to 1.76 
cents per ton-mile in United States dollar values, or roughly a 40 
to 50 per cent discount off the regular rates. 

4. In addition to building the German commercial fleet, the Ger
man shipyards were further greatly stimulated and strengthened by 
the building of the Germany Navy. Between 1900 ana 1911 the 
German Navy tonnage increased from 152,000 to 829,000 tons. Ger
man naval expenditures in 10 years rose from $47,500,000-to $110,-
000,000 annually, and out of this total Germany spent one-half for 
new construction.G 

This continuity of employment was naturally reflected in reduc
tion of overhead and in resultant lowered costs in production of 
commercial ships. 

POSTAL CONTRACT SERVICES 

The German Government provided no direct aid to the shipping 
industry except through postal subsidies.t and then only on two lines 
that would otherwise have been unprotitable. The policy of mail 
subsidies did not go into effect until after Germany had acquired 
colonies, although Bismarck in April, 1881, had first appealed to 
the Reichstag for a subvention arrangement to the Far East, Aus
tralia, and the Pacific islands. In 1884 Germany began its coloniza
tion program, and, while this was at first conducted under private 
charters, something after the model of the early English policy, 
it gave the necessary impetus to national recognItion of chartered 
companies in the German national interest. _ 

In the years 1884 to 1899 Germany acquired in Africa the posses
sions of Togoland, Cameroon, German South West Africa, and Ger
man East Africa; in the Pacific, the islands of German New Guinea, 
Bismarck Archipelago Caroline, Pelew, Mariana, Solomon, and 
Marshall Islands, and German Samoa; and in Asia, the dependency 
of Kiaochow; the total area bein~ 1,006,412 square miles. 

Passage of the first French ShIP subsidy law of January 29, 1881, 
was used by Bismarck as a basis for an exhaustive report to the 
German Parliament. The Bismarck reJ.lort was transmitted to the 
German Reichstag under date of AprIl 6, 1881.8 The report is 
primarily a discussion of the provisions of the French bounty law of 
1881, the events that led up to its adoption, the debates on the sub
ject, and a general summary of the French, British, Italian, and 
United States shipping subsidies. The only mention of German 
shipping made by Bismarck appears in the last two paragraphs, 
wInch read: 

Germany pays in the overseas trade to the participating German steam lines 
a sum in proportion to the weight of the parce!s forwarded. At present these 
allowances amount to 200,000 marks. 

It is deserving of serious consideration whether under the circumstances as 
given German shipping and German commerce can hope for further prosperous 
developments as against the competition of other nations aided by public funds 
and assistance. 

• Colller, Price: Germany Rnd the Germans, pp. 122-123. 1913. 
• A complete English trRnslation appears In United States Consular Reports Nos. 112-

115, January-April, 1890, vol. 32, pp. 108-118. 
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The principal significance of the Bismarck report was that it was 
in conflict w~th Bisl1!-arck policy. _ The German' Chancellor's policy 
was that of Intense Internal consolidation and advancement of the 
continental Empire rather than of foreign. expansion. He was 
known as an opponent to the acquisition' of foreign colonies and the 
attend!lnt. necessity of protection a~d, for a large navy. It is there
fore sIgnIficant that, as representIng the Govermnent, he should 
ac~nowledge the necessity of commercial shipping services in devel
OpIng new territories and should by indirection recommend State aid 
for that 'purpose. COnsideration by the German Reichstag brought 
no definIte result until German possessions in East Africa were 
~cquired between 1884 and 1890. 

NORTH GERMAN LLOYD CONTRACT 

Germany's first mail-subsidy contract was-concluded between the 
Imperial Government and the North German Lloyd for services be
tween Germany and Shanghai, with Japanese branch services and 
ports of call outwards and inwards; froin. Germany to Australia, with 
ports of call. and feeder lines to the Tonga Islands and Samoa; 
and a Mediterranean service from Trieste to Alexandria via Brindisi. 
Tills contract went into effect in July, 1886. . . '-

In its final form the act of 1886. granted the North German Lloyd 
an annual subsidy of 4,400,000 marks ($1~047,200) for a period of 15 
years for the maintenance of _s~cified mail routes. Of this sum, 
1,700,000 marks ($404,600) was for a line between Germany and 
China and Japan, 2,300,000 marks ($547,400) for a line to Austral'ia, 
and 400,000 marks ($95,200) fora branch line connecting Trieste 
with the line to Australia at Alexandria. 

TERMS OF ORIGINAL CONTRACT 

The original contract with the North German LIQyd contained 
the following provisions: 

8ervWes.-(1) To the Far East: The East Asia line, making 13 voyages 
annually from Bremerhaven to and from Shanghai, touching at a Netherland 
or Belgian port to be designated by the Imperial Chancellor and at Port Said, 
Aden, Suez, Colombo, Singapore, and Hong Kong, with a Korean port (like
wise to be designated by the chancellor) to Nagasaki, thence returning to Hong 
Kong.. ' 

(2) To Australia: The Australasian line, making 13 voyages each y.ear from 
Bremerhaven to Sydney, touching en :route at a Netherland or BelgIan port, 
Port Said Suez Aden, the Lagos Islands, Adelaide, and Melbourne, with a 
branch lin~ or f~der from Sydney via the Tonga Islands to Apia in the Samoan 
group, thence back to Sydney. . '-

(3) In the Mediterranean: A semimonthly line from Trieste via Brindisi to 
Alexandria. 

Speed requirements.-An ayerageminimnm speed of ~2 knots was 
required of the vessels operatIng to and from eastern ASIa and th?se 
on the Mediterranean line and lllh knots for those on the AustralIan 
line. ~. ' 

Vessel eqwipment.-For; this servic~ the Nort~ German LI<;lyd Co. 
bound itself to provide nIne steamshIps, of w:hICh at least SIX were 
to be built specially for the purp~s~ accordIng to most carefully 
detailed specifications, and the remamIng three were .to be ready for 
service within 18 months after the contract was SIgned. All the 
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vessels were to be built of Gennan materials, in Gennan shipyards, 
upon plans aJ?proved by the Imperial Chancellor and before going 
into commissIOn had to be approved by a Government board of 
experts. 

The sale of any of the subsidized steamers was forbidden, except by 
permission of the Government, and in the event of war the cha.ncellor 
might take possession of one or more of the vessels at their full value 
or hire them for a proper consideration. In case of dispute between 
the contracting parties each was to choose two arbitrators, who 
should elect an umpire; and the boa.rd thus constituted would 
decide all questions in controversy. 

Mails and freight rates.-The agreement contained several clauses 
fixing the status of postal officers and employees on board and the 
manner in which the imperial mails were to be handled and for
warded. Hamburg and Bremen were to enjoy equal freight rates, 
and Government officials, troops, prisoners, and freight were to be 
transported at rates 20 per cent less than the ordinary tariffs. 

CHANGES IN CONTRACT 

In May, 1893,· the Mediterranean line was discontinued and the 
subsidy reduced to 4,090,000 marks ($973,420). 

By a law of April 13, 1898, the subsidy was increased to 5,590,000 
marks ($1,330,420) per year under a new contract for 15 vears, which 
took effect on October 1, 1899. This contract called for- the use of 
faster steamers and for a fortnightly instead of a monthly service 
between Germany and eastern Asia and provided that the speed on 
this line was to be 13 knots for old steamers and 14 knots for new. 
On branch lines the speed was to be 12.6 knots, while on the Aus
tralian line the speed between ports of call must average 12.2 knots 
for old steamers and 13.5 knots for new. It was stipulated also that 
the North German Lloyd should increase, without additional subsidy, 
the speed of these vessels should foreign competing lines increase the 
speed of theirs. 

To coordinate the steamship service in the Far East a branch or 
auxiliary line was established between Singapore, New Guinea, and 
Sydney to connect the principal lines mentioned above with the direct 
Australian line. This service was performed by the J alnit Co., of 
Hamburg, which received a yearly subsidy of 120,000 marks ($28,560) 
under agreement concluded in December 1901. . 

The connecting lines which the North Gennan Lloyd was to main
tain in the Far East were taken over by the Hamburg-American Line 
in consideration of an annual indemruty of 260,000 marks ($61,880) 
paid by the Bremen company. 

The subsidy of the North German Lloyd for its steamship services 
to eastern Asia and Australia was cut 1D half, the .budget for the 
fiscal year beginning April 1, 1914, providing only 3,045,000 marks 
($724,710) instead of 6,090,000 marks ($1,449,420) for these services. 

It is estimated that in the 28-year period durmg which the con
tracts were effective (from 1886 to 1913) the North Gennan Lloyd 
received an average annual contract payment approximating 
$1,200)000, Or " totalilmount of $34)000,000. . 
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GERMAN f:AST AFRICA LINE CONTRACT 

Upon its institution the German East Africa Line was granted a 
postal subsidy as well as the benefit to be derived from reduced rail
road rates on goods carried by its vessels. Beginning with May, 1890, 
an annual postal subsidy of 900,000 marks ($214,200) was to be paid 
this company for a perIod of 10 years, the company undertaking to 
make 13 voyages annually between Hamburg and Delagoa Bay via 
the Suez Canal. ·Furthermore, it was to run coastwise lines, one 
between Zanzibar and Lamu. and the other between Zanzibar and 
Inhambane. In July, 1900, the contract was renewed for 15 years. 
and the subsidy increased to 1,350,000 marks ($321,300). This con
tract called for vessels of greater speed, for two voyages monthly, 
and extension of the line to the Cape of Good Hope, with return 
trips along either the east or the we~ co~t of Africa. 

RESULTS OF POSTAL SUBSIDIES 

Among contemporary comments on the effects of subsidized services 
is the following from Kuhlow's German Trade Review No. 243, 
September 4, 1~87, which stated editorially: 

Of particular importance in the development of German trade with China is 
the position occupied by German steamers and coasters. The number and 
particularly the carrying capacity of the German steamers which afford com
munication between Germany and China or which transport foreign goods to 
the latter country are very largely increasing. . The success attained by the 
subSidized steamers of the North German Lloyd Co. deserves to. be especially 
referred to; for over a year the 4-weekly service has appeared to be insufficient. 
The quantity of cargo offered from Bremerhaven direct to Hong Kong and 
Shanghai, and vice versa, is so great that little provision can be made for the 
intermediate ports. The passenger traffiC of the English and French lines has 
also been surpassed. Of the first importance is the circumstance that German 
shipowners have attained a very inlluential position in the whole of the coasting 
trade of China. 

This subsidy to the German East Africa Line not only provided 
regular and fast postal communication between Germany and its 
East African colonies but also aided to develop German trade and 
to foster German colonial interests. This has been well stated in the 
following words: . 

It is evident that the Government is not trying to subsidize the merchant 
marine in general. It has not established general bounties for shipowners but 
has limited its efforts to a well-defined sphere, and in granting subsidies to tar 
eastern and African lines it has sought not so much to encourage shipowners 
as to make it easier for German capital and commercial activity to enter new 
countries or colonies--East Africa, New Guinea, Kiaochow. In dispatching 
steamers 1lying the Empire's llag to Delagoa Bay, to Shanghai, to Yokohama, 
and Sydney it has indicated new countries to its. emigrants and new markets 
to its manufacturers and exporters. 

When in May, 1900, the Chancellor asked the Reichstag to renew and extend 
the contract ot the German East Africa Line and to increase the Government 
subsidy he spoke of the .. economic importance of the Cape for the development 
ot the German trade and of the need of a port of entry nearer the Cape than 
Delagoa Bay, but said nothing about the advantages which the shipowners 
might derive from it.'" 

'JobOBtoO, G. : L'lI:tat et la Marioe Marchaode en A1lemagne, In the Revue Polltlque et 
Pariementalre, Dec. 10, 1902, pp. 51~12. 
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It appears, therefore, that less than $50,000,000 was expended in 
direct coniract services by the German Government in the three 
decades preceding the World 'Val' and this applied only to services 
that would otherwise have been unprofitable. Up to 1901 German 
steamship companies at their own expense had agreed to keep cer
tain vessels in suitable condition for service with the Admiralty. 

NAVIGATION BOUNTIES SINCE THE WAR 

The World War ended, for the time being, German maritime 
power. Surrender of German colonies brought an end to postal 
subsidy contracts and the need for them. In addition to abolition 
of reduced State Railway rates and control of emigrant traffic pass
ing through Germany, the four great rivers, ihe Rhine, Elbe, Oder, 
and Vistula, came under international control. 

The only reported instance of a shipping-service subsidy in Ger
many since the 'Vorld 'Val' is local in character and is confined to 
the Baltic~connecting the city-state of Lubeck with the Baltic ports 
of Riga, Heval, and Leningrad. The following statement on the 
service was printed in Commerce Reports for October 20, 1924, and 
is based upon a report by Vice Consul Charles B. Dyar, Hamburg: 

The legislature of the city-state of Liibeck recently voted to advance the sum 
of 450,000 marks ($107,100) as a subsidy to a new steamship company which 
will maintain regular services between Liibeck, Riga, Reval, and Leningrad. 
This line is being established to promote Germany's Irade with Russia and the 
border States.' 

The decline of Liibeck as a 'port has been very pronounced since the war. 
Long-cstablished services with Baltic ports became irregular or were abandoned 
I,ltogether, resulting in a diversion of Baltic freight to Hamburg and Bremen. 
With the decrease of the business of the port the danger of the removal of 
large business and forwarding firms became imminent. It was evident that 
reliable and regular lines of communication must be Teestablished if the total 
eclipse of this ancient Hanseatic city was to be avoided. 

The plan of subsidizing existing steamship companies was considered, hut 
finally rejected. The contract with the new line provides guaranties against 
the removal of the line to any other port or its operation in any way detri
mental to the interests or contrary to the wishes of the Government. The 
capital advanced is repayable in instaUments until 1Il34, at which time the 
State reserves the option of further participation in the line on advanhlgeous 
terms. 

The State realizes that the sum appropriated may not be the last required to 
keep the new line in operation; but even if operated at a loss for a consider
aple pprlod the general economic benefits are deemed to outweigh the temporary 
exppnse. ' 

The privafe shipping companies of Liibeck appear to have accepted the situa
tion, and it is expected that the local railroad authodties will do their part to 
fllciIitate the increase in exports. 

GERMAN MARITIME CREDIT 

REHABILITATION FUND- OF 1917 

During the war the German Government laid plans to rehabilitate 
its shipping. When the United States entered the war there were 
some 600.000 tons of seized German vessels in American harbors. A. 
bill introduced in the Reichstag on July 11, 1917, and enacted on 
November 7, 1917, provided funds to enable German . shipowners to 
replace vessels that had been destroyed by the enemy and to reim-
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burse them for expenses incurred by vessels that were interned in 
foreign ports. 

The purpose of the act was to make it possible for German ship
ping to resume operations immediately upon the declaration of peace. 
The shipowner was to give to the Government title to the ship or pay 
5 per cent interest on the amount provided by the Government from 
the day the vessel went into commission. He likewise agreed to 
insure the vessel in favor of the Government, to reimburse the Gov
ernment for the amount of this principal according to terms to be 
laid down by the Chancellor, and not to sell or charter the ship to 
aliens without the consent of the Government. 

The law further provided that if the cost of construction after the 
war should be greater than in 1914 the Government could grant sup
plementary amounts of 60 to 80 per cent of the original sum during 
the first three years, 40 to 60 per cent during the next three years, 
and 20 to 40 per cent during the following three years. In November, 
1918, the Reichstag passed a law adopting the cost of construction 
as of October, 1918, as the cost basis of vessels for further calcu
lations. 

RECONSTRUCTION FUND OF 1921 

In 1921 German shipowners requested the sum of 37,000,000,000 
marks from the Government with which to replace the fleets that had 
been turned over to the Allies or had been lost. A compromise was 
e1fected and approved by the Reichstag March 12, 1921, under which 
a shipowners' trust or bank was to be organized to handle funds ap
propriated by the Government. The sum of 4,700,000,000 marks was 
voted. Previously 3,500,000,000 marks had been voted but not ex
pended. Other credits had been extended in 1919 and 1920, so that a 
total of 11,970,000,000 marks had been placed at the disposal of the 
owners. An arbitration tribunal subsequently decided that the Gov
ernment must advance a further sum of 18,000,000,000 marks de
manded by the shipowners' bank, making in all an appropriation of 
30,000,000,000 marks. 

In return for these grants the shipowners agreed: To build or buy 
within 10 years, beginning January 10, 1920, 2,500,000 dead-weight 
tons, or one-third the tonnage lost to Germany as a result of the war; 
t9 build 90 per cent of the tonnage in Germany; t() have 95 per cent 
of the German shipowners assent to the provisions. 

In 1921 and 1922 German yards launched 437 ships of 1,084;000 
dead-weight tons, so that in two years upwards of half of the 10-year 
program had been met, although not all of this construction came 
under the plan. At the time of the agreement the German mark 
was quoted 60 to the dollar and the agreement assumed as a valuation 
per ton the sum of 4,000 marks, or $61. 

Bya decree of July 29, 1921, German shipowners were forbidden 
to repurchase surrendered tonnage in excess of 150,000 tons, and such 
purchases were to be made .from their private funds. !~is regula
tion was further restricted m September, 1921, to prohibIt such re
purchase to any company that had not been in the business prior to 
June 17, 1921. This prohibition was app~re~tly not stringent,. since 
the German Shipping Yearbook for 1923 mdlCated that 130 ships of 
491,600 gross tons had been repurchased. 

85083--32-14 
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CONSTRuqION LOAN FUND OF 1925 

In the eady part of 1925 the German Government authorized lJ. 

loan fund of 50,000,000 marks ($11,900,000), to be made available for 
new construction under certain conditions. The basis and operation 
of the loan were somewhat after the manner of the British trade 
facilities act (see p. 256), the main purpose being to decrease unem
ployment in the German shipbuilding industry. Under this plan 
loans were granted up to 50 per cent of the construction price agreed 
upon with the shipyard, the remainder being supplied by the builder 
or shipowner, as the case might be. Interest on this loan was estab
lished at 4 per cent during the first year after completion of vessel 
and 5 per cent and 6 per cent in the following years. 

The 50,000,000-mark fund was exhausted by October 15, 1926, and 
in December announcement was made that the interest accruing to 
the Government would be employed in reducing interest charges on 
money expended by shipowners between October 16, 1926, and March 
31, 1927, on new vessels or for any conversion by which the economic 
value of existing vessels might be increased. In effect, this plan 
subsidized the German shipowners to a small extent by absorbing 
the interest cost differential that he must pay for money in the open 
market as compared with the interest charges he paid to the Govern
ment for its 50 per cent advance against new construction. The 
usual stipulations as to German yards and German material were 
included. 

In a British Board of Trade report on economic and financial con
ditions in Germany to July, 1927, appears the following statement on 
the workings of this loan fund: 

As the Government credit of 50,000,000 marks placed at the disposal of ship
Din~ firms early in 1925 was exhausted on October 16. 1926, the Government 
produced a further scheme of financial assistance under which an annual 
amount of 3,000,000 marks ($710,000) is to be provided during a period of six 
years. These sums will be used for making advances in respect of new COD
struction. The advancPS will be on a slidin~ scale as follows: During the 
period of construction and the first year following delivery, 3lh pi.'!' cent of the 
value of the order; subsequently the contribution will be reduced yearly by 1 
per cent. In the case of orders of less than 3,000,000 marks, 4 per cent of the 
,"slue will be granted. The average mte of the Government advance in respect 
of annual interest will remain at 2lh per cent below the prevailing Reichsbank 
rate. For smaller orders the advance may, however, exceed the Reichsbank 
rate. If the order exceeds 10,000,000 marks in value, or should an order be 
placed with one yard for several vessels of the same type, the above procedure 
may be modified. 

The funds for such advances will be contributed three-quarters by the Reich 
and one.quarter by the government of the State in which the order is placed. 

The city-state of Hamburg allotted the sums accruing in respect 
of interest on its share in the 50,000,000-mark loan as follows: For 
the financial year 1926-27, 135,000 marks; 1927-28, 270,000 marks; 
1928-29, 230,000 marks; 1929-30, 190,000 marks; 1930-31, 190,000 
marks; 1931-a2, 190.000 marks; 1932--a3, 95,000 marks. 

By November, 1926. it was estimated that under this loan-fund plan 
Blohm & Voss, of Hamburg, had obtained 10,000,000 marks, the 
Vulcan Yard at Yl'gesak about 8,000,000 marks, the Flensburger 
Shipbuilding Co. about 2.250,000 marks, the Wl'Sl'r Yard at Bremen 
4,000,000 marks, and the Vulcan Yard at Hamburg 1,500,000 marks. 
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Under date of April 29, 1~29, Trade Commissioner James T. Scott, 
Hamburg, reported:' 

For soDle time past negotiations have been going on between the Schichan 
shipbuilding yard of Danzig and Elbing and the German Government regarding 
the refinancing of the Schichau yards, which were in financial difficulties. The 
(Jerman Government was a large shareholder of the Schichau concern and 
consequently was appealed to for assistance. 

The discussions between Government circles and the Schichau concern finally 
resnlted in a plan being drawn up whereby the form of the company should. be 
changed to a joint-stock company and the German Government should make an 
initial payment of 14,000,000 marks-and, if necessary, grant regular allowances, 
which may not exceed 2,340,000 marks during the first year's working of the 
new company. 

Again, on June 14, 1929, Mr. Scott reported: 
So far as is at present knowd, the Schichau concern is to be converted into 

a private limited company, with' a capital of 12,000,000 marks, in three to four 
months' time. 

The German State, Prnssia, and Danzig and Elbing industrial circles are 
interested in the new company which is to operate the Schichau yards. The 
German State, however, having Supplied approximately two-thirds of the work
Ing capital, has the dominating influence in the operation of the'new Schichau 
company, which will take over the yards and workshops of the Schichau concern 
in Elbing, Danzig, Pillau, and Riga, as well as a castle and workers' and clerical 
employees' houses belonging to this concern at Elbing and other places, and the 
Schichau Steamship Co. 

AID TO DEUTSCHE WERRE OF RIEL 

Under date of June 26, 1929,·E. Talbot Smith, consul in charge, 
Hamburg, reported: 

The German Government, having already previously guaranteed to be respon
sible for the losses of the Deutsche Werke of Kiel, a large shipyard formerly 
owned by the German Navy, whose losses durlng the past few years amount 
to about 2,500,000 marks (nearly: $600,000) per year, the German Finance Min
ister has jnst proposed to pay a snbsidy of 7,000,000 marks ($1,666,000) for 
1929 to this shipyard for the pnrpose of keeping its statI of 6,000 workmen em
ployed and ready for any naval emergency. This proposal is strongly objected 
to in an announcement recently made by the Association of German Shipyard 
Owners, at Hamburg, in which it is declared that all State subsidies to ship
bnilding constitnte a grave danger to the private shipbuilding industry. 

It is further stated in the protest that the Government subsidy to bEl' paid 
to the Kiel yard will in etIect continue to be a subsidy to foreigu shipowners, 
who can purchase vessels from Kiel at ruinously low prices, since the subsidy 
makes it possible for the Kiel yard to build vessels more cheaply than other 
German yards. It is averred,_that the advantages sought through the subsidy, 
namely to fight unemployment among the Kiel workers, are more than otIset 
by the 'severe economic disadvantage to the industry as a whole by making it 
extremely hard, if not impossible, for the other nonsubsidized German ship
yards to compete with the subsidized Kiel company, 

PRIVATE SHIP·MORTGAGE BANKS 

While having no direct bearing on; the ~ubject of State aid to 
shipping, an interesting developme~t 10 ~hlI?P1Og finan~e followed 
the depreciation of the mark, by whIch shIppmg compames profited 
by do~g business on the basis of dollar revenues and mark 
expendItures. 

In February March, and April of 1918 the German Ship Loan 
)3anlc (Inc.), of Hamburg, the German Ship Credit Bank (Inc.), of 
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Duisburg, and the German Ship Mortgage Bank (Inc.), of Berlin, 
were founded. The purpose of these banks as expressed in their 
charters was the development of credit to ships by means of mort
gage loans, participations in vessels, the dealing III mortgages and 
mortgage rights, the issuance of ship-mortgage letters, and generally 
to promote, take part in, and develop tlie German shipping industry. 
The banks were subject to the regulations of the Reichsbank, the 
main provisions being that loans should not exceed 60 per cent of 
the value of the vessels or vessel participations and should be repay-
able in 10 years. . 

These banks were in effect permitted to enter into a partnership with 
the shiI?ping industry instead of doing. business on a straight bank
ing basIs. The banks naturally worked in the interest of shipping 
development and formed an outlet for German shipping securities to 
the buying public. . . 

After a promising beginning these three institutions went through 
the inflation period of German currency and got into financial diffi
culties. The Government forbade the banks to grant loans on any 
basis but German currency. Since these loans were made for short 
periods, they soon began to flow back into the banks at depreciated 
values and were again invested by the banks at further depreciated 
values. The shipping companies did business on the dollar basis 
and paid their obligations to the banks in German currency, with 
the net result that the assets of the banks became practically a total 
loss. 

SHIPPING FINANCE 

UNITED STATES CAPITAL IN GERMAN SHIPPING 

N ort'" German Lloyd loan.-The North German Lloyd $20,000,000 
loan offered and taken in New York in 1927 bears 6 per cent interest 
and is for a term of 30 years. Concerning this flotation Moody's 
Industrials for 1929 says: 

At time of issuance of the bonds it was estimated that the individual Dawes 
Plan debentures to be issued by the company would not exceed $3.500.000. in 
respect of which the maximum annual charge would be $210.000. However. 
when the assessments were definitely determined April 20. 1928. the individual 
obligation was fixed at $8.557.738, with maximum annual total' charges of 
$513.464. Payment by the company for year ending September 1. 1928. was 
$185.325. 

In November, 1928, 175,000 so-called '~American shares" were 
offered at $69. These shares were issued against 35,000,000 marks 
par value of common stock and carried the voting rights represented 
by common stock of 1 vote for each 20 marks par value. An initial 
dIvidend of $3.41 per American share was declared payable April 
5, 1929, to holders of record of March 30, 1929. 
Ha71~burg-Ameriean loan.-In'1925 a 6¥a per cent, 12-year marine

equipment bond issue in the amount of $6,500,000 was offered for the 
Hamburg-American Line. . 

"Hansa" loan.-In October, 1929, a $5,000,000 6 per cent, 10-year 
capital issue was offered in the United States by the Hansa Steamship 
Line. 
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FINANCIAL POSITION OF GERMAN SHIPPING 

The following editorial comment of the British shipping publi
cation, Fa.irplay, for October 4, 1928, is quoted in respect of the 
financial position of German shipping: 

When, after the war, it was decided that Germany. should hand over prac
tically the whole of her overseas ships to the Allies, many people were 0:1; the 
opinion that it would take many years before she could regain anything like 
her pre-war position in the shipping trades of the world. To-day, not only 
has she acquired tonnage representing 80 per cent of her pre-war strength, but 
the vessels are of the most modern type, and, owing to the inflation aftel'! the 
war and the subsequent deflation, the directors of the various companies have 
been able to place the finances of their companies on a very sound footing. It 
is stated that German shipping companies, with a pai:d-up !!apital of £17,511,250 
($85,218,500), paid in dividends for 1927 £1,422,287 ($6,921,600), which repre
sents 8.12 per cent, against 5.18 per cent paid last year by British companies. 
But, before paying this dividend, ample provision was made for depreciation, 
and, as the indebtedness is comparatively low when regard is had to the market 
value of the ships, which stand in the books at much less than their market 
value-the Norddeutscher Lloyd fleet stands at only £12 ($58) per gross ton, 
against £31 ($150) for the Peninsular & Oriental and about £20 ($97) for the 
White Star Line-it is no exaggeration to say that the financial position of the 
German shipping companies to-day is far better than that of most old-estab
lished foreign shipping companies. When, however, in addition to their present 
strong financial position it is realized that German shipowners have an asset for 
which no provision has been made in the balance sheets, that is, the receipt of 
a sum approaching £20,600,000 sterling ($126,000,000) in respect of their steam
ers seized by the United States Government when it entered the war in 1917, 
their financial position is exceptionally strong. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF. THE COASTING TRADE 

The German seacoast is of compara.tively small extent and offers 
little support for the development of a merchant marine. The highly 
developed system of canals and railroads in Germany affords, on the 
whole, a more direct and efficient means of transportation between 
points located along the seaboard than is possible on the North and 
Baltic Seas, although the Kiel Canal shortens, by hundreds of miles, 
the journey between points on the North Sea. and the Baltic. 

In a report of May 20, 1929, Assistant Trade Commissioner A. 
DO!lglas Cook, Berlin, stated: 

According to the German law covering the coasting trade, effective January 
1, 1882 this coastal trade is in theory restricted to vessels of German registry. 
In pra~tice, however, the majority of the larger maritime nations are permitted 
to engage in it. The four principal paragraphs of this law are summarized as 
follows: 

(1) The right to load goods in a German port and carry them to another 
German port and there discharge them is reserved for German vessels. 

(2) Masters of foreign vessels breaking this law are liable to a fine not 
exceeding 3,000 marks, and in addition .to the flne the vessel as well as the 
unlawfully carried goods are liable to seizure. 

(3) Foreign ships may be granted this privilege by royal decree or treaty. 
(4) Existing special agreements and treaties are not affected by this la.w. 
The United States although not granting German vessels the right to engage 

in American coasti~g trade, has secured permiSSion for American vessels to 
partiCipate in the German coasting trade by v~rtue of the. German-American 
<'ommercial treaty ratified October 15, 1925. Arbcle XI of thiS treaty reads: 

.. The coasting trade of the United States is exempt from the provisions of 
this article and from the other provisions of this treaty, and is to be regulated 
accp/.'dlng to the laws of the United States in relation thereto, It is agreed, 
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however, that the nationals of either high contracting party shan within the 
territories of the other enjoy, with respect to the coasting trade, most-favored
nation treatment." 

The German Federal Traffic Ministry (Reichsverkehrsministerium) advises 
that although the vessels of the majority of the larger nations are permitted 
by treaty to engage in the German coasting trade, their actual participation 
in this trade is relatively small. 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Germany long pursued the policy of granting free admission to 
foreign-built sea$oing vessels and to foreIgn-built vessels, other than 
pleasure craft, tor navigation on rivers and lakes, and this policy 
was followed even after the domestic shipbuilding industry had de
veloped to a point where it was able to turn out the tonnage de
manded by GerIJ?an shipping interests. Although there was no 
general requirement that vessels seeking registry in Germany must 
be built in German yards, it was nevertheless required, as has been 
stated earlier, that the vessels of subsidized lines must be of domestic 
construction. 

Also, as was stated on page 179, foreign shipbuilding materials are 
admitted free of duty. 

PREFERENTIAL RAILWAY RATES 

One of the greatest agen~ies in the promotion of German shipping 
was the German State Railways system. This Government-owned 
transportation system, said to be the lar~est in the world under one 
management, with a mileage of 33,000 and with 720,000 persons on its 
pay roll at the beginning of 1926, was brought into the foreign ship
ping trade of the nation by the necessity for transportation for the 
iron and steel industry and for other products from the interior 
Rhine region to the coast for overseas shipment. While any action 
on the part of the Government in lowering rates or of entering into 

·special agreements over specific routes and between certain points 
was always based upon the necessity to assist German foreign trade, 
shipping indirectly profited (1) generally by becoming the extension 
of the delivery system and (2) specifically by contract arrangements 
between certain regions where steamship rates were higher from 
German ports than from the competing ports of Antwerp and 
Rotterdam. . 

The German railways granted special low rates on almost all 
exports shipped on through bills of lading, thus assisting materially 
in the volume of cargo offering at seaboard. In special cases, such 
as the operations of the German Levant and the German East Africa 
Lines, these lines became part of a penetration program for German 
goods to the Levant and East Africa. 

In 1890, when the German Levant Line was established, and in 
1915,·in the case of the German East Africa Line, greatl::y reduced 
rates were granted on goods from certain interior points gom~ to the 
Levant or to East Africa. The rates that applied to the tierman 
Levant Line were based upon an arrangement by the steamship com
pany with the German Government for carrying exports to the 
Levant, includin~ Malta, Alexandria, Piraeus, Smyrna, Bulgaria, 
Rumania, and all ports on the Black Sea. The reduced rates on 
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cargo moving over this line were in effect a bounty on exports, inas
much as the reduced rates stimulated the movement of freight. 

By these combined special low rates the railways and the ships 
were able to draw withm their sphere industrial regions that other
wise would ship via Trieste or Italian ports. An instance of the 
double reduction .in rail and ocean rates was: The regular railway 
rate on a certain commodity in carload lots from Breslau to Hamburg 
was 3.76 marks ($0.895) per 100 kilos (220.46 pounds); the ocean 
rate from Hamburg to Delagoa Bay was 6.40 marks ($1.52)-a total 
of 10.16 marks, or $2.42, under full tariffs. Under the special rate 
of the German East Africa Line, the through rate from Breslau to 
Delagoa Bay on the same commodity was only $1.68. If this same 
commodity were shipped under the special rates from Lubeck to 
Delagoa Bay via Hamburg, the through rate was $1.43 per 100 kilos, 
or $0.09 less than the regular steamship tariff alone, thus making 
of the rail haul a virtual gift so. far as the exporter was concerned. 

That this arrangement had an important effect not only on com
merce but also on shipping may be gleaned from the fact that from 
1892 to 1904 the number of steamers required for the Levant service 
rose from 7 to 30 and the annual number of voyages from 25 to 125. 
Traffic to Russian Black Sea ports, which has been so small that it 
had not been separately shown in official statistics, increased from 
1890 to 1901 by 621 per cent; to Rumania, by 95 per cent; to Asiatic 
Turkey, by 1,556 per cent; to Q-reece, by 307 per cent; to North 
Africa, by 1,094 per cent. During the same period imports from 
European Turkey rose 424 per cent; from Asiatic Turkey, 159 'per 
cent; from Greece, 101 per cent; and from North Africa, 2,162 per 
cent.-

So important was this indirect aid to German shipping that 
according to articles 323 and 325 of the treaty of Versailles Germany 
undertook to make no discrimination or preference in favor of its 
own exports, and to admit the seaports of Allied or Associated 
Powers to all privileges or reduced tariffs on German railways or 
waterways designed to benefit German ports and German shipping. 

VERSAILLES STIPULATIONS 

Articles 323 and 325 of the treaty of Versailles read: 
ART. 323. Germany undertakes to make no discrimination or preference, 

direct or indirect, In the duties, charges, and prohibitions relating to importa
tions into or exportations from her territories, or, subject to the special engage
ments contained in the present treaty, in the charges and conditions ot trans
port of goods Or persons entering or leaving her territories, based on the frontier 
crossed; or on the kind, ownership, or flag of the means ot transport (including 
aircraft) employed; or on the original or immediate place of departure of the 
vesS/ll. wagon, or aircraft or other means of transport employed, or its ultimate 
or Intermediate destination; or on the route of or places of transshipment on 
the journey; or on whether any port through· which the goods are imported 
or exported is a German port or a port belonging to any foreign country or 
on whether the goods are imported or exported by sea, by land, or by air. 

Germany particularly undertakes not to establish against the ports and 
l'eRBela of any ot the Allied and Associated Powers any surtax or any direct 
or indirect bounty for export or import by German p(lrts or vessels, 01' by 
those ot another power, for example, by means of combined tariffs. She fur
ther nndertakes that persons or goods passing through a port or using a vessel 
of any ot the Allied and Associated Powers shall not be subjected to any tor-

• Dussol: Le. grnnd •• ~ompngnle. de naVigation, Paris, 1908, pt. 1. 
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mality or delay whatever to which such persons or goods would not be subjected 
if they passed through a German port or a port of any other power or used a 
German vessel or a vessel of any other power. 

• • • • • • • 
ART. 325. The seaports of the Allied and Associated Powers are entitled to 

all favors and to all reduced tariffs granted on German railways or navigable 
waterways for the benefit of German ports or of any port of another pOlVer. 

In accordance with the treaty provisions, the German railways 
withdrew all exceptional tariffs as and from September 1, 1919. A 
few years later the system was again adopted, when about 70 so
called Seehafenausnahmetarife were reintroduced as of November 1, 
1923. • 

POSTWAR SPECIAL TARIFFS 

During 1928 the German railways again granted special tariffs 
to facilitate the import and export movement through German 
seaports. New special tariffs were granted for imports of raw 
tobacco and copper, and new export rates became effective on paper, 
cardboard, cellulose, brass, copper, zinc, and salt. 

On October 1, 1928, special tariffs similar to those in existence be
fore the war were put into effect granting reductions ranging from 
11 to 50 per cent, according to the character of the goods and desti
nation, while for certain stations in the Rhineland situated in the 
sphere of counterattraction by French and Belgian ports the reduc
tIon may be as much as 70 per cent. 

The activity of the German railways in the sphere of special tariffs 
promotes economic activity in Germany and at the same time in
creases the traffic. As an example, the tonnage transported under 
special tariffs of all categories rose from 1,475,461 tons for the 
January-March period, 1927, to 1,122,164 tons for the January
March period, 1928, an increase of 16.7 per cent. This, of course, 
includes Czechoslovak, Polish, Austrian, and other specials.' 

CHANGE IN STATUS JlII 1936 

On March 13, 1930, the Reichstag enacted an amendment to the 
federal railroad act of Au~ust 30, 1924: (Dawes Act), which made 
possible the enforcement ot the Young plan, beginning from May 
17, 1930. Under this amendment the German railways were freed 
from foreign control and assumed the status of a private and inde
pendent enterprise under certain supervision by the Government. 

The State granted the company the exclusive right to operate the 
federal railroads which in 1920 had been taken over by the Gov
ernment, the concession to terminate on December 31, 1964, provided 
the reparations tax, which the company assumed, has been fully 
paid, including the installment due January 2, 1964, and provided 
that all preferred stock has been redeemed by that date. 

The only manner in which the Government can influence rates 
under the -new status of the railways is by the provision that the 
Government may cooper,Ilte in drawing up schedules of passenger 
and freight rates or can call for any changes in the tariffs which 
it considers necessary . 

• Report No. 8 of the commissioner for the German railways. Dec. 2, 1928. p. 69. 
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ECONOMIC DEVELOPMENT AND SHIPPING 

The component parts of the British Empire are tied together bv 
ships. The component parts of the United States are tied together 
by railways and highways. Herein lies the essential difference in 
political importance of commercial shipping in the first two mari
time countries. 

The United Kingdom produces enough wheat and Hour to supply 
the population for only one out of every five days; ships bring sup
plies for the other four. The United Kingdom produces enough 
meat to supply the population for three out of every five days; upon 
ships depend supplies for the other two. The food supply of the 
United States is sufficient to support the population; its distribution 
is an internal problem that is solved by railways and highways. 
Herein lies the measure of difference in acute economic necessity for 
assured sea services. 

Coal is the only important raw material in which Great Britain is 
self-supporting. All of the cotton and nine-tenths of the wool, nine
tenths of the timber, and more than one-third of the iron ores used 
by British industry are imported from overseas. Excepting wool, 
these basic raw materials for industrial production are native in the 
United States. Herein lies the essential difference in dependence 
upon sea services for supplies of the prime raw materials for indus
trial production. 

DEPENDENCE OF GREAT BRITAIN UPON SHIPPING 

The following excerpts from the final report of the Balfour Com
(nittee on Industry and Trade 2 give the fundamental principles in 
respect of the dependence of Great Britain upon shipping: 

This basic proposition follows inevitably from the fact that the population of 
Great Britain is to a large and increasing extent dependent for its food and the 
materials of its industry on imports from abroad. During the 40 years 1881 
to 1921 the population of Great Britain increased by 13,000,000, or about 43 
per cent, and during that period the proportion of the occupied population 
engaged in agriculture fell from over 12 per cent to about 7 per cent. In 1927 
the value of our net imports of food and raw materials amounted to nearly 
£800,000,000 ($3,893.000.000).' 

During the past century there has been a steady growth in our dependence 
on overseas supplies for the essential means of existence. and there is not the 
slightest reason to expect that the tendency will be arrested or reversed in the 
near future. * • • 

1 Tbis discussion of Britisb sblpplng and shipbuilding covers Great Britain and all of 
Ireland up to 1922' tbereafter it relates to England, Scotland, and Nortbern Ireland only . 

• Report of tbe Committee on Indnstry and Trade (Balfour Committee I , March. 1929. 

Co,mJ:,~:s~ ~r~:w~s~8~JI;'a~ed. the par rate of $4.8665 has been used In conversions of 
'terlint: to dollars. 
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To an industrial community dependent for the essentials of its mater 
welfare on external exchange, the efficiency and cheapness of transport both 
sea and by land are vital conditions of prosperity. When that communi 
inhabits an island, so that the whole of the commodities exchanged between 
lind the outside world have to be carried by sea, while in addition coastwi 
steamers perform to a large extent the transport services rendered in SOl 
other countries by river and canal traffic, it is clear that ready and cerh 
means of access to an adequate supply of efficient sea-carrying power 
reasonable terms is one of the prime conditions of competitive power. * • 
It has already been pointed out that this country compares favorably with : 
of its competitors in the matter of access to shipping. Not only are our POI 
I,umerous and well placed in relation to our staple export industries, but 0 
national policy in welcoming all ships alike to our ports without any kind 
flag discrimination has the effect of placing at the disposal of British trade Il 
Gnly the tonnage of British ships but the entire ocean-going tonnage of t 
world. The trades of this country have, in effect, the full benefit of the op 
freight market of the world, except so far as that market may be affected 
the working of what is generaHy known as the liner-conference system. 

CONCENTRATION OF POPULATION NEAR PORTS 

It is easier for a transport servic~ to supply the needs of a popul 
tion concentrated into large groups than to supply the needs of 
scattered population. If a nation has a larl!e import and expo 
trade, transport services will be more effective if the population to 1 
served is concentrated in a few seaports, for in this manner impor 
may easily be distributed to the consumer and exports may readi: 
be placed on board ship at the lowest cost. In Great Britain th 
situation exists. 

In 1913 the 12 principal ports of Great Britain handled 84 per eel 
of the value of imports and 84 per cent of the nlue of exports; i 
] 925, 86 per cent of the imports and 88 per cent of the exports; all 
in 1929 about the same proportions. The census of 1921 shows th: 
15 per cent of the population resided in or near these 12 ports. Th 
condition is considered of primary importance to a trading nati(J 
dependent for its prospenty upon overseas supplies and expo: 
trade.4 

RELATION OF SHIPPING TO THE STATE 

SUBSIDIZED SERVICES 

Any reasonable analysis of the relationship between the Briti~ 
(iQvernment and British shippinl! leads but to the inevitable conch 
sion that neither the inception of the British steam cargo fleet nor il 
development during the past 75 years nor its present activity w~ 
caused by or depends upon public expenditures or upon officii 
preferences. 

The registered tonnage of the Bt'itish merchant marine now el 
ceeds 20,000,000 gross tons. The total public-budget estimates fe 
ocean-mail services by parts of this fleet on a contract basis W8 
£82~,000 (approximately $4,000,000) in 1930-31. The postal:c~ntra( 
:servl(;es (discussed at {>. 216) are based upon scheduled saIlmgs 0 
certam vessels on certam routes; three of these routes, those betwee 
the United Kingdom and the United States, to the Far East, an, 
across the English Channel to Europe, absorb £650,000 ($3,163,000) 

• Balfour Report, Further Factors In Industrial and Commerelal ElDelency, PI 
198-200. 



GllEAT BRITAIN 195 

or 80 per cent of the total estimates. These vessels carry all the 
mails tendered by the British Post Office and without further cost 
to the post office. Moreover, the trans-Atlantic contracts specifically 
provide that all mail aboard the vessel, taken on under any agree
ment which the British Postmaster General may have with the postal 
authorities of France and the United States, is to be carried without 
further cost to the post office. The net loss, if any, to the British Post 
Office is the difference between mail revenue and contract cost. This 
is offset by guaranteed regularity of sailings by the contract vessels. 
If the contract system were withdrawn, the mails would be carried 

on a weight basis at sailing dates determined by the owners. The 
net gain to the Government would be relatively small. The net 
loss to the operator would be small and would probably have little 
effect on the number of sailings or the speed of the service. At 
various times during the operation of the mail-contract system since 
1837 the British Post Office has reported the net cost of the packet 
services. The cost has varied; some lines, such as the eastern routes, 
have caused net losses, while on others at times the receipts for mails 
have exceeded the contract costs. At all times since the British Post 
Office assumed responsibility for the service (about 1860) every 
endeavor has been made to keep the contract cost down to the cost 
of the service; and when services are demanded which commercial 
shipping otherwise would not offer the Government pays a contract 
price estimated to be the cost of the service. 

In the colonial system the contract carriers are responsible for 
space for official travel and limited official cargo. No separate mili
tary transport service exists. 

No general navigation bounties based upon mileage sailed or car~o 
carried have at any time been in force in Great Britain durin ... tne 
past century, although other' indirect and more effective metho~s of 
providing employment for British vessels were. in force for part of 
this period. Navigation and construction bounty practices such as 
have been in force in France, Spain, or Japan have been unnecessary 
and have found no place in British shipping development. 

By and large, the postal contracts are of as much benefit to the 
Government as to the shipping industry, since the Government is 
thereby relieved from expensive transport services in connection with 
the British naval stations and military establishments in various 
parts of the world. All official reports and recommendations of the 
Admiralty and the Treasury, as well as of investigating committees, 
constantly deal with postal-contract services on the basis of obtain
ing for the Government the most suitable services at the least cost. 
Service to the Government, rather than aid to the shipping industry, 
is the object of the British contract system. 

GOVEBNMENT GUARANTY OF SHIPBUILDING WANS 

Aside from the. postal-contract system, the only other form of 
Government contact with shipping now in effect (except through 
navigation laws) is the guaranteeing of loans by the British Gov
ernment and the Government of Northern Ireland under the trade 
facilities acts of 1922-1926 and the loans guaranty act of Northern 
Ireland. (See pp. 25~261.) The objective of these guaranties was 
to reduce unemployment through stimulation of industries which are 
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large employers of labor. About one-third of the guaranties under 
the trade facilities acts and most of the guaranties under the Irish 
act went to shipbuilding. The two forms of guaranties aggregate 
£34,888,137 ($169,783,120) to British and foreign shipowners and 
8hi pbuilders. 

The ultimate effect of these guaranties is problematical. All in
terests agree that the acts notably as~,.;sted the unemployment situa
tion and aided in the stimulation of certain industries. Through the 
Chamber of Shipping general-cargo vessel owners condemned the 
acts on account of their adding tonnage to an already overloaded 
tonnage market. Liner organizations saw a good opportunity to 
acquire expensive competitive tonnage at lower interest rates than 
could be acquired in the open money market. Shipbuilders obvi
ously found nothing but praise for the increased shipbuilding 
activity. 

The principal borrowers under the acts were the liner companies. 
The Royal Mail Steam Packet Co. and associated companies and 
subsidiaries obtained about £13,365,000 ($65,000,000). The average 
interest rates on the loans are said to be about 5 per cent, giving an 
advantage of perhaps 2 per cent over the normal average market. 
On the entire amount of the loans, therefore, owners might benefit by 
a net reduction in interest charges of approximately $3,300,000 
annually and in the case of Royal Mail interests upward of $1,300,000 
per year. These approximations are, however, impossible of verifi
cation without knowledge of the interest rates which prevailed on 
the greater part of the loans. 

SU1IlIARY OF FUlIi"DAME1'."'TAL CAUSES 

The fundamental causes of the development of ocean shipping in 
Great Britain during the past century may be summarized as follows: 

Food imports.-The insular character of Great Britain, dense pop
ulation, and inadequate domestic production of food supplies require 
large food imports by sea. 

Manufactured e;rports.-To pay for food imports, equivalent ex
ports of goods or sen;ces are essential. Industrial manufactured 
products form the bulk of exports measured in terms of value. Ship
ping services add invisible exports. Raw materials for conversion 
into finished products form additional imports. 

Ooal.-The cargo flywheel of the ocean carrying trade of Great 
Britain has been coal. As the prime essential to motive power in 
the development of steam shipping, coal supplies had to be available. 
The establishment of British coal stations all over the world and 
the maintenance of stores provided the bulk of the outward cargoes 
necessary to balance the excess of import cargoes. 

Steam power.-The adoption of steam propulsion insured regu
larity and dependability in shipping, if not necessarily greater speed 
during the period of heavy steam-driven wooden hulls. 

Steel.-The adoption of steel and iron for shipbuilding enabled 
builders to produce a larger and lighter hull per given power, thereby 
increasing carrying capacity at relatively decreased carrying cost. 
The metal ship is both a cause and an effect of the industrial age; it 
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made. possible the lll:r~e-scale carryin~ of raw materials and served 
to brmg together BntIsh labor, materIals, and markets . 

./nitiative.-Early adoption of steam power, increase in efficiency 
of steam plants,and production .of cheap steel are essentially British 
developments applied to ocean shipping. These developments served 
to check the ascendancy of the wooden wind-driven commercial fleet 
of the United States. 

Col<mi.a1 communieati01/.8.-Politically the responsibility for main
tenance of communications between Great Britain and the imperial 
colonies rests with the home country. Practically and in principle 
such communications are maintained only by sea through ships of 
British nationality, although at times tenders for services in the 
colonial system were made by foreign vessels and seriously considered. 

SHIPPING'S CONTRIBUTION TO TH'E INTERNATIONAL BALANCE 

.In the estimates of the British Board of Trade as to the balance 
of trade and international payments the national income from ship
ping services is a prominent item. The basis of this calculation is the 
gross earnings of British shipping wherever and however made, and 
these include, besides remuneration for carrying goods and passen
gers, compensation for many other services performed for shippers 
by shipowners through their overseas agencies. From such gross 
earnings there are deduct~d shipowners' disbursements in overseas 
ports for wages, fuel, stores, port dues, commissions, etc. To the net 
earnings thus obtained are added estimates for amounts paid by 
foreign ships in the United Kingdom ports for bunkers, stores, port 
dues, etc. The sum so obtained is described as net national income 
from shipping services in a national sense only and not in the sense 
of profits to the shipping industry. The relation of these estimates 
to the excess of imports in the United Kingdom may be stated in the 
following manner: 

TABLE 3G.-RELATION BETWEEN BRITISH Nn NATIONAL SHIPPING INCOME AND 
EXCESS OF IMPORTS 

Year I 
Excess of 

Britisb im· 
ports of 

merchandise 
and bullion 

1907 ________ £142,000,000 
1910________ 1511.000,000 
1913________ 158, 000, 000 
1920________ 343,000,000 
1921._______ 2fi5,003, 449 
1922________ 170,000,000 
1923________ 100,000,000 

Estimated 

D~r;~~~ Per cent I 

income l 

£85,000,000 
9O,OOO,roo 
114,000,000 

340,000,000 
(0) 

110,000,000 
133,000,000 

60.0 
57.0 
59.0 
99.0 

65.0 
68.0 

Year 

1924 ________ £324,000,000 £140,000,000 
1925________ 38Q,OOO,OOO 124,000,000 
1926________ 475,000,000 120,000,000 
1927________ 390,000,000 140,000,000 
1928________ 358,000,000 130,000,000 
1929________ 366,000,000 130,000,000 
1930________ 3!l2,OOO,OOO 105,000,000 

I Includes disbursements by foreign ships in British ports. 
t Per cent of excess imports. 
I Data not available. 

Sour .. : Board of Trade estimates. 

THE BRITISH COMMERCIAL FLEET 

43.0 
32.0 
25.0 
36.0 
36.0 
35.6 
26.5 

The required sea services of the United Kingdom essential to serve 
an island popUlation of 43,000,000 are those necessary to transport 
imports which in 1913 were valued at £768,734,739 ($.'3,741,047,607), 
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in 1929 at £1,221,591,062 ($5,944,872,900), and in 1930 at £1,044,840,-
194 ($5,084,714,800), and exports (exclusive of reexports) valued at 
£525,253,595 ($2,556,146,600), £729,554,967 ($3,550,379,200), and 
£570,552,946 ($2,776,595,900). For 1930,70 per cent of the value of 
the imports represented food and raw materials, and 80 per cent 'of 
the value of the exports represented manufactured goods. 

The British commercial fleet carried more than 99 per cent of the 
coasting trade. Before the war British vessels carried 90 per cent 
of the trade between the United Kingdom and the rest of the 
Empire.s 

GROWTH OF THE MERCHANT MARINE 

The first steamboat to ply for hire in Great Britain was the Co-met 
on the Clyde in 1811. By 1820 the stea~ fleet comprised 3,018 gross 
tons; 10 years later the tonnage was 10 times as great; in 1840 it 
comprised 87,639 gross tons, and by 1849 it had grown to 158,729 
gross tons. 

The enormous strides made in British steam tonnage and in ship
ping generally during the period 1850-1870 and the current causes 
of this development are. of importance. In 1849 the Parliament 
passed the navigation laws repeal bill (12 and 13 Vict., ·ch. 29) re
pealing earlier regulations that imposed higher duties on goods when 
imported in other than British vessels or vessels of the same nation
ality as the goods they carried. 

The navigation acts that were repealed by the navigation laws 
repeal bill of 1849 were the first comprehensive laws desi~ned to 
make Great Britain supreme at sea. By these acts BritISh and 
colonial trade was restricted to British ships or to ships of the same 
nationality,' as the origin of the cargo. By this one stroke Great 
Britain created a virtual mono:poly which survived for two centuries. 

Discriminatory customs duties on both exports and imports had 
been in force for some 300 years, since 1349. By the provisions of an 
act of 1660 a subsidy of a portion of the customs dues on cargoes 
carried by British vessels was granted, conditioned upon certain 
armament and type of ship. 

The various bounty laws that were passed a century or so later 
were practically all in favor of fisheries and were based politically 
upon the traimng of seamen for a naval reserve, considered an ex
pedient manner in which to obtain seamen. 

These three types of government consideration of British shipping 
had, therefore, prevailed for approximately two centuries before the 
postal-subsidy system came into effect. Navigation bounties such as 
those that have prevailed in France, Japan, etc., during modern mari
time history have at no time been paid in Great Britain. 

PERIOD FROM 1858 TO 1868 

In 1850 vessels entering and clearing ports of the United Kingdom 
with cargoes and in ballast had an aggregate tonnage of 14,505,064; 
in 1860 this total had risen to 24,689,292 tons, an increase of 70 per 

• Cbamber of Sblpping of tbe United Kingdom, Annual Report for 1930--31, p. 215. 
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cent. The inference that the abolition of the old navigation acts 
caused the large increase in water-borne trade is tempered by the 
fact that total entrances and clearances increased nearly 10 per cent 
between 1820 and 1830; nearly 63 per cent between 1830 and 1840: 
nearly' 54 per cent between 1840 and 1850. In 1849 there was no 
scarclty of tonnage nor any immediate prospect of a shortage . 

. Free movement of tonnage in trade with Great Britain greatly 
stimulated t~e general movement. Of 14 nationalities only 4 failed 
to double thelr entrances and clearances during the decade 1850-1860. 
The largest absolute increase in tonnage was that of United States 
vessels, . from 1,215,225 tons in 1850 to 2,834,021 tons in 1860-an 
increase of 133 per cent, and. 1,000,000 tons more than the gain in the 
second rankin~ tonnage, that of Norway.s Norwegian tonnage enter
ing and clearmg British ports rose from 331,664 tons in 1850 to 
948,212 tons in 1860, or 191 per cent. The British fleet rose in total 
tonnage entrances and olearances, but declined in relative position 
from 66 per cent of the entrances in 1850 to 56 per cent in 1860, and 
from 63 per cent of the clearances in 1850 to 56 per cent in 1860. 

Increase in size of vessels, economy in manning requirements in 
their operation, faster speed and larger carrying capaClty, and espe
cially the great strides made in the development of steam tonnage 
were factors in cheapening freights, with advantages t() both the 
shipowner and the shipper. The extension of steam tonnage into the 
foreign trade during this period was remarkable. In 1850 there 
were 86 steamers of British registry engaged in British foreign trade, 
and 447 in 1860. Steam'tonnage increased from 45,186 tons t() 277,-
437. During this decade the applicati()n of steam first began to 
reveal the element of regularity in sea-borne traffic. 

PERIOD FROM 1860 TO 1870 

The period 1860-1870 reversed the position of the British and 
American fleets in British foreign trade. While the sudden reduction 
in United States tonnage in this trade had its immediate cause in the 
events of the Civil War, the cause of its failure of subsequent recovery 
lay in the economic realm of reduction ()f value of wooden sailing 
vessels, in rapidly changing industrial conditions, imd in the new 
fields offered American capital and labor in connection with the 
interior development of the United States. 

Issuance of letters of marque by the Southern Confederacy car!ied 
hostilities. to sea, with the result that a large number of American 
vessels were sold, chiefly to British purchasers. The effect of ~his 
was a reduction of entrances and clearances of vessels of Umted 
States registry in the British trade by 1870 to 1,134,215 tons-a 
loss of about 1,600,000 tons, or almost ~~actly the sa~e as th~ gain 
auring the period 1850-1860. The British commerClal fleet m the 
direct trade between the United States and Great Britain doubled, 
between 1860 and 1866 (from 945,668 tons to 1,853,145 tons) and con-

• Except for a few .teem vessels built for mall .ervice, the foreigu-golng fleet of the 
United States during this period made its large galu. in British trade through Its 
wooden salling fleet of native materlaia and production, which reached Its highest de
,-elopment In the eUpper ship. 
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tinued to gain afterwads. The great bulk of the trade lost by the 
United States fleet was gained by the British fleet. Prior to 1860, 
in the India and China trades as well as in the direct trade with 
Great Britain the American fleet had been gaining. . The sudden 
shift in tonnage gave the British fleet a great impetus--'-a result 
which did not appear likely in 1860. 

RISE OF THE METAL SHIP 

During the period 1860--1870 the first effects of metal ships began 
to be observed. Development of the metal ship and steam propul
sion were to British supremacy what the equally high development 
of the wooden sailing vessel had been to the United States. Iron 
ships were built before 1860, but they were rare; after 1860 they 
became common. Their greater strength, durability, and capacity 
became so apparent that by 1870 the production of wooden vessels 
in Great Britain had almost ceased. The change from wood to iron 
was accelerated by the use of steam propulsion; and, while in 1860 
steam propulsion was used chiefly in mail ships, improvements in 
machinery and in steaming efficiency increased the field in ~hich 
steamers could be used for carrying bulky raw materials such as 
coal and grain. The steamer fleet of Great Britain grew from 
454,327 tons in 1860 to 1,112,934 tons in 1870. 

For timber with which to build wooden vessels British builders 
had to turn to Canada, Georgia, Burma, and Oregon; for cordage 
for rigging they sought materials in the Philippines and on the 
Malabar coast; imported materials made expensive ships. Iron 
ships could be built from native ores and native coal, and skilled 
BrItish labor was available. As soon as steamers were so improved 
that they could carry common cargoes cheaply the disadvantage 
under which the British wooden sailing fleet had been laboring was 
removed. Other nations might produce wooden ships more cheaply, 
but none could produce an iron steamer at lower cost. . 

The results of all these happenings are apparent in the statement 
that in 1848 (the year before the repeal of the navigation acts) the 
foreign tonnage entering and clearmg British ports was 28.8 per 
cent of the total, against the British proportion of 71.2 per cent; in 
1860 foreign tonnage had increased t() 41.8 per eent and British 
tonnage decreased to 58.2 per cent; in 1870 foreign tonnage had de
creased to 29.82 per cent and British tonnage had risen to 70.18 per 
cent. . 

British steam tonnage advanctld from 2,723,468 net tons in 1880 
to 5,042,517 net tons in 1890, 11,513,759 gross tons in 1900, and 
16,767,683 gross tons in 1910. 

PRESENT-DAY BRITISH FLEET 

Great Britain's postwar commercial fleet (power-driven and sail, 
of 100 gross tons and upwards) is thus recorded in Lloyd's"Register 
of Shipping: 



GREAT BRITAIN 201 

TABU!: 37.--GBOWTH 01" THE BBlTISH CoYYEBCIAL FLEET 

P -d' I Sailing if luly 1- Total 0 .. ,. ower nven i,1 Jolyl-_., ....... ] 
---,I 

ar-_ 
ar-___ " 

1913 •• ______ 18,696, ZI7 18, 2l3, 944 ~ 293 I 1924 ________ 
1914 ____ •• __ 19,206, 166 18, 892, 0811 364, 611 1925 ________ 
1915 ________ 19,041,368 ~~~~ l::~ : ~~::::::: 1916 ________ 111,134, 867 19111 ________ 16, 6M, 471 16, 344,843 210. 628 i 19211... ______ 
19211. _______ 18, 330, 424 18, no. 653 219, 111 , 1929 ________ 
1921 ________ 

19, 611.554 19, 320, 053 261,001 [1100('--______ 1922 ________ 19, 295, 631 19, 088, 638 206, 999 I .1931.-______ url3 ________ 
19,281,049 19,1Ll,178 166,371 [ 

• Vessels 01 100 cross tons and npward 
8onree: Lloyd's Register 01 Shipping. 

Total f1 .. ,. 

Or_tou 
19.105,838 
19,440,111 
19,399,191 
19,309,022 
19,876,300 
20,166, 331 
20,438,444 
20,302,905 

power-driven! Sailing 
vessels 1 vessels 1 

-tiIlO 18, 954, 158 161, 

Or __ /Gr_ 
19, 304, 670 136, 011 
19, 263, i8/j 136, 01 2 
19, 179,029 129,993 
19, 154, 001 121,349 
20.016,270 l2o, 081 
20, 321, 920 116, 524 
20, 193, 611 109, 238 

No tonnage figures are available for 1917 and 1918. 
Fairplay's annual summary of British shipping finance for 1930 

states that 6,315,412 gross tons of tonnage owned by the principal 
liner and cargo-liner companies were carried on the books of the 
owners in 1929 at £147,945,940 ($719,978,900) and that 2,070,359 gross 
tons of cargo tonnage were carried on the books 'of the principal 
cargo-boat companies at £29,226,189 ($142,229,250). This accounts. 
for 8,385,771 tons of British seagoing tonnage valued at more than 
$862,000,000. 

EMPLOYMENT OF THE FLEET 

Based on the total net tonnage of vessels entered and cleared be
tween Great Britain and Ireland and British possessions in 1930, the 
net tonnage of British vessels represented 94 per cent of the entrances 
and 95 per cent of the clearances; in the trade with foreign countries 
British net tonnage was 55 per cent of the entrances and 56 per cent 
of the clearances; and in the total trade with both British possessions 
and foreign countries the net tonnage of British vessels was 64 per 
cent of the entrances and 65 per cent of the clearances in 1930. 
British ships before the war carried approximately one-half of the. 
entire sea-borne commerce of the world.' Considering ships to be 
the means by which three-fourths of the commodities exchanged be
tween the individual citizens of the different nations are carried, the 
relative importance of the British commercial fleet in international 
trade is thereby established.-

The position of the British commercial fleet in the trade between 
the United Kingdom and foreign countries and British possessions, 
including only vessels entering and clearing with cargoes, is devel
oped in Tables 38 and 39. 

'Chamber of Shipping of the United Kingdom and Liverpool Steamship Owners" ASS6-
tlntlon: Report of ~ommittee appointed to advise as to the measures for the maintenance 
of the British Mer.,..ntile Marine, voL I, p. 14-

'Idem, p. 1. 

85083--32--15 , 
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TABLIII aB.-ToNNAGE 01' VESSI!lLS WITH CAl!GQE9 ONLY ENTEBED AND CLEARED AT 
PORTS OF THE UNITED KINGDOM IN THE FOREIGN TBADE, 1850-1900 

Stesm and sailing vessels with cargoes only Steam vessels with cargoes only 

Year Total United Total United 
British and British States Percent British and British States Percent 

foreign vessels vessels British foreign vessels vessels British 

---
Gr ... ton. Gr ... t .... Gr ... tom Gro •• ' .... Gr ... ' .... Gr",'om 1850 ________ 
12.020,674 8,039,308 1,215,226 66.8 (1) (1) (1) (1) 1860 ________ 
20, 837, 918 12,119,454 2, 734, 381 58.1 4,706,016 3, 976, 852 8,809 84.6 

1870_ ••••• _. 31,624,680 22, 243, 039 1,134, 216 70.3 13,376, 642 11,825,002 4, 852 88.4 
1880_ ••• __ •• 49,678,950 35,885,868 882,277 72.2 32,124, 066 27,052, 131 139,070 84.2 
1890 •• _ ••••• 62,836,076 46, 406, 250 272, 735 72.85 62,455,760 42, 127, 266 108,558 80.31 
1900 •••• ____ 79,858,144 62, 332, 166 648,188 65.53 73, 282, 900 60, 226,821 531,394 68.54 

I Data not availahle. 

TABLE a9.-ToNNAGE OF VESSELS WITH CARGOES ONLY ENTERED AND CLEARED AT 
PORTS OF THE UNITED KINGDOM IN THE FOREIGN TRADE, 1913-1929 

Power-driven and sailing vessels with cargoes 
only Power-driven vessels with cargoes only 

Year 
Total Brit- British Foreign Percent Total Brit- British Foreign Percent I<h and ish and 

foreign vessels vessels British foreign vessels vessels British 

---
Gr ... ton, Gr .. , lon, Gr ... 'on, Gr ... 'on, Gr ... Ion, Gr .. ,'OfI' 1913-. __ 116, 882, 934 72, 393, 675 44,489,359 60.9 114,539,765 71,931,608 42, 608, 157 62.S 

1914 ____ 99,029,352 61,444,707 37,584, 646 62.0 97,249,948 61,107,049 36, 142, 899 62.8 
1915 ____ 73,253,266 43,242, 268 30,010. 998 69.0 71,259,189 42, 8go, 907 28, 368, 282 60.1 
1916 ____ 65,655,442 37,969,287 27,885,155 67.8 63, 694, 601 37,588,643 26,105,958 69.0 
1917 •••• 49,304, 370 36, 721, 707 13, 582, 663 72.4 48,442,892 35, 643, 102 12, 799, 790 72.5 
19I5_ •• _ 45, 970, 995 34, 785, 211 11,185, 784 75.6 45,820,346 34, 477, 061 11,343, 295 75.2 
1919 •••• 64, 132, 797 44, 042, 507 20,090,290 68.6 62, 935, 989 43,618, 823 19,317,166 69.3 
1920 •• __ 73, 218, 854 49,039,458 24,179,396 66.9 71,936, 038 48, 549, 845 23, 386, 193 67.4 
1921_. __ 73, 520, 775 49,406,203 24, 114, 572 67.2 72, 897, 940 49,244,886 23,653,054 67.5 
1922 •••• 103, 076, 725 66, 291, 376 37,785, 349 63.3 102,574, 383 65, 162, 982 37,411,401 63.5 
1923_ •• _ 121, 783, 017 75, 218, 676 46,564,442 61.7 121, 196, 727 76, 044,617 46, 152, 110 61.9 
1924 •••• 120, 668, 499 78,588,218 42,080,281 65.0 120, 091, 636 .78, 418, 828 41,672, 808 65.2 
1925 •••• 117, 823, 822 79,381,002 38, 442, 820 67.3 117, 281, 324 79,201,919 38,079,406 67.5 
1926 ••• _ Ill, 142, 386 77,390, 123 33, 742, 263 69.0 110. 760, 477 77,242, 620 33, 517, 857 69.7 
1927. __ • 124, 089, 914 82, 785, 214141, 304, 700 66.7 123, 629, 514 82, 651, 397 46, 978, 117 66.8 
1928_ ••• 124, 780, 806 83,592,894 41, 187, 912 66.0 124, 425, 038 83,492,922 40,932, 116 67.1 
1929 •••• 131, 381, 044 86, 085, 172 46, 295, 872 65.5 lao, 978, 312 85, 976,235 45, 003, 077 65.6 

Sources: Statistical Abstmct for United Kingdom from 1913 to 1927, Seventy~"OOond numter, The 
Navigation and Shipping of the United Kingdom, 1929. 

The disastrous effects of the World War upon British coastal ship
ping and the subsequent gradual recovery therefrom, as well as the 
relation between British shipping and foreign shipping in this trade, 
may be seen in the following table: 
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TABLE 4O.-ToNNAGE OF VESSELS WITH CABGOES (AEBIVALS AND DEPARTURES) 

IN THE GENERAL COASTING TRADE OF THE UNITED KINGDOM, 1913--1930 1 

Year 

1913 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1918 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1919 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1920 •••••••••••••••••••••••••••••••••••••••••••••••••• 

!::::::::::::::::::::::::::::::::::::::::::::::::::: 
1924 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1926 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1926 •••••••••••••••••••••••••••••••• : ••••••••••••••••• 
9927 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1928 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1929 •••••••••••••••••••••••••••••••••••••••••••••••••• 
1130 ••••••••••••••••••••••••••••••••••••• ~ •••••••••••• 

Total British 
and foreign 

Ndt .... 
45,066.000 
14, 380, 000 
20. 267.000 
25,820,000 
21,073,000 
28,091,000 
29,494, 000 
31.234,000 
31, 2IlO, 000 
24, 796, 000 
34, 547, 000 
35,861,000 
37,025,000 
35.878, 000 

British 
vessels 

Ndt .... 
44,497,000 
14, 291, 000 
20.009.000 
25.287,000 
2O,S25.000 
27.865,000 
29.097.000 
30,838.000 
31,083.000 
24,620,000 
34, 340, 000 
35,662, 000 
35,751,000 
35,491,000 

Foreign 
vessels 

Ndt .... 
569,000 
89,000 

258,000 
533,000 
248,000 
226,000 
357,000 
396,000 
207,000 
176.000 
207,000 
199.000 
274,000 
387,000 

Per cent 
British 

US. 7 
99.4 
98.7 
97.9 
US. 8 
99.2 
98.7 
98.7 
99.3 
99.3 
99.4 
99.4 
99.3 
US. 9 

I Prior to Aprill, 1923, Includes the oo&stlng trade of the Irish Free State and the movement or shipping 
=':f~ of Northern Ireland and tho Irish Free State; thereafter excludes Intercourse with the Irish 

Source: British 01llclal Trade and N avjgation Returns. 

DEVELOPMENT OF BRITISH SEAGOING PERSONNEL 

The early consideration and adoption of the monopolistic navi~a
tion acts by Great Britain were due as much to the political deSire 
to use the merchant marine as a school for future naval personnel 
as to economic reasons, During the seventeenth century all vessels 
still were potential war vessels, carried armaments, and were at all 
times liable to be drawn into military campaigns or individual en
counters, depending upon political events or upon conditions in the 
trades in which they were operated. It was therefore a matter of 
deep concern to the naval establishment that this potential navy be 
manned so far as possible by nationals in order that the authority, 
discipline, and experience thus acquired might be more effective in 
emergencies. 

The first steam vessels were almost exclusively experimental war
ships; and while they naturally classed themselves apart from the 
commercial sphere, they brought their own problems in the matter 
of securing trained engineers, The demand for engineers soon be
came greater than the supply, and the contemporary records are full 
of controversies between commercial and naval establishments in 
the~r ri:valry for experience~ engineers for sea .service. One f.act?r 
which mfluenced the determmatlOn of the carriage of the malls m 
Government warships of both Great Britain and France was the 
early monopoly of seagoing engineers by the navies. 

As a result of these considerations the development of the sea
going personnel has been closely observed along with the develop
ment of the British commercial fleet. The increase of the British 
power.driven commercial fleet and the decrease of the British sail
ing fleet have brought about increased employment of foreigners and 
lascars. This may be observed in the following table' 
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TABLE 4L-PEBSONNEL OF BRITISH ColUlEllClAL FLEET, 1~1929 

Ye&r 
I · Power-driven vessels . 

Total Bailing 
~mW v~b,I-----.-----.----.-----

em· totaJ 
ployed' ~nneJ British Foreign Lasears ~eJ 

1850________ ___ ____________________________ 152, 611 
1860_ ____ ______ ____________________________ 171, 592 
1870 __________________________________ .____ 195, 962 
1880_______________________________________ 192. 972 
1.890_______________________________________ 236,103 
1Il00_______________________________________ 247, 448 
1913_______________________________________ 256, 260 
1920 _____ •• _ •• __ •• ____ ••••• _. ____ •• ___ .____ 245, 168 
1925_. ____ •• _ ••• _______ • ________ •• ____ .____ 237,232 
19".19' __ • ___ • _______ • ___ •• _._._._.--•• --_... 236, 482 

, Aboard vessels of 100 gross tons and over_ 

Souroe: Statistical Abstract for the Unitad KingdollL 

144, 165 •••••••••••••••••••••••••••••• 
145, 487 •••••••••••••••••••• _ ••• _ •• _._ 
147,207 •••••••• _____ ••••• _. _____ • ___ _ 108. 668 _____________________________ _ 
84, 213 _____________________________ _ 

IiO. 309 134, 163 27, WI 35, 969 
11,544 167,949 29,919 46, 84~ 

4, 942 175, 239 14, 760 IiO. 227 
2, 034 168, 360 11, %9 54, 969 

31. lliO. 018 19, 947 56, 203 

INFLUENCE OF ADMffiALTY CONTRAcrS 

8,448 
26,106 
48,755 
84,305 

151,894 
197,130 
244, 719 
240, 226 
235,196 
236,168 

The effectiveness of Admiralty subventions and Naval Reserve 
personnel in the development of British commercial shipping has 
been unduly stressed. Effectiveness in particular and spectacular 
instances has, in some quarters, been given the weight of a general 
lllltional policy. There is no doubt as to the influence of the Admir
alty subvention in the creation of the Lusitania and the M auretaniaj 
but this instance affected only one company and two ships. The 
general relationship of the Admiralty to commercial shipping can be 
bummed up thus: 

During the first 25 years of steamship development the British 
!..dmiralty performed mail and passenger services, concluded mail 
.!ontracts with privately owned shipping, and specified equipment. 
During at least one-half of this period, however, British shipbuilders 
and marine engineers dealt with a rapid competitive development in 
the industry, wherein private capital entered freely. 

During the last quarter of the nineteenth century the Admiralty 
subsidized certain vessels which were under contract with the British 
Post Office to the extent of paying for extra equipment such as pro
tected steering gears and engine rooms and stiffening for gun plat
forms. These subsidies were given to only a few selected vessels and 
were aimed to cover only the extra cost of features that had no com
mercial value to the owner of the ship. The amounts were too small 
to have any effect upon the revenues of the vessels concerned. 

TIlE AJIERICAN LlNB CONTRACT 

A typical example of an Admiralty contract during this period is 
that of July 9, 1888, between the Admiralty and the American
controlled Inman and International Steamship Cos., which subse
quently became the American Line. This contract had nothing to do 
with mail service, but was in effect an option for the purchase or 
charter of certain vessels owned by the company" from time to time 
cr at any time." 

The contract covered the Oity of Pam at £330,000 ($1,605,950), 
Oity of New York at £330,000 ($1,605,950), Oity of Berlin. at £180,000 
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($875,970), and Oity of Ohicago at £116,000 ($564,515). The com
pany agreed not to offer these vessels for sale without notice to the 
Admiralty to exercise its option of purchase; the price to be paid by 
the AdmIralty to be the value on the day of purchase, plus a sum 
equal to 10 per cent, the "value on the day of purchase" to be as 
above stated less a. depreciation of 6 per cent annually on such value, 
~ubject to certain time limitations and to alterations in case of addi
tional expenditures on the vessels. 

Under its option to charter the vessels the Admiralty might at any 
time hire the Oity of Paris and the Oity of New York for 20s. 
($4.87) per gross ton per month if the Admiralty provided the crew, 
or 22s. 6d. ($5.48) per gross ton if the company provided the crew. 
For the Oity of Berlin and Oity of Oldcago the charter hire was 15s. 
($3.65) per gross ton per month if the Admiralty provided the crew 
and 20s. ($4.87) per gross ton per month if the company providl'd 
the crew. 

The company agreed tOo afford the Admiralty facilities for installing 
on board the vessels such permanent fittings and arrangements for 
armaments as would enable them to be prepared for·sea within a week 
of arrival or discharge of cargo at Liverpool, the Admiralty to pro
vide the racers and other fittIngs and gun. mountings, the company 
to maintain the fittings and to stOtre them in its Liverpool storehouse. 
The company agreed to empJoy crews composed, to the extent of at 
least one-half, of men belonging to the Royal Naval Reserve. 

In consideration of these privileges and the maintenance of the 
vessels in seaworthy condition the Admiralty agreed to pay an annual 
subsidy of 20s. ($4.87) per gross register ton, subject to a reduction 
of 25 per cent during any period in which the vessels were operating 
under British mail contracts. 

THE CUNARD CONTRACT 

From 1903 to 1928 the Cunard contract with the Admiralty called 
for an annual subvention of £150,000 ($729,975) for the Lusitania 
and the Mauretania. This subvention was effective in producing the 
twOo fastest commercial ships in the world and in aiding in their 
maintenance and commercial operation. The investigation of the 
req uired subsidies to make this possible and the exacting requirements 
of speed in these vessels, at the special insistence of the Admiralty, 
have been widely quoted and used in dealing with the problem of 
large and fast vessels. . 

At about the same time the Admiralty disclaimed any further inter
est in vessels of less than 22 knots speed as potential auxiliary cruis- . 
ers, thereby limit~ng its inter.est to only !L few ocean-going vessels 
under Britlsh regIStry. DespIte the AdmIralty subventIOns granted 
the LU8itania and the M aUlI'etcmia, they were considered too large for 
cruiser service in the operations of the World War. The Aqwitania 
was used as an armed cruiser only a few weeks, when it was found 
that the size of the vessel and the expense of its operation were 
incompatible with the conditions imposed by the war. 

PERSONNEL RESULTS 

It undoubtedly is true that the offi{'er~ng and part ~anning o:f ~he 
fast liners with Naval Reservists prOVIde a most SUItable trammg 
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ground for potential naval personnel, which, in case of requisition, 
will aid materially in minimizing confusion in any change of the 
vessels from commercial to military status. But in so far as this 
personnel normally follows the sea professionally in a competitive 
way, its Naval Reserve status will not necessarily reduce personnel 
cost to the shipowner nor make commercial operation more effective. 

Accordingly it may be asserted that in the relationship which has 
existed between the Admiralty and commercial shipping no general 
increase in effectiveness of commercial shipping has resulted except 
in certain mail ships, while commercial shipping has provided a 
training ground for potential naval personnel, the value of which 
probably outweighs the cost to the Admiralty. 

THE WAR AND THE MERCHANT MARINE 

Prior to the World War British economic discussion revolved prin
cipally around the dependence of the United Kingdom on overseas 
supplies of food and the probable results of that dependence in time 
of war. What was then a matter of speCUlation has now become 
history.9 

In 1914 British commercial shipping was generally considered as 
having reached its preeminent position through private initiative 
and enterprise coupled with natural economic forces. During the 
period of the World War British and world shipping gradually 
came under centralized Government control. This centralized con
trol dealt in terms of ownership or direction of shipping, or both. 
In the process the British Government acquired nearly 3,500,000 
gross tons of shipping, not counting the fleets acquired by other parts 
of the Empire, such as those of the Canadian and Australian Gov
ernments. Following the war this control was gradually relaxed 
and the greater part of government-owned tonnage was again re
leased into channels of prIvate enterprise. 

Owing to the important part played by British shipping during 
the World War, some of the principal developments will be dis
cussed in the following pages. Most of the material is based upon 
two volumes of the Economic and Social History of the World War, 
British Series, Carnegie Endowment for International Peace; these 
are Allied Shipping Control, by J. A; Salter, K. C. B., chairman of 
the Allied Maritime Transport Executive, and The War and the 
Shipping Industry, by C. E. Fayle. The first deals with the posi
tion of the British Government during the war period; the second 
is principally concerned with the shipping industry as such. 

IMPORTANCE OF SHIPPING IN THE WAR 

If an adequate history of the war is ever written it will probably give as much 
space to the economic as to the purely military struggle. It was as much a war 
of competing biockades, the surface and the submarine, as of competing armies. 
Behind these two blockades the l'Conomic systems of the two opposing groups 
of countries were engaged in a deadly struggle for existence, lind at several 
periods of the war the pressure of starvation seemed likely to achieve an issue 
beyond the settlement of either the entrenched armies or the immobilized navies. 
The conditions of the struggle were, however, very different on the two Sides. 

• Palgrave's DIctionary of Political Economy. 
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The Central Powers from the first days of the war were cut off from all 
overseas imports except for casual cargoes slipping through the blockade or 
goods from contiguous neutrals. They had no shipping problems, for they had 
no shipping opportunities. Their mercantile marines were from the outset 
penned in their harbors or confined to the immediately adjacent waters.· . Ger
many's economic problem resulted not from the insuffiCiency but from the 
cessation of overseas imports, and was throughout a problem not of transport 
but of internal production and of the distribution of increasingly inadequate 
supplies. • • • 

The Allied Powers on the other hand held the seas throughout the war and 
had the world to draw from, on two main conditions ; one was that they could 
find the money to buy, the other that they could find the ships to carry. The 
first of these was the more important factor until the intensive submarine cam
paign ranged Amel'lica with her wealth on the side of the AllieS) in the spring 
of 1917; the second was the dominant conSideration thereafter till the end of 
the war.'" 

Whatever had been the cause of the development of the British 
mercantile fleet, the effect was that upon Britain's entry into the 
World War British shipping became the key industry upon which 
all British industrial and military activity depended. Shipping im
mediately found itself on the firing line; the very natur.e of its serv
ice drew enemy fire. While all British industrial regions were out 
of range, except for possible air raids,the shipping industry became 
the objective of both offensive and defensive warfare; it became the 
register of the extent of upheaval caused by the war. 

Upon entry into the war it was found, through investigation and 
by experience, that only about 4,000 steamers out of 8,500 steamers 
of 100 gross tons and upwards under British registry, or less than 
one-half of .the total number, were suitable for classification as a 
pool on which the Allies could draw for all purposes, military and 
commercial. The available seagoing fleet worked out to an average 
size of somethin~ like 2,100 gross tons per ship. Two hundred and 
fifty ships were Immediately required for the British expeditionary 
force alone. This number was increased until more than 1,000 ships 
were employed for the naval and military establishment, aggregat-
ing some 6,000,000 tons. . 

REQUISITIONING OF MERCHANT SHIPS 

During August, 1914, the Royal Mail Steam Packet Co. had 10 
out of 48 vessels of 12 knots speed and upwards requisitioned. Six 
out of 13 Cunard ships, due to sail during the first 30 days of the 
war, were withdrawn to act as cruisers and transports, and every 
ship of the Canadian Pacific Railway Co.'s trans-Pacific service was 
requisitioned. 

Upon the outbreak of the war the Cunard Co. owned 16 liners of 
8,000 tons and upwards which were ~mployed i~ the Atlantic se.rv
ice and 9 vessels of smaller tonnage In the MedIterranean. Durmg 
the war the Cunard Co. purchased 9 additional vessels but lost 22, 
leaving the company with 12 ships, only 6 of which ex~eeded8,000 
tons. Prior to the World War the Elder-Dempster Lme had 101 
steamers of which the company lost 36. 

By th~ spring of 1915 one-half of the .tonnage owned by the Royal 
Mail Co. was in the Government serVIce, as well as 42 out ~f 60 
Peninsular & Oriental steamers. Forty-three out of the 73 lIners 

10 Salter, J. A.: Allied Sblpplng Control, pp. 1-2. 
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employed in the North Atlantic trade by members of the Liverpool 
Steamship Owners' Association were under requisition by October, 
1915. By the end of 1915 6,000,000 gross tons were in direct naval 
and military service. 

By 1916, 3,572 ships remained under the British flag in overseas 
trade; 1,313, or 37 per cent, were under Government requisition; 680, 
or 19 per cent, were " directed" by the shippin~ control; 1,579, or 
44 per cent, so-called" free" ships were pernutted to trade only 
under the license of the shipping control. The entire British fleet 
therefore was, in effect, under the supervision of centralized control. 
The entire cold-storage capacity of ships in the River Plate and 
Australian trades had been let to the British Board of Trade for 
the entire period of the war. Thus, the board had a voice in the 
management of the vessels. 

In addition to managing and directing 197 of its own vesseis, which 
made 503 voyages under liner-requisition regulations, th& Cunard 
Co. handled 1,587 vessels on 1,737 voyages for the wheat executive, 
coIlier sections, and other authorities. The Elder-Dempster Co. took 
over the management of 400 ships for the Government. Furness, 
Withy & Co. managed 470 neutral steamers for the Government. All 
tonnage chartered for Belgian relief was arranged by British brokers, 
who presented their commissions and brokerage fees to the commis
sion. Underwriters quoted extra low rates on these ships. 

LEGALITY OF LINER-REQUISITION SCHEME 

The China Mutual Steam Navigation Co. was the only liner com
pany that did not agree to the requisition. regulations laid down in 
agreement between centralized control and the owners. The com
pany instituted suit against the controller for the purpose of testing 
the validity of the liner-requisition scheme. The court decided all 
points in favor of the plaintiff and held that the controller had no 
power to requisition owners' services; that the terms of the requisi
tion letter purported to do so; that the requisition of the ships was 
done in the light of the document as a whole, and that all proceedings 
under it were null and void. 

Having obtained this decision against the authority of t.he Ministry 
of Shippmg, the shipowners did not press their advantage, but on 
the basis of common defense voluntarily' continued the services on 
the part of both the organization and ships. 

FABRICATED SHIPS 

The question of submarine losses having become serious, the con
troller laid plans for a fabricated shi~_ similar in principle to the 
fabrication program laid down in the United States. In 1917 this 
construction program was to include approximately 1,600,000 tons 
and in 1918 2,300.000 tons. Due to labor trouble as well as to a dif
ference of opinion as to the value of the standardized ship, the pro
gram was not fully carried into effect. Thus, the entire production 
for 1917, including standard ships, amounted to only 1,163,000 tons, 
and for 1918 to only 1,600,000 tons. Of 2,750,000 tons completed 
during these two years, 804,000 tons were of standardized con
struction. 
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The total war losses of British shipping amounted to 7,759,000 
gross tons, or 38 per cent of the tonnage under the British flag in 
June, 1914. In all, 8,500,000 tons were' destroyed, captured, or 
wrecked. Less than one-half was replaced by new construction in 
British yards. Of ocean-going ships Great 'Britain lost some 25 per 
cent. 

LIQUIDATION OF GOVERNMENT FLEET 

At the close of the war the British Government promptly sold its 
holdings in ships. Duriqg the period January, 1919, to January, 
1922, Government tonnage was sold and allocated in two broad 
groups-198 cargo vessels of about 1,400,572 dead-weight tons for a 
round sum of about £35,000,000 by the Controller of Shipping, 
and ex-enemy vessels, including 94 passenger steamers, sailing ves
sels, and trawlers of 606,666 gross tons and 324 cargo steamers of 
~923,3?0 . dead-weight tons, for £20,076,216 by the Reparations 
vommlSSlon.ll 

SALE OF BRITISH VESSELS 

The sale of the first group was conducted by Lord Inchcape, h. ead 
of the Peninsular & Oriental Co., in conjunction with Sir Owen 
Philipps, head of the Royal Mail Steam Packet Co., and in agree
ment with the Controller. of Shipping. In the sale of ex-enemy 
tonnage Lord II).chcape acted on behalf of the Reparations Com
mission. The original announcement by Lord Inchcape and" his 
associates, January 16, 1919, stated that they had taken over the 
cargo ships then under construction at cost of construction; that 
British owners who were interested might purchase these vessels at 
the cost of the contract and without profit or fees to the vendors; 
-that the vendors retained sole discretion as to allocation"of the avail
able tonnage to British owners in approximate proportion to the 
losses sustained by them during the war; that no preferences were 
to be given the companies with which Lord Inchcape was associated; 
that any losses resultin~ from the sales were to be borne by Lord 
Inchcape and his assocIates; and that any profits were to be pro
portionally prorated among the purchasers. 

The original announcement offered 137 vessels for sale. On July 
18, 1919,12 Lord Inchcape announced that 156 cargo steamers of 
1,056,821 dead-weight tons had been allocated to various British 
owners, the contracts on which totaled £23,887,400 ($105,720,650 at 
exchanO'e of $4.4258, the average for the year), or about $100 per 
dead-w~iO'ht ton. At the same time he offered 40 cargo steamers of 
343751 dead-weight tons which had been in service. On August 
29 '1919 the London Times reported that the last group had been 
di~posed of. The Times of July 1, 1920, stated that the 198 steamers 
had been distributed at an expense of £850 (about $3,800 at 1919 
exchange). 

The Government-owned cargo tonnage had been offered the British 
market by the British Government a few weeks before the end of 
the war, "but due to the unsettled conditions there were no buyers. 

U London Times. July 1. 1930. and Feb. 23, 1922 • 
.. London Times. July 19, 1919. 
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The lead taken by the Inchcape management by acquiring all the 
Government tonnage had the effect of further stimulating purchases 
at a time when shipping tonnage prices were abnormally hIgh. 

SALE OF EX-ENEMY VESSELS 

The success of the Inchcape sale led to an invitation by the Repa
rations Commission to dispose of the ex-enemy tonnage held by it. 
These sales ran from September 7, 1920, to January 5, 1922. Only 
one attempt was made to repudiate a sales contract, and then the 
Inchcape management was sustained in the courts. In another in
stance, where a vessel could not be delivered in contract time because 
of a strike, the purchaser offered to forfeit a deposit of £17,300 if 
the sale were canceled. His offer was accepted and the vessel was 
resold for a lower price. Nine small vessels of 23,914 gross tons and 
from 10 to 27 years old were sold to German purchasers for about 
£10 (less than $45 then) per gross ton. 

One hundred and ninety-four ex-enemy vessels were sold by the 
Inchcape management direct to purchasers, without brokerage or 
intermediaries, for £13,382,496 ($59,273,750 at exchange of $4.4292, the 
average for 1922, but rates averaged lower than this in 1921 and 1920). 
On deferred payments in the sale of ex-enemy tonnage one-half of 
the purchase price was paid upon signing the contract and upon 
delivery of ship. The remainder, covered by mortgages, was to be 
paid in installments of 10 per cent at the termination of each of five 
succeeding periods of six months. Outstanding payments were to 
bear bank rates of interest with a minimum of 5 per cent. Both 
mortgages and bank guaranties were accepted. Only 19 vessels were 
sold under the mortgage plan, the remainder being covered by bank 
guaranties. . 

As previously said, Inchcapesold, in all, 418 ex-enemy ships-94 
passenger ships of 606,666 gross tons and 324 cargo ships of 1,923,350 
dead-weight tons-realizing £20,076,216, or more than $97,000,000. 

The cost of disposing of the ex-enemy vessels included an out-of
pocket expense of £19,338 covering items of advertising, technical 
staff, auction fees, Lloyd's surveys, printing and stationery, tele
grams, postage, and legal expenses, and an Inchcape management 
expense of £8,095 covering staff expenses in selling the vessels, agree
ing to claims for bottom damage, transfer of vessels, and receiving 
money and paying it over to the Government. The management 
expense was equivalent to 9~d. per£l(jO on the total receipts from 
ex-enemy sales. Bot~ expense items work out to 2s. 7%,d. per £100. 

FACTORS AFFECTING SALES 

In considering the Inchcape sales some of the factors that con
tributed to the high tonnage market in the United Kingdom are of 
special interest: 

1. In the first place the great bulk of British tonnage was still 
under Government requisition and direction. This placed the Gov
ernment in a good position in respect of releasing or withholding 
tonnage that might affect the sales market. 

2. Consideration must be given to employment and to the general 
displacement of transport, and the redirection from short to long 
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routes of shipping. Thus, for example, since Germany and Russia 
were out of the commercial scheme, sugar that previously had been 
imported from Germany, grain from the Black Sea, and timber and 
daIry products from the White Sea and Baltic districts-had to be 
carried from the long overseas routes, with a consequent increase of 
the number of ships for ,p,ven services. 

3. The general congestion of all ports, conditions of railway equip
ment, shortened hours of labor, and labor inefficiency, together with 
the g:eneral coastwise situation, contributed to the slowing' up of 
carrymg power. 

The coastwise situation is significant, since during the war the 
railways had undercut the coastwise rates to a point where it was 
practically impossible for the coastal fleet to compete. On all import 
and export cargoes shipped coastwise the Government subsidized the 
trade to the extent of absorbing the difference between the railroad 
rates and the cost of operation of coastwise steamers. This subsidy 
in turn stimulated the tonnage market to the extent of enabling 
vessels again to enter the coastwise trade. 

Further limitation on bunker and coal-export schedules created an 
element of loss of time that resulted in bunkering in foreign ports 
for round voyages, creating a general reduction in efficiency and 
carrying power of the tonnage. 

THE TONNAGE MARKET 

The British Chamber of Shipping estimated that as the net result 
of all these factors the carrying power of the British fleet was re
duced by 30 to 40 per cent, contributing to the stimulation of the 
tonnage market at the time when Lord Inchcape was carrying on 
the sales campaign. F.'~rthermore, a month after the second Inchcape 
deal was made in AprIl, 1919, the Chancellor of the Exchequer an
nounced the reduction of excess-profits tax from, 80 per cent to 40 
per cent, which created a rush of speculative buying in ships. A 
year later the excess-profits tax was raised to 60 per cent plus an 
extra 5 per cent. In the meantime the tonnage market had reached 
unheard of heights. 

The change in tonnage as a result of the war and the potential 
market for the disposal of Government-owned tonnage m Great 
Britain during the period 1919-1922 is brought out in the following 
figures covering ships of 1,600 gross tons and above: 

Tonnage deduction, all causes _____________ gross tons __ 9,451,975 
Tonnage addition, all sources ___________________ do ____ 6, 341, 825 
Tonnage net loss _______________________________ do ____ 3,110,150 
New construction for sale ___________ dead-weight tons __ 1,400,000 

The net loss in British overseas tonnage was approximately 3,000,-
000 gross tons or two and one-half times the new dead-weight ton
nage available' for sale under the Inchcape program .. The ~o.ss repre
sented tonnage which previously had been employed In BrItISh trade 
on British trade routes. 

GOVERNMENT CONTROL OF MEAT TRANSPORT 

Another instance of Government control is provided by the arrange
ments made for handling the Australian and River Plate meat supply 
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during the period of the war. To insure supplies to the British and 
French Armies the British Board of Trade" contracted for the entire 
meat output of Australia and New Zealand as well as for the greater 
part of the Argentine supply, thus creating a monopoly of the Aus
tralian and New Zealand product. In the River Plate the Board of 
Trade contracted for the entire cold-storage space on British ships 
trading to that section, thus acquiring a monopoly on ship space. In 
A:pril, 1915, by order in council, all cold-storage capacity in British 
ships usually engaged in Australian, New Zealand, and South Ameri
can services was requisitioned for the carriage of refrigerated 
products. . 

The freight rate per ton of 40 cubic feet of refrigerated space 
ranged from 50 to 60 shillin~s for the period of the war, an advance 
of about one-half on the freIghts for July, 1914. When more space 
was available than was needed for Government transport, the Board 
of Trade resold the space at market rates. 

The cold-storage space agreement with owners expired in March, 
1920. The Board of Trade extended the agreement until November, 
1920, for the benefit of the Australian Government in order to re
lieve that administration of a large accumulation of meat. The lines 
agreed to supply the Government with all the cold-storage space 
needed until April 30, 1921. The Government, through the board, 
in return agreed to increase the rate from 132 to 144 shillings per 
ton to cover increased cost of coal. 

The Government's meat contraet in the River Plate expired on 
the last day of 1919. If the requisition were to be lifted this would 
expose steamship owners to pre-war rates and post-war expenses. 
The Board of Trade accordingly protected the lines and extended 
the right of requisition, charging meat companies rates as of the 
ap:reement of March, 1919, and exercised this privilege until August, 
1921. 

DEVELOPMENT OF BRITISH SHIPBUILDING 

The rapid development of British shipping was, as stated, largely 
due to the early adoption of steam propulsion during the period of 
wooden or composite hulls and the similar adoption of the metal 
ship as soon as improved steel processes made cheap production of 
larger ships possible. The development of the British shipbuilding 
industry therefore was coincident with the development of the steam 
fleet. " " " 

It was estimated by the Booth committee 18 that the capital in
vested in shipbuilding and marine engineering before the war was 
not less than £35,000,000 ($170.000,000) and that the annual output 
exceeded a gross selling value of £50,000,000 ($243,000,000). 

EXTENT OF INDUSTRY 

The third census of British production taken in 1924 placed the 
value of shipbuilding products, that is, vessels completed and other 
wo.rk of con~ruction and repair, at £51,225,000 ($249,286,500). Re
paIrs comprIsed £16,652,000 ($81,037,000) of this total, or 32 per 

.. DepartmeDtaI committee. Sir AlfrP.d A. Bootb, ehairmaD: Report 00 Shipbuilding 8Dd 
Marine Engioeerioc, July, 1918. Commaod Paper 11092, 1918. 
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cent of all work carried out in shipbuilding yards. In the first cen
sus of production of 1907 the value of shipbuilding activities was 
given as, total, .£37,091,000 ($180,503,400); repair work, .£8,371,000 
($40,737,500), or about 23 per cent of the value of all work done 
that year. . 

Shipbuilders who also made reports for the engineering trades in 
1924 produced machinery products to a value of .£13,662,000 
($66,486,000) . . 

Ships and boats launched in Great Britain and Ireland in 1924 
and exported had an aggregate tonnage of 162,000 gross tons, or 11 
per cent of the recorded tonnage launched; in 1907, 576,000 gross 
tons, or 34. percent of the tonnage launched that year. 

The net output of shipbuilding yards in. 1924, that is, the amount 
by which the total value of the work done (.£51,225,000) exceeded 
the cost of materials used ('£29,003,000) WllS £22,222,000 ($108,143,-
400). The net output per head of persons employed was .£164 ($795) 
in 1924 and .£98 ($475) in 1907. 

Employment in shipbuilding yards, including engine works, in 
1924 was 176,525, as compared with a total of 187,095 for 1907. 

LAUNCHINGS IN RECENT YEARS 

Lloyd's Annual Summary shows the gross tonnage of vessels 
launchedin Great Britain and Ireland in 1900, 1907, 1910, and 1913-
1930to have beEln: , 

TABLE 42.-VESSELS LAUNCHED IN GREAT BRITAIN AND IRELAND' 

Year 

190(1.. ••••••••••••••• 

:m::::::::::::::::: 
1913 ••••••••• ; ••••••• 
1914 •••••••.• _ •••••••• , 
1915 ••••••••••••••••• 
1916 ••••••••••••••••• 

Launchings 

Gr ... 10m 
1.442,471 
1,607,890 
1,143,169 
1,932,163 
-1,683,553 

660,919 
608,235 

J Bee (ootnote I, p. 193. 

Year. 

1917 .• " •••••.•••••••• 
1918 ••••••••••••••••• 
1919 ••••••••••••••••• 
1920 ••••••••••••••••• 
1921-. •••••••••••••••• 
1922 ••••••••••••••••• 
1923 ••••••••..••••••• 

Bouroe: Lloyd's Annual Summary. 

Launchings 

GrOBBtO'll8 
1,162,896 
1,348,120 
1,620,442 
2,055,624 
1,638,062 
1,031,,081 

645,651 

Year 

1924 .•••••••••••••••• 
1926 ••••••••••••••••• 
1926 ••••.•••••••••••• 
1927 •.•.••••••••••••• 
1928 ••••••••••••••••• 
1929 .•••••••••••••••• 
1930 ••••••••••••••••• 

HISTORY OF MODERN SHIPBUILDING 

Launchings 

GrOBI tom 
1,439,885 
1,084,633 

639,568 
1,225,873 
1,445,920 
1,522, 623 
1, 478, 56~ 

The foIl' owing quotations from the Balfour Committee reports con" 
cisely state the history of British transport services and the develop
ment of the modern ship: 

The history of modem shipbuilding dates back to the middle of last century. 
At the end of the Napoleonic wars the British merchant fleet consisted of some· 
thing like 25 000 vessels, aggregating according to the rules of those days some 
2,500,000 tODS. A few of the East Indiamen were of over 1,400 tons; but with 
these exceptions the largest vessels did not exceed 700 tons and the average size 
was only about 100 tons. The total tonnage and the number of ships remained 
about constant for many years, and" it was not unti11850, when the navigation 
laws had been repealed, that any material advance was made by the shipowners 
of Great Britain in the improvement of their vessels."" 

"Lindsay, W, S.: History of Merchant Shipping and Ancient Commerce, p. 492. 



214 SHIPPING AND SHIPBUILDING SUBSmmS 

Under the navigation acts no ship was entitled to the privileges of a .. British 
ship" in the carrying trade of the United Kingdom and the colonies unless it 
was both British built and British owned and navigated. Consequently the 
British shipbuilders had a protected market; but they were not well placed for 
their supplies of the raw material then in use-timber-and they were not able 
to compete in price with the shipbuilding yards in countries with abundant sop
plies of suitable timber. For example, it appears from the evidence placed 
before Parliament when the repeal of the navigation laws was under considera
tion that the comparative cost of a well-found ship was then £10 11s. 6<1.. a ton 
in Danzig, £12 a ton in the United States of America, and £15 a ton in Great 
Britain. The result was that about the middle of the century the shipbuilding 
in the United Kingdom and the British Empire was very little in excess of the 
production in the United States. 

In 1849 the navigation acts were repealed and, as a result of this and of the 
partly consequential paSSing of the merchant shipping act, 1850, and the mer
chant shipping consolidation and amendment act, 1854, the whole of the carry
ing trade of the United Kingdom and its colonies was thrown open to shipa 
under all fiags and wherever built. The British shipbuilders thus lost their 
assured market, and at the time they regarded the future with great apprehen
sion. As events showed, the industry was at the beginning of a period of vast 
development and expansion, during which changes were to occur in such funda
mental factors as the material of which vessels were built and their motive 
power. Iron plates were beginning to come into use in shipbuilding, and the 
steamship, although still in its infancy, had established its commercial value. 

In 1850 both the iron and the engineering industries were already well estab
lished in the United Kingdom, imd as those industries had been developed in 
and around ports in the United Kingdom excellent facilities were available for 
the building of ships within easy access to abundant supplies of coal and iron. 
It was the increasing demand after 1850 for iron ships and steamships that 
gave the British shipbuilding industry its opportunity, and skill and enterprise 
turned to the best account the natural resources of conveniently placed coal and 
iron. In other words, the change implied that ships were made of a raw mate
rial exceptionally easily available in Great Britain instead of one of which 
other countries had a more plentiful supply. 

CHANGE IN MATERIALS 

Adoption of iron.-Iron vessels had existed on canals in England as ('arly as 
1812. The first iron seagoing vessel was built at Horsley in 1821. The first iron 
vessel to be classed at Lloyd's Register was the Sirius (1831), built in London. 
In 1844 the Great Britain, 322 feet in length, designed by BruneI, was placed in 
the Atlantic trade. It was not, however, until 1855 that Lloyd's Register pub
lished their first rules for iron shipbuilding, and in those rules iron shipbuilding 
'Was described as being" yet in its infancy .. ; and iron steamships did not begin 
to displace sailing ships rapidly until some 15 years later. 

The compOsite era.-It is worth mentioning briefly that, as the use of iron 
extended, an attempt was made during the fifties and sixties of last century to 
maintain the sailing vessels. In order to do so, improvements were made in 
both design and construction. The design of the Clipper ship was much finer 
than that of the ordinary cargo carrier, so that a great increase of speed was 
achieved; and, further, the .. composite" system of construction was evolved, 
by which an iron framework, partially plated, was combined with a copper
sheathed wooden skin, thus avoiding the loss of speed consequent upon the 
tendency of an iron bottom to become fOUl rapidly in sea water. The result was 
the evolution of such vessels as the Cutt" Sark, considered to be the fastest 
sailing ships ever built. The continued improvement of steam vessels and the 
blow struck at sailing vessels in the eastern trade by the opening of the Suez 
Canal (1869) caused the failure of this attempt, and by 1810 the construction 
of composite ships had almost entirely ceased. 

Adoption of 8teeZ.-The continued improvement of steam vessels was largely 
due to the fact that. in the meantime, another development of the first impor
tance was in progress-the substitution of steel for iron in ship construction. 
Here again British shipbuilders took the lead. The first steel ship was built in 
1858, but there was considerable prejudice against its use, while, consequent 
lIpon the small demand, the price of steel was high, being in the year mentioned 
nearly six times as expensive per ton as iron. How slowly steel was adopted 
will be seen from the following: 
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Tonnage owned in the United Kingdom at the end of: 1858-iron vessels 
492,916 tons, steel vessels 111 tons; 1860--iron 515,968 tons, steel 713 tons; 
186a-iron 638,005 tons, steel 828 tons; 1864-iron 822,367 tons, steel 6,331 tons; 
1866--iron 1,097,745 tons, steel 16,710 tons; 1868-iron 1,191,096 tons, steel 
8,813 tons. 

In 1877 Lloyd's Register, after 'exhaustive eX'periments, adopted rules for 
the building of steel ships, under which a great reduction in the weight of the 
hull, and therefore a great ·increase in the carrying power of the ship became 
possible, whilst at the same time, owing to the use of steel for the boilers, 
greatly increased steam pressure could be used, and thereby marked economy 
«/reeted in fuel consumption. From that date the steel vessel steadily replaced 
the iron, and before the end of the century the number of shills built of iron had 
tallen to nil. 

CHANGE IN POWER 

Small vessels propelled by steam power had been experimentally constructed 
in France, in the United States, and in Great Britain before the end of the 
eighteenth century," but the earlies~ steam vessels to ply for hire were Fulton's 
Clermont in New York .in 1807 and Bell's Comet on the Clyde in 1811. The 
Atlantic was first crossed under steam power alone by the Sirius in 1838. 
Nevertheless, the adoption of steam was slow. In 1850 steam vessels repre
sented less than 5 per cent of the total tonnage of the United Kingdom. 

In the 20 years from 1850 to 1870 steam tonnage owned in the United 
Kingdom Increased from 168,474 to 1,112,934, or by 944,460 net tons, but in the 
same period sail tonnage had increased from 3,396,659 to 4,577,855, or by 
1,181,196 net tons. In the following 10 years, from 1870 to 1880, the tonnage 
built in the United Kingdom averaged 447,167 net tons a year, of which 141,767 
were in sail and 305,400 in steam. By 1880 the steam tonnage owned in the 
.United Kingdom had increased to 2,723,468 by an addition in the 10 years of 
1,610,534 net tons, whilst the sail tonnage had fallen to 3,851,045 by a decrease 
in the 10 years of 726,810 net tons. After 1880 the building of sailing ships in 
the United Kingdom further declined, until before the war the yearly output 
had fallen to between 20,000 and 40,000 net tons, as against a yearly output of 
from 800,000 to 1,000,000. net tons of .steam tonnage .. 

CHANGE IN SIZE AND SPEED 

The BritlUlnia, the first vessel of the Cunard lIeet, which was built in 1840, 
was of 1,154 gross tons. The Persw, launched in 1855, was of 3,600 gross tons 
and was then the largest steamer In the world. These figures give some idea 
of the size of steamships in the middle of the. century. A steady increase 
went on, and at the end of the century the largest vessel in the world was the 
OceaniC, of 17,275 gross tons. In 1903 the L1/,8itania and Mauretania, of approx
Imately 32,000 gross tons, were commenced. A very great increase in speed 
was alsO achieved during the period, this being obviously equivalent, from the 
transportation point of view, to an increase in the size or number of ships. 
The Britannia's speed was 8% knots, that of the first Oceanic (1871) 14~ 
knots and that of the fastest liner at the end of the century, the Kaiser Wi!
lte!m der Grosse, nearly 23 knots. The average speed of the Mauretania, [then] 
the fastest liner alloat, is over 26 knots. 

EVOLUTION OF NEW TYPES OF VESSELS 

It is impossible to summarize at all brielly the changes that .have taken 
place since the middle of last century in the types of vessels bUIlt. It can, 
however be said that in addition to the increased size of the vessels and the 
improve:nents in desi~; construction, and. speed, numerous entirely ~ew tYpes 
have been created. For example, there IS the development of refrlgerntlOn. 
Tbe lIrstcargo of frozen meat was brought from Australia to England in 1879, 
the first cargo of fruit was brought with refrigeration from Jamaica to Enl:land 
in 1896 and the lIrst large cargo of dairy produce was brought from Australia 
in 191i. There are now alloat a lIeet of vessels capable of carrying, 011 the 

.. As regards Great Britain, tbe experiment" conducted by MUler, Taywr, and 
Symlnlrton re.ulted In a vessel being driven by steam power olone on Dalswlnton Loeb, 
Dumfrle., as early 8S 1788. 
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longest ocean voyages, fresh meat, fruit, and dairy produce. The introduction 
of this type of vessel has effected fundamental changes in the food supplies of 
many countries,and in dOing so has brought into the markets of the world as 
buyers of manufactured goods the producers of those supplies. . 

Another important development is that of the .. tankers," or vessels carrying 
oil in bulk, the first of which was built in 1886 and had a capacity of 5,000 tons 
ot oil. Previously petroleum was shipped in barrels or tins, a method which 
was not only costly but involved loss of carrying space and lengthy periods 
of loading and discharge. The specially designed tankers carry thousands ot 
tons of oil-the common capacity being about 9,000 tons, though 21,000 tons has 
been reached-which can be loaded or discharged in a few bours. The infiu
ence of this type of vessel upon the growing use ot oil throughout the world, 
with all the effects of that development, bas been of the first importance. The 
principle of carrying cargoes in bulk in specially designed vessels applies also 
to other commodities than oil; for example, coal, ore, and grain. 

IMPROVEMENT IN ENGINE DESIGN 

The developments in engine power and efficiency have been as striking and 
as rapid as the changes in the methods of ship construction. By 1~ tbe 
advantages ot the screw propeller over the older form ot paddle had" been 
convincingly demonstrated, and the replacement of paddles by the screw was 
becoming general. Tbe early engines of the side-lever and direct-acting type 
were followed by· tile compound or double-expansion engine. Tbe design of 
boilers steadily improved, the old fiat-sided box boilers giving place to cylin
drical boilers, and higher steam pressures were attained, the maximum rising 
from 30 pounds per square inch in the early days to 70-80 pounds in the middle 
seventies. In the early eighties the triple-expansion engine made its appear
ance, while, with the introduction of steel, boiler pressures were increased still 
further to 150 pounds. Quadruple and even quintuple engines followed in the 
late nineties, with boiler pressures up to 220 pcunds, and twin, triple, and 
later quadruple screws to obtain the power necessary for the large fast ships 
then being built. 

At the beginning ot the present century the steam turbine revolutionized 
hi/!'h-speed traffic. The first vessel fitted with turbine machinery was built in 
1897, and this type of machinery was rapidly adopted for warships, cross
channel vessels, and fast liners, the Ltlsitania Rnrl Mau~'etania, which were 
rommenced in 1903 and launched In 1906 and 1907, being so fitted. For 20 
knots and upwards the turbine had no rival, hut it was found to be uneco
nomical in coal consumption at lower speeds. In 1910 geared turbines repre-
sented a further advance. . 

Other improvements during the present century include the development of 
water-tube boilers, which have entirely displaced the cylindrical type in all 
warships; the extensive use ot oil as fuel instead ot coal; the growth ot the 
intemal-combustion engine, the first vessel, an oil tanker, having been fitted 
with one in 1907; and the introduction of turbine-driven and electrical auxiliary 
machinery. Oil burning, with its greatly increased efficiency in stOking and 
bunkering operations, has superseded coal in all naval vessels and in most 
of the important ocean liners, although in many cases an alternative installation 
Is fitted for reverting to coal bnrning should the circumstances dE>mand it. The 
advent of the DiesE>I, or heavY-Oil engine (which originated in Germany but 
was first dE>veloped in Holland and Denmark shortly before the war), opened 
up another field of immense possibilities. 

With the successive developments in marine engineering, coupled with the 
marked increase in hull effiCiency, the average coal consumption tor the ordi
nary c:argo steamer fitted with steam reciprocating engines had dropped to 
1.65 pounds per horsepower per hour in 1911 and to 1.45 pounds by 1914. The 
corresponding figure in 1926 was 1.40 pounds. In addition a steady improve
ment in hull design bas resulted in the achievement ot greater speed for a 
given horsepower. 

POSTAL CONTRACT SERVICES 

Conveyance of mails by sea. between various parts of the United 
Kin~dom, between the United Kingdom and British colonies and 
dommions, naval stations, and protectorates, and between the United 
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Kingdom and Europe as well as other parts of the world, is provided 
for in the budget estimates of Great Britain covering the expendi
tures of the British post office under the general title" Packet serv
ices." These services are divided into two broad classes-" home 
packet services" and" foreign and colonial packet services." 
. "Home packet services" relate to the carrying of mails between 
parts of the United Kingdom, including near-by islands, and are 
purely a domestic service, conducted by vessels between points where 
land transportation is inconvenient or impossible. In this manner 
they bear the· same relationship to British commercial shipping as 
do the local coastal services of Norway and Italy. 

The "foreign and colonial packet system" comprises the network 
of sea services that provides both scheduled sailings under contract 
for the purpose of carrying the mails and official channels of com
munication between the United Kingdom and the rest of the world; 

Since 1837 the foreign contract system has been maintained pri
marily through privately owned vessels. Prior to that year essential 
mail services were provided by the steam packets of the Admiralty; 
and Admiralty packets continued to supply many of the local serv
ices and for some time after the adoption of the first private con
.tracts, as was the general practice of the Government-owned steamer 
services for mails and passengers then being operated by Norway 
and France. 

The outstanding features of these services. are discussed in the 
pages following, particular attention being given to the eastern 
colonial system and some of the more important phases of the trans
Atlantic postal-contract system. On page 253 will be found a state
ment of the total annual appropriations for the postal-contract 
system covering the period 1901-1931, including the World War 
period. Services performed under contracts with the colonial or 
dominion ~overnments are considered under the general titles of 
those colomes or dominions. (See Australia, p. 405; Canada, p. 461; 
New Zealand, p. 506; and South Africa, p. 604.) 

BRITISH POSTAL COMMUNICATION WITH THE EAST 

:Most important of all colonial communications. systems is the 
British postal-contract system to the East; its development comprises 
practically all phases of government responsibility in the mainte
nance of reliable communications between a home country and 
colonial subjects and in the elimination of time as a barrier to politi
cal and commercial intercourse betweep. widely separated parts of a 
colonial empire. . . .. 

British steamer serVIces to the East have been contInuously maIn
tained under government contract for nearly a century. These were 
the first contracts for overseas services by privately owned and op
erated power-driven vessels. These services have c~ntinuously p~o
vided essential mail, passe~ger, and t~an~port serVICes for BrItIsh 
official travel and commerCIal commumcatIon, and the payments by 
the British and colonial Governments for the established regularity 
and speed of these serv~ces'has ~~n, and still is, the largest single 
item of official expense In the. BrItIsh postal-contract system. Thus 
out of a total appropriation of £820,570 ($3,993,300) by the home 

85083-32::--16 
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Government for the year 1930-31, £367,000, or approximately 46 per 
cent, was provided for services through the Suez Canal. 

The conflicting interests of governmental departments in relation 
to demands upon ocean communications, the conflicting interests of 
component parts of a colonial empire, and the adjustment of these 
differences to the best public interest comprise an important part of 
British Government procedure during the past century. Entire 
volumes of the British Parliamentary Papers are devoted to the 
postal-contract system. Reports of numerous parliamentary com
mittees, beginning with the Select Committee on Steam Navigation 
to India in 1834, contain exhaustive technical discussion of steam 
navigation and its relation to the public. 

This official record reveals a consistent public demand for elimina
tion of time and increase in speed in ocean services on the one hand 
and a careful adjustment of this demand to reasonable commercial 
possibilities on the other hand. For these reasons the next few para
graphs are devoted to a historic sketch of the development of the 
services to the Far East. 

EARLY SERVICES TO TBE.EAST 

Great Britain m,ay justly claim a considerable portion of the credit for open
ing the commercial routes to the East. The story of the origin of communica
tion between Europe, India, and the East, both overland and by sea, is full 
of interest. In the early days of history the route to India was mostly overland 
via Syria and Persia, and, indeed, the story of the Book of Genesis and. of the 
Chronicies of the Kings of Israel is the geography of this route. Later, when 
these overland routes were closed by the Mohammedan power in the fifteenth 
century and other means of transit had to be found, it was by way of the Cape 
of Good Hope that traffic then passed; and, later still, when the need for 
quicker transit arose, via the Red Sea. The Honorable East India Company 
had steadlly obtained control of the eastern routes, not as the result of any 
sudden triumph but by steady endurance after a century and a half of frustra
tion and defeat, and it was by ships of that company, running between India 
and Suez, that the connection between England, Egypt, and the East was 
maintained in the seventeenth and eighteenth centuries. 

In 1834 a select committee of the House of Commons 18 inquired into the means 
of providing communication by steamer with India, and resolved in their report 
dated July 14,1834, that the establishment of regular and expeditious commnni
cation by means of steam vessels was an object of great importance, both to 
Great Britain and to India. "' "' "' Previously to this, however, in 1830, 
Gen. F. R. Chesney had begun to interest himself in an improved line of com
munication with India either by the so-called .. overland route" across Egypt 
or by that through Mesopotamia and the Persian Gulf. He was in Egypt in 
1830 and reported on the mail route through the Red Sea, and in the following 
year proceeded overland from Beirut to Amah on the Euphrates, to discover 
whether that river was navigable from there to the sea. He rather favored 
the Euphrates route on account of its being 170 miles shorter than the route 
by the Nile and Red Sea. Ultimately, General Chesney transported two 
steamers in sections from the Mediterranean to the Euphrates, where he put 
them together, and ran them. "' • "' In 1833 Lieut. Thomas Waghorn 
started his enterprise of the carriage of mails across Egypt, thence conveying 
them by the Red Sea to Bombay, and in a circular letter, dnted Jnnunry 8, 1835, 
he said: 

.. I write to inform you and other merchants connected with India that I 
leave London on Tuesday·the 5th and Fa!mouth on Friday the 8th February, 
by the steam packet for Malta. On my arrival there I leave again forthwith for 
Alexandria, from there by land to Suez, sail down the Red Sea (wind is fair), 
across the sea for Bombay, where I expect to arrive in 70 days from England. 
On this occasion I shall carry as many single letters as I can get at 5 shillings 
each. . 

10 House of Commons Paper No. 478, 1834. 
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"Any letters that your firm or your friends may wish to send by this quick 

opportunity for India I shall be glad to take. I shall be in England again in 
November next, and in all probability go (should a steam communication not 
be established between England and India) annually in February by this route 
so that once a year we may be certain of a quick communication with India." IT 

ORIGIN OF THE .. P. ,. 0." 

The Peninsular & Oriental Steam Navigation Co. was the first 
commercial enterprise to carry the mails overland to the East and is 
the most important of all British colonial communications systems 
by reason of nearly a century of operation and by the extent of its 
services. Since 1837 the company has continuously been under con
tract with the British Government to provide mail services and essen
tial passenger and communications facilities to the Spanish Peninsula 
and the East. . 

Following the experimental stage of the operation of Admiralty 
packets between India and Suez, this pioneer commercial enterprise 
undertook to carry the mails for considerably less than the Ad
miralty packets had cost and, moreover, injected regularity, the basis 
for all early subsidies to steam navigation. 

The Peninsular Co. was formed by two ship brokers,Messrs. 
Willcox and Anderson, who had been instrumental in bettering the 
mail service between Falmouth and Lisbon. The original name, 
the Peninsular Co., was derived from the operation to the Spanish 
Peninsula. The first contract was concluded by negotiation after 
public bids had failed to produce competent bidders. 

EAST INDIES AND AUSTRALIA SERVICES 

PIONEER SERVICES TO SPANISH PENINSULA 

The first contract for the conveyance of mails by the interests which 
were to become the Peninsular & Oriental Co. was concluded on 
August 22, 1837, between the commissioners for executing the office 
of Lord High Admiral of the United Kingdom of Great Britain and 
Ireland and Richard Bourne, shipowner. The contract provided for 
weekly mail services from Falmouth to Vigo, Porto, Lisbon, Cadiz, 
and Gibraltar and return by steam vessels on a time schedule not 
exceeding 216 hours from Falmouth to Gibraltar.18 

The contract was for three years from September 4, 1837. If 
notice of termination was not given within six months before expira
tion, the contract was to contmue in force until six months' notice 
of termination had been given. The Admiralty required the con
tractor to fit each vessel with armament consisting of 6, 9, or 12 pound 
guns, 20 muskets, 20 pistols, 20 swords, and 30 rounds of powder and 
ball, and stipulated that o.n eac~ ship a naval officer should be car
ried. The payment for thIS ser!lce wa.s £29,600 ($144,000) Il;nnually, 
subject to reduction of £3,500 If Spam and Portugal remItted all 
port dues.. . . 

In 1839 the BritIsh Government effected a conventIOn WIth the 
French Government for the transmission of mails for and from India 

JI Montbly Journal of the International Postal Union, Vol. LXV, No. 12, December, 

19~9Sf~o~~tl~;;.rs, House of Commons, vol. 36, 1847, Paper No. 117. 
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through France via Marseille. From Marseille a British Admiralty 
vessel conveyed the mails to, Malta, whence, with the larger and heavier 
portion which by arrangement was conveyed by the Peninsular & 
Oriental steamers via Gibraltar, they were taken to Alexandria. 
But these arrangements did not work -regularly and the Peninsular & 
Oriental Co. was asked to submit a plan for establishing a more 
rapid and regular means of transportation to and from the East. 
The proposals made by the company being satisfactory, this service 
was undertaken. ' 

EXTENSIONS TO ALEXANDRIA. CALCUTl'A, AND HONG KONG 

Ewtensi()'fl, to Alewandria.-The contract for the extension of the 
Peninsular operations to Alexandria was concluded August 26, 1840, 
between the Admiralty and Richard Bourne, Joseph Ewart, and 
Francis Carleton, "three of the directors of the Peninsular & Orien
tal Steam Navigation Co." The contract called for monthly sailings 
from England to Alexandria with two 400-horsepower steam vessels; 
and one 140-horsepower steam vessel from Malta to the Ionian 
Islands, the vessels to make the run from Falmouth to Gibraltar in 
120 hours, from Gibraltar to Malta in 116 hours, and from Malta to 
Alexandria in 96 hours. 

Admiralty requirements were that the ships should be able to carry 
anll fire at least four guns of the largest caliber then used in the navy 
and that the Admiralty could purchase or charter the vessels at 
mutually agreed rates. Civil and military passenger fares were 
agreed upon, and in case a company of artillery was carried the field
pIeces were to be transported free. 

This contract was for five years, beginning September 1, 1840, and 
upon termination was to continue subject to 12 months' notice. The 
contract was subject to termination during its life upon six months' 
notice, in which case the Government paid a.penalty fine of £29,000 
if the contract were terminated during the first year, £27,000 if at the 
end of the second year, £25,000 if at the end of the third year, and 
£23,000 if terminated at the end of the fourth year. Payment for 
the first year was £38,000 ($184,900), £36,000 ($175,200) for the sec
ond year, £35,000 ($170,300) for the third year, £34,000 ($165,500) 
for the fourth year, and £33,000 ($160,600) for the fifth -year and 
annually thereafter. • 

EwteM()'fI, to Oalcutta.-Under the terms of a third contract the 
company in September, 1842, opened its first operation east of Suez 
by means of a line of steamers between Suez and Ceylon, Madras, 
and Calcutta, employing therein the largest steam vessels which up to 
then had been in operation in eastern waters. 

Ewtension to Hong Kong.-Under a contract of December 23,1844, 
effective for seven years from January 1, 1845, the Peninsular & 
Oriental Steam Navigation operations were extended as far east as 
Hong Kong. Under the terms of this contract the company received 
annually £115,000 ($559,600) for the line from Suez to Calcutta and 
£45,000 ($219,000) for the extension to Hong Kong. The services 
from Bombay to Suez remained in the hands of the East India Com
pany at a subsidy of £105,200 ($512,000) annnally. 
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CONTRACT OF JANUARY 1. 1851 

Foll?wing a general investigation of the eastern mail services by 
a .parliamentary C?mmittee from 1849 to 1851, and in conformity 
wIth recommendatIons made by that committee, specifications for 
~ublic ten~ers for the eastern sy~tem, excepting the Suez-to-Bombay 
line, were Issued. In response 'bIds were submitted on February 26, 
1852, by the Peninsular & Oriental Co. and the Eastern Steam Navi
gation Co. The former was the successful bidder and on January 1, 
1853, a new contract became effective, by which the company under
took semimonthly mail services between England and Alexandria, 
be. tween Suez, Calcutta, and Hong Kong, between Malta and Mar
seIlle, and one each way every alternate month between Singapore 
and Sydney. The contract was for eight years and was terminable 
upon 12 months' notice. 

Vessel equipment for these services comprised 15 steamers of not 
less than 1,100 gross tons each, 2 small vessels between Malta and 
Marseille, and 600-ton vessels in the Singapore-Sydney service. 
Speed requirements were 12 knots for the"1,100-ton vessels and 10% 
knots for the others, and an average sea speed of 10 knots was 
req~ed, except between Singapore and Sydney where the speed 
requIrement was only 8% knots. 

THE OVERLAND BOUTI!I 

Inasmuch as this contract recognized the advantages of railway 
services across Egypt, an account of the overland route is of interest. 
The following statement is taken from the International Postal 
Union Monthly Journal for December, 1929: 

Those who have known the overland ronte only oy being whirled across the 
Isthmus of Suez by rail can form little idea of the discomfort of the journey in 
prerailway days. In those early days, after landing at Alexandria the first part 
of the transit was by the Mahmoudieh Canal, which connected Alexandria with 
the Nile and by means of which the 'produce of the Nile Delta was diverted to 
that port from Rosetta, the former emporium of trade. This journey of 48 
miles was accomplished in a big, mastless canal boat, in form not unlike the 
dahabeahs used to-day upon the Nile, towed by a steam tug at the rate of 5 
miles an hour. From Atfeh, where the canal debouches from the Nile, steamers 
started for Cairo, a distance of 120 miles, and accomplished the journey in 
about 16 hours to Boulac, near Cairo, where passengers landed. Passengers 
bad then to remain the night in Boulac, but sometimes two or even three days 
were spent at this place. 

From Cairo to Suez the ronte lay across the desert for 90 miles, and the 
journey was performed in 2-wheeled omnibusses holding six persons and drawn 
by four mules or borses, the road being merely a track across the desert. There 
were various stations at which horses could be changed, and the journey took' 
about 16 to 18 hours, of which time about 10 hours were occupied in actual 
travel and the remainder in stops for rest and refreshment. It may therefore 
be said that at this time a very efficient system had been provided by the 
Peninsular & Oriental Co. for the conveyance of mails, passengers, and cargo 
across Egypt. On arrival at Suez mails and passengers were embarked for the 
journey to India. 

The transport of cargo by these primitive methods was even more diflicult 
than that of passengers and mails, more especially between Cairo and Suez, 
where every package had to be carried on camel's back a distance of nearly 100 
miles. Many thousands of these animals were employed in this work, which 
embraced, in addition, the carriage of water from the Nile for the several desert 
stations and for Suez. 

The mail from the East, made up at Bombay, consisted of bundles of letters 
w!Uch were packed in strong iron boxes securely bound and, sealed with solder. 
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as it was said wax would be melted by the heat of the climate. These boxes 
were stamped with a crown and the words "General Post Office Indian Mail " 
stenciled upon them. The mnnber of boxes varied from 30 to 40, and together 
they constituted the mail conveyed from Bombay to Egypt. 

As time went on further improvements were effected, and in the spring of 
1851 the Pi>ninsular & Oriental made arrangements for the constrnction of 
the railway between Ali>xandria and Cairo. This railway was completed in 
1859. • • • 

Various other contracts have bi>eIl made at different times between His 
Majesty's Government and the Pminsular & Oriental for the conveyance of 
the eastern mails, which at one time included services to the Black Sea and 
to Mauritius. In 1928 the company performed in the course of its maiI-contract 
sprvices no less than 2,634,032 miles and provided space for mail matter total
ing approximately 100,000 tons, comprising nearly a miIIion and a half mail 
bags. 

TRANSFER OF CONTRACT TO POSTMASTER GENmAL 

The contract of January 1, 1853, remained in force, with altera
tions, until 1866, being thus extended from an original 8-year term 
to 14 years. During this period many changes occurred in the east
ern contract services. Under agreements of July 7, 1854, June 1, 
1861, and November 17, 1865, alterations to the basic contract were 
effected to meet the needs of the Crimean War. The Australian line 
was discontinued in 1854, the Peninsular & Oriental Co. sending its 
steamers into the Crimean War service. According to the company's 
report to the Government, it placed 11 steamers, aggregating 18,000 
gross tons, in the service and transported 1,800 officers, 60,000 men, 
and 15,000 horses. 

During this period an important change in policy took place in 
that by an act of Parliament of 1860 responsibility for the supervi
sion of the mail-contract services was transferred from the Admi
ralty to the Postmaster General. This responsibility had rested with 
the Postmaster General prior to 1837, when the first Peninsular & 
Oriental contract was concluded, and was transferred to the Admi
ralty upon commencement of mail contracts with steamships, due to 
the fact that early experiments with steam mail services had been 
carried out with Admiralty vessels and so continued for many years. 

The select committee report of July 27, 1849, stated in the opening 
paragraph in respect of the Admiralty packet system: "That so far 
as the committee is able to judge, from the evidence they have 
taken, it appears that the mails are conveyed at a less cost by hired 
packets than by Her Majesty's vessels." 

CONTRACT OF FEBRUARY 27, 1866 

In conformity with the change of policy the Postmaster General 
and the Peninsular & Oriental Co. concluded an agreement on Feb
ruary 27, 1866, which 'released the operating company from Navy 
inspection of vessels in operation or under construction.a 

By the various alterations the services had been extended, cur
tailed, and accelerated. Severe protest followed the withdrawal of 
the services to Australia, with the result that public opinion there 
demanded service independent of the eastern system. The Peninsu
lar & Oriental Co. offered to reestablish service to Australia from 

.. Parliamentary Paper No. 331. vol. 40, 1866. 
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Ceylon. This offer was refused. Bids for a service from Suez to 
Australia were called for, and let to the European & Australian 
Steam Navigation Co., which company {ailed in 1858. Bids were 
reopened, and the Royal Mail and the Peninsular & Oriental Cos. 
bid on service from Great Britain to Australia, with branch serv
ices between Malta and Marseille. The Royal Mail bid was for 
£250,000 annually, while the Peninsular & Oriental bid was for 
£180,000 annually, which latter was accepted. 

Included in the Peninsular & Oriental bid was a service between 
Aden and Mauritius which previously had been operated by the com
pany. Subsequently, however, the system was revised and sailings 
based on Ceylon were established, thus bringing Australia into direct 
communicatlOn not 0II11y with Europe but with India. For this serv
ice the company received £134,672 ($655,380) annually. 

The eastern services by 1866 had reached a total contract amount 
of £396,000 ($1,927,000), which was offset by a total postal revenue of 
£236,000 ($1,148,000) ,leaving a net cost to the Government of £160,000 
($779,000) .'. 

The time had arrived when weekly services to India were consid
ered desirable, and it was planned to establish weekly sailings to Bom
bay, with rail connections through to Calcutta. The suggestion was 
made by the Government that the Australasian colonies provide their 
own services, to which the home Government would contribute 50 
per cent. It was even suggested that the conveyance of the Aus
tralian mails be arranged over the subsidized lines of the French 
Messageries Maritimes, thus leaving a direct service to Bombay as 
the only responsibility of the British Government. 

CO!oo"TRACT OF NOVEMBER 19, 1867 

On November 19, 1867, a new contract was concluded, effective for 
12 years from February 1, 1868, subject to 24 months' cancellation 
notice during the life of the contract, or thereafter in case of exten
sion. Under the contract the Government required space preferment 
for official passengers and freight but paid commercial rates without 
rebate or reduction. The subsidy payment amounted to £400,000 
($1,947,000). 

This contract contains one of the first examples of capital guaran
ties by a government in relation to mail contracts. It was agreed 
(art. 37) that if a sum in excess of £213,000 ($1,037,000) became avail
able for the payment of dividends on an operating capital of £2,670,000 
(8 per cent), one-fourth of such excess was to be paid to the Post
master General. If, however, the amount available for dividends 
was less than £160,000 ($779,000), or 6 per cent, the Postmaster 
General agreed to pay to the contractor, in addition to the subsidy 
of £400 000 a sum sufficient to make up an amount of £160,000 as net 
profit a'vaiiable for dividends, but not to exceed £100,000 in any OII1e 
year (art. 38), the books of the company being at all times open to 
Government auditors. 

This provision in effect guara~teed a tninimum of 6 per cent on 
the capital invested by the operating company, based upon its normal 

'" Parliamentary Paper No. 405, 1867. 
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earnings, a principle which has since been included in many contracts 
of other countries. Under the terms of a further revision of the 
contract, dated August 6, 1870 (art. 46), the annual subsidy rate of 
£500,000 was paid retroactively to the termination of the original 
contract, which, by the revision, was fixed as April 1, 1869.21 

Under the contract of November 19, 1867, the Peninsular & Orien
tal Steam Navigation Co. undertook the entire eastern system as 
follows: 

Route No. 1.-Weekly sailings from Southampton to Alexandria 
and back, touching at Malta and Gibraltar. Distance, 2,951 miles; 
time, 295 hours; speed, 10 knots. 

Route No. 2.-Weekly from Marseille to Alexandria, touching at 
Messina. Distance, 1,410 miles; time, 141 hours; speed, 10 knots. 

Route No. 3.-Weekly from Suez to Bombay, touching at Aden. 
Distance, 2,972 miles; time, 313 hours.). exclusive of time at Aden, 
which was to be fixed by Postmaster veneral; speed, 9% knots. 

Route No. 4.-Every two weeks from Suez to Calcutta, touching at 
Aden, Point de Galle, and Madras. Distance, 4,757 miles; time, 501 
hours; speed, 9% knots. . 

Route No. 5.-Every two weeks from Bombay to Hong Kong, 
touching at Point de Galle and Singapore. Distance, 3,852 miles; 
time, 406 hours; speed, 9% knots. 

Route No. G.-Every two weeks from Hong Kong to Shanghai and 
return. Distance, 870 miles; time, 92 hours; speed, 9% knots. 

Route No. 7.-Every two weeks between Shanghai and Yokohama, 
touching at Hong Kong. Distance, 1,120 miles; time, 118 hours. 

CONTRACT OF AUGUST 6, 1870 

As stated, the contract of 1867 was originally drawn for 12 years, 
but at the time it was concluded the Suez Canal had not been com
pleted and the effect of its opening was not wholly anticipated. The 
competition offered by both British and foreign vessels was made 
felt soon after the Suez Canal was opened,22 with the result that 
the Government became confronted with the certainty of pay
ing £500,000 ($2,433,000) under the contract. The question was 
complicated by disagreement as to allowances for reserve funds and 
profits from lDsurance until the Postmaster General suggested a 
fixed-payment contract. 

This was arranged by a contract of August 6, 1870, effective retro
actively from April 1, 1869, to February 1, 1880, subject to 24 months' 
notice thereafter, for a fixed annual figure of £450,000 ($2,190,000), 
subject to the usual penalty clause. The only changes in the operat
in~ schedules consisted in a transfer of the Marseille-Alexandria 
saIlings to Brindisi-Alexandria, reducing the time to 75 hours and 
increasing the speed to 11 knots. 

CONTRACT OF AUGUST I, 1874 

On August 1, 1874, the Peninsular & Oriental contract was again 
modified to the extent that the annual payment was reduced to 
£430,000 ($2,093,000), the sailings from Southampton, Plymouth, and 

II Pnrllamentary Paper No. 424, \'01. 41. 1870 . 
.. Rpport of the Postmaster General. July 20, 1870, Parliamentary Paper No. 424. vol. 

41. 1870. 
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Liverpool to Bombay to transit the Suez Canal. Themail time from 
Brindisi to Bombay was fixed at 422 hours and from Brindisi to 
Shanghai at 965 hours. The contract was made effective as of 
August 15, 1874, to continue until February 1, 1880, and thereafter 
subject to 24 months' notice. 

CONTRACT OF FEBRUARY 7. 1879 

Before the expiration of the contract of August 1, 1874, consider
able protest arose against the Peninsular & Oriental operations in 
India. New specifications for public tenders were prepared and bids 
were received from four operators. That of the Peninsular & Orien
tal Co., though not the lowest, was accepted on the ground 28 that its 
service was direct and would reduce the time of the mails between 
Brindisi and Ceylon by 45 hours, between Brindisi and Singapore by 
52 hours, and between Brindisi and Shanghai by 63 hours. The time 
saved for the mails was considered as bemg worth the extra cost of 
£33,500 annually in the public interest. 

The contract of February 7, 1879, effective from February 1, 1880, 
to January 31, 1888, was to continue thereafter subject to 24 months' 
notice. The total annual subsidy was £370,000 ($1,801,000), subse
quently reduced to £360,000 ($1,752,000). This contract abandoned 
the service requirements from the United Kingdom, the contract sail
ings being based upon Brindisi, all mails being carried across the 
channel and forwarded overland to Brindisi. 

The Australian service, which had been carried on under the COll

tract of 1866 for £130,000 ($633,000) annually, was renewed at the 
same time and for a like period. The service consisted of sailings 
every 1-1 days between Point de Galle or Colombo and Melbourne in 
456 hours, in return for an annual payment of £85,000 ($413,650.), a 
reduction of £45,000 from the former amount, due to competition by, 
and to the division of service with, the Orient Steam Navigation Co. 

CONTR.-4.CTS OF 1888 

Contracts were concluded with the Peninsular & Oriental Steam 
Navigation Co. under date of March 18,1887, for the East India and 
China mail service, and under date of January 19, 1888, for the Aus
tralian service. A contract was also concluded with the Orient Steam 
Navigation Co. under date of January 22, 1888, for mail service to 
Australia. All contracts became effective on the same day, Feb
ruary 1, 1"888 but the two contracts for the Australian service were 
for seven ye~rs ending January 31, 1895, whereas the East India 
contract was for 10 years ending J a.nuary 31, 1898. 

The East India. contract provided an annual subsidy of £265,000 
($1,290,000), and adva.nced the sI!ee~ ~om 11 knots, ~hich had been 
the requirement both between Brmdlsl and Alexa.ndrla and between 
Suez and Bombay, to 13% knots betweeR Brindisi a.nd Alexandria 
and to 12 a.nd 12% knots between Suez and Bombay. . . 

The Australian contracts were awa.rded to the Penmsular & OrI
ental Steam Navigation Co. and to the Orient Steam Navigation Co. 
under an arrangement which provided for alterna.te weekly direct 

.. Trp.asury minute, Feb. 11. 1879. 
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mail sailings between London and Sydney, calling at Brindisi for, 
and with, mails on both the outbound and the inbound passage. The 
total subsidy for the double service was £170,000 ($827,300) divided 
into equal parts of £85,000 to each company. The United Kingdom 
paid £95,000 of the total and Australia £75,000. 

Under agreement of January 30,1895, both of the Australian con
tracts were extended for three years until January 30, 1898, the object 
being to secure termination of the eastern contracts on the same date. 

CONTRACTS 010' MAY 25, 1897 

On May 25, 1897, contracts were again concluded with both the 
Peninsular & Oriental and the Orient Cos. for services. These con
tracts became effective February 1, 1898, for seven years ending 
January 31, 1905, -subject to cancellation thereafter upon 24 months' 
notice. 

By this time the speed contest which was being waged in the 
North Atlantic was felt, and the increased speed requirements under 
the new contract were considerable, as shown in Table 43.2• 

TABLE 43.-SPEED REQUIREMENTS UNDER 1888 AND 1898 CONTRACTS 

Speed, from Mail transit time, from 
Brindisi . London Subsidy 

To-

1888 1898 1888 1898 1888 1898 

Peninsular '" Oriental contract: K7Iot.. Knot.. Da,. llouTl Day, /IouTl Bomhay ________________________ 12.54 14.50 16 12 
ShanghaL______________________ 11.20 13.30 34 16 30 16 £330,000 £353, 550 14 16 } 
Adelaide________________________ 12.13 14.00 37 10 32 18 

Orien~ contract: Adelalde___________ ________ ________ 34 18 31 6 85, 000 85, 000 
I 

The speed indicated was not stipulated in the contracts except as 
calculated upon the number of hours allowed for passage. 

The Peninsular & Oriental contract again contained Admiralty 
clauses. Under an agreement dated April 3, 1894, the Admiralty 
reserved the right to purchase or charter the contractors' vessels. 
For the year 1894-95 the navy estimates carried an appropriation 
of £3,875 ($18,850) as a subvention for four of the Peninsular & 
Oriental vessels. 

CONTRACT OF JULY %5, 190' 

Before the contracts of May 25, 1897, expired a committee investi
~ated the eastern mail services and recommended 25 an extension of 
the existing Peninsular & Oriental contracts to 1908, with a require
ment of 24 hours' acceleration between Brindisi and Bombay. This 
was a concession to the Government of India, which was the largest 
contributor to the subsidy after the United Kingdom. This in
creased the vessel speed to India to nearly 16 knots. The committee 
stated (par. 5) that the mileage rates of competing subsidized serv
ices were: Messageries Maritimes for its Australian subsidy, 8s. 4d . 

. .. Parliamentary Paper No. 2511, \'01. 62, 1897. 
'" Parliamentary Paper No. C D 2082, vol. 23, 19M .. 
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($2.03) per mile; North German Lloyd to East Asia and Australia, 
5s. ($1.22) per mile; Peninsular & Oriental, 5s. 5d. ($1.32) per mile, 
as calculated by the post office. 

The committee went on record in favor of short-term (7-year) 
contracts, for the reasons (1) that long contracts would exclude the 
mail service from the benefits of the most recent marine inventions 
and appliances, and (2) that the House of Commons had at various 
times supported short-term contracts. Beginning in November, 1903, 
the mails from London had been dispatched by way of the trans
Siberian railway, reaching Peking in 23 to 26 days. "This route 
can not fail, if maintained and thoroughly developed, to become the 
most expeditious for communication with Japan and China and 
perhaps Hong Kong. It would seem possible for mail from London 
t~ reach Yokohama via. Siberia under 27 days, as compared with 32 
days via Vancouver, 30 days via Seattle, 33 days via San Francisco, 
and 33 days via Suez." . 

The committee considered the Siberian route not reliable, but 
stated that this, in an emergency, was offset by the Canadian Pacific 
Railway contract services (which was ill force for 20 years from 
1889) by means of which British mails, so far as the land haul was 
concerned, would move entirely through British territory. 

ADMIRALTY SPEED POLICY 

However, the committee stated that the" Suez route is by far the 
cheapest." In respect of Admiralty policy it was pointed out that 
the Admiralty had, a few months before, decided only to subsidize, 
for cruiser purposes, vessels which could run at a speed of 22 knots, 
and that since the number of such ships was restricted the post office 
had to be contented with slower vessels. "It is ~ertinent to observe 
that the decision of the Admiralty only to subSIdize merchant ves
sels attaining a speed of 22 knots will set free a number of ships 
now carrying speciai Admiralty fixtures and enable them to give 
more space for commercial purposes and mails." 

Control over freight rates was strongly urged. Following the 
example of the House of Commons committee which reported on 
steamship subsidies in 1902, the committee recommended the in
clusion of clauses in all future contracts whereby the contractor 
would be prohibited from givin" undue advantages to foreign ship
pers such as authorized in the subsidy report of 1902, wherein it was 
shown that goods from both Europe and the United States were 
carried to Great Britain and transshipped to the Far East at lower 
rates than the straight rates from the United Kingdom to the Far 
East. I 

Accordingly a contract was concluded July 25, 1904, supplemen
tary to the contract of May 25,1897, by which the Far East services 
were prolonged to January 31, 1908, and power granted the Post
master General to prolong the contract to five or seven years. The 
contract called for (1) acceleration of 24 hours, subject to certain 
conditions, and (2) increase in subsidy from £300,00~ to £340,000, 
subject to reduction if the company elected to abandon Its Australian 
branch. 
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p ... O. CONTRACT OP AUGUST 15, 1907 

The last general contract concluded with the Peninsular & Oriental 
Steam NaVIgation Co. was dated August 15, 1907, and was to be effec
tive for seven/ears from February 1, 1908, to January 31, 1915, and if 
not terminate to continue thereafter until 24 months' notice has been 
given by either party to the contract. This is the contract under 
which the East India and Far East services are now operating, and 
indicates that despite the recommendation of short-term contracts 
no development has taken place since the World War which woul<J 
be of sufficient advantage to the Government to warrant the revision 
of the ori ainal contract. 

Under the contract of August 15, 1907, the annual payment was 
fixed at £305,000 ($1,484,000), more or less, depending upon certain 
conditions, The amount was lowered to £295,000 ($1,436,000) for 
some years, and more recently has been increased to £305,000 for 
the performance of the services included under the original contract. 
A weekly service from Brindisi to Bombay in 270 hours is called for, 
and fortnightly services from Brindisi to Shanghai in 678 hours and 
from Brindisi to Adelaide in 638 hours. 

SUMMARY OP EASTERN SERVICES AND POLICIES 

In the 70 years between 1837 and 1907, which witnessed the first 
and last contracts with the Peninsular & Oriental Steam Navigation 
Co., power-development and ocean-speed history was written. This 
development did not take place primarily in the eastern services, 
but in those services the contract speed was practically doubled
from 8% knots to 16 knots. 

During the entire period only the very first contracts in the east
ern service specified the type of vessel equipment. The final determi
nation of what constituted a satisfactory mail ship was left to the 
Admiralty or to the Postmaster General, and all contracts referred 
specifically to the floating equipment as "mail ships," which term 
is still employed in the new trans-Atlantic service contracts. 

The principle of public bidding upon prepl!red specifications wholly 
or in part covering the eastern system, was employed except in 
minor instances. The principle of accepting the lowest bids of 
competent bidders was not always followed; but when this principle 
was set aside it was always justified before Parliament, usually upon 
certain time-saving proposals made by the bidders. On the other 
hand, instances are recorded where the services of specially built 
speed vessels, suitable only for the fast transmission of the mails, 
were not acce~ted because such vessels were limited in their com
mercial possibilities and the general policy of a balanced official and 
commercial operation was considered preferable to a mere saving 
of mail time. 

The period of Admiralty administration and policy has been re
ferred to. Originally it was primarily an experimental development 
to which the Admiralty held the principal solution in the shape of 
competent seagoing steam engineers; when the reliability of steam 
navigation was established, the Admiralty stepped out. Moreover 
fhe Admiralty in the beginning of the present century adopted the 
policy of interesting itself only in ships capable of developing 22 
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knots, thereby limiting its interest to half a dozen vessels. Prior to 
t~is the navy estimates carried small, varying amounts for indi
vidual yessels owned by the con~ractors, but such amounts were in 
the mam assu~ed .to cover capItal charges on .pr?tected steering 
gears, extra stiffenmg for gun ,platforms, and boiler and engine 
room protection, which were required by the Admiralty and which 
created extra costs to the shipowner. 

The Australian Government served notice that it would not con
tinue·to be party to postal contracts with operators who employed 
col?red labor. Thi~ w3:S directed principally at the Peninsular & 
OrIental Steam NaVIgatIon Co.'s employment of lascars on board its 
ves~ls, bec~~se o~ the l!lScars' ability to endure the equatorial cli
matIc conditions In whICh these vessels constantly operate. This 
ended joint participation by the home Government and the Aus
tralian Government in postal contracts. 

Originally the overland route through Egypt was not considered 
the most fe!lsible, all early accounts and evidence favoring the 
Euphrates RIver route, thence overland to the eastern Mediterranean. 
To this end vessels were carried overland to the Euphrates, in sec
tions, assembled, and sent down the river on experimental voyages. 

Prior to the opening of the Suez Canal one of the most formidable 
problems was the maintenance of adequate coal stores in eastern 
waters. The carrying of British coal to these stations, however, 
furnished outward cargoes for freight vessels plying to the East, and 
supplied the essential balance for cargo-vissel operations which has 
been such a factor in the development of British shipping. Thus 
the opening of the East was indirectly aided not only by the quick
ened communication system provided by the contract vessels but also 
by the supporting freight services which supplied the essential fuel 
requirements. The Peninsular & Oriental Steam Navigation Co. 
constantly maintained a stock of 90,000 tons of coal in the eastern 
stations and employed as high as 170 sailing vessels in the transport 
of this stock. From -1856 to 1865 the company accounts show an 
·expenditure of £5,250,000 ($25,550,000) for coal alone. 

The actual amounts earned through fixed payments b)" British 
operators of vessels into the East vary from 30 shillings ($7.30) per 
mile at times and on certain runs to 4 or 5 shillings ($0.97 to $1.22) 
per mile at other times on the main lines. A fair average during the 
period of competition beginning with the opening of the Sl!ez Canal 
would be 5 shillings per mile sailed. Statements of Pemnsular & 
Oriental officials indicate 4 shillings per mile as the return on con
tract services. 

Penalty provisions of the eastern postal-contract system have 
always been heavy. For the general performance of the contracts 
bonds in amounts from £35,000 ($170,000) to £60,000 ($292,000) 
have been in force while the sum of £500 ($2,433) has been included 
in contracts for e~ch day's delay in sailing. Hours of ~eparture, 
time at ports of call, and allowances for the monsoon perIods have 
always been specified in the contracts and enforced. 

No general estimate of the net cost of the system to the home Gov
ernment has been made. At intervals the total amount of postage 
received for the mails sent over the system, plus the contributions 
made by the colonial governments, has been set up to show a rela-
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tiv~ly low net cost to the public treasury. On the other hand, the 
malls (except parcel post) have been placed on board of, and dis
?harged fr:om, th~ contract steamers at Brindisi or Marseille, and not 
In the Umted KIngdom. The cross-channel and European railway 
transit charges will materially offset the above-stated credits. 

HONG KONG SERVICE VIA CANADA 

In October, 1885, specifications were advertised, calling for bids 
for mail services to the Far East to replace existing contracts due 
to expire January 31, 1888. Included in the competitive bids re
ceived for the services was one from the Canadian Pacific Railway 
Co. for a service to Hong Kong by way of Canada. The tender was 
not accepted, but in 1887 the company submitted a modified tender 
along the same itinerary. 

The British Government considered the scheme as offering, as a 
whole, a direct communication service between the United Kingdom 
and Hong Kong entirely through British land territory and as an 
alternative route to the east in case of necessity. It was recommended 
on the basis of saving time, as of military value i~ providing trans
port service through British land territory, and as affording vessels 
of cruiser type. 

CONTRACT OF JULY 15. 1889 

The Canadian Parliament in 1889 authorized payment of £15,000 
($73,000) annually as a contribution to a contract for monthly 
service to Hong Kong or .£25,000 ($122,000) for a fortnightly service. 
A contract was accordingly concluded on July 15, 1889, for a term 
of 10 years from the date of the first departure from Hong Kong, 
terminable on January 31, 1898, on six months' notice. The total 
annual payment was fixed at £60,000 ($292,000), of which the Cana
dian Government contributed £15,000. 

The contract stipulated that the mails should be transported from 
Halifax or Quebec to Hong Kong in 684 hours from April to Novem
ber, and in 732 hours from December to March. 

The vessels were to be built under Admiralty inspection and to 
Admiralty specifications, to a speed of 17% knots on a measured 
mile and 16 knots on sea trials.26 

CONTRACT OF OCTOBER n. 1901 

On October 12, 1901, the contract of 1889 was prolonged for five 
years to April 6, 1906, for the carriage of mails, troops, and stores 
between Halifax or Quebec and Hong Kong.27 

When the 1889 contract was made it was anticipated that the 
Canadian Government would secure acceleration of the Atlantic 
service through the construction of fast vessels by the Canadian 
Pacific Railway Co. This anticipation was not realized, and the 
5-year prolongation of the contract was to enable the contractor to 
complete the construction of the necessary vessel equipment. 

The contract of 1901 provided the same annual payment, £60,000, 
toward which the Canadian Government agreed to contribute 

.. Parliamentary Paper No. 263, 1889 . 

.. Parliamentary Paper No. 21. vol. 55, 1902. 
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.£15,000. ~he service require!llents ca~led for monthly sailings on 
the same time schedule' as stipulated III the first contract, and ,the 
contractor agreed to construct all new vessels for the services under 
Admiralty supervision, vessels to be fitted with gun platforms. The 
Admiralty was to have the right to hire the vessels for 20s. ($4.87) 
per ton per month for the first five months and 17s. 6d. ($4.26) for 
the subseque!1t period, the Admiralty to provide and pay the crew. 

The Admiralty also reserved the right to purchase the vessels at 
the price of the value of the vessels on the date of purchase plus 10 
per cent fC!r comp~sory sale, in addition to paying for delivery to 
North PacIfi<: stabon.The "value on the day of purchase" was to 
be the cost price of the vessels to the company in the United Kingdom 
less 6 per cent per annum from day of completion to day of purchase. 
The company agreed to employ, so far as possible, members of the 
Royal Naval Reserve; 

RENEWALS OF 1,901, 1908, AND 1911 

On February 2, 1907, the contract of October 12. 1901, was pro-
longed to April 6, 1908. . 

The original object of extending the first contract was to enable 
the contractor to accelerate the trans-Atlantic service. This had been 
accomplished by the institution of the fast trans-Atlantic services of 
the Canadian Pacific Railway on JUly 26, 1906. By this arrangement 
the passage time from Liverpool to Hong Kong was reduced by 
about 10 days.·s Under the previous contract the time from Halifax 
and Quebec to Hong Kong had been 684 hours. Under the new con
tract the time from Liverpool to Hong Kong was established at 708 
hours, the entire service, both rail and ship, being supplied by the 
Canadian Pacific Railway. Another new stipulation was that on 
the trans-Atlantic vessels at least three-fourths of the crew should be 
naval reservists. 

The subsidy re~ained at £60,000 annual~YI to whic~ the, Canadian 
Government contrIbuted £15,000. The British AdmIralty, however,' 
was not a party to this contract as in the case of th~ previous ones, 
and withdrew an Admiralty contribution of £7,312 ($35,600). 

The House of Lords assented to this extension with some hesitation, 
taking the position that the use of the route for postal traffic had been 
comparatively small, that the Admiralty had not felt justified in 
continuing its contribution, and that the War Office had made no 
favorable recommendation. The trt!asury minute states: 

My Lords do not regard with favor the grant of subsidies on commercial 
grounds, and they take note of the opinion recently expressed by a select com
mittee of the House of Commons (H. of C. 385 of 1902, p. xxv) that a general 
system of subsidies other than for services rendered is costly and inexpedie~t. 
They have however thought it best, as a purely temporary measure whlch wIll 
allow tim~ for further consideration, and in view of the important modification 
IntrodUCed to concur in the extension for a period limited to two years, and 
they appr~ve the contract accordingly. 

On October 12, 19~8. tl1t: ~ontract was, prolonge~ for thre.e ye!lrs 
from April 7,1908, WIth saIlings every three we~ks .II.l each dIrectIOn 
(instead of once in four weeks), some changes III Itinerary, and an 

.. Treasury Minute, Feb. 27, 1907. 
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extension 01 the voyage time. The ~ubsidy was reduced from £60,000 
($292,000) to £45,000 ($219,000), of which the Canadian Government 
agreed to advance £25,000 ($122,000) . 

• On November 11,1911, the contract of 1908 was prolonged for two 
y~ars from April 7, 1911. Some minor alterations were made in the 
terms, and a requirement was inserted by the Canadian Government 
that Canadian trade commissioners were to be transported without 
charge. 

UNITED STATES SERVICES 

The history of postal-contract services between the United King
dom and the United States divides itself into periods: 

1840-1867: Period of Admiralty contracts. Annual payments 
rose from £60,000 to £173,340. 

1868-1876: First period of Postmaster General contracts. An
nual payments ranged from £109,000 to £118,000. 

1877-1902: Second period of postal administration. Mail pay 
on weight basis at various rates. Annual cost increased from 
£28,214 for ships contracting to carry mails to more than 
£100,000. 

1903-1927: Mail contracts with Cunard and White Star Cos., for 
an annual total of about £140,000. 

1928-1932: Postal contracts with Cunard and White Star Cos., 
for annual payments of £200,000. 

The first contracts were concluded with the Admiralty. The re
sponsibility for the packet services was transferred to the British 
post office in 1860. As early as 1857 the British Postmaster General 
protested the contract system and suggested poundage rates, due to 
available competitive service. However, the contract system was 
continued, first with Mr. Cunard and later with both the Inman and 
the White Star Lines in addition. In 1866 the Postmaster General 
requested authority to terminate the contract services and succeeded 
in doing so, as of December 31, 1876. . 

From 1871 to 1902 the trans-Atlantic mails were carried on a 
weight basis at rates varying from 2s. 4d. to 4s. ($0.56 to $0.97) a 
pound, and at 3s. ($0.73) a pound during the greater part of that 
time. 

The Admiralty contract of 1903 was effective for a 25-year period 
and was made for a special purpose. The present (1928-1932) con
tracts, amounting to £200,000 ($973,000) to two companies for semi
weekly services, 'are assumed to be a fair payment for the carrying of 
the mails. The Admiralty and the Board of Trade have no direct 
interest in these contracts. 

EFFECT OF POSTAL CONTRACTS 

The effect of the British postal-contract system between the United 
Kingdom and the United States is problematical. Official evidence 
for and against the contract as a means of developing either vessels 
or services is equally voluminous. 

Fundamentally the trans-Atlantic mail ship, so called, between the 
United States and the United Kingdom is a shuttle in an extended 
ferry service. In this service has occurred the larF movement of 
mails, passengers, and emigrants in the history ot ocean shipping. 
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The political reason of colonial communication has not existed. The 
commercial reason of trade penetration of new markets can not be 
sustained; markets preceded, and constituted a cause, rather than an 
effect, of shipping in the trade. 

It should be stated th-at no British mail contract between tOO 
United Kingdom and the United States had called for definite speeds 
until the contracts of 1928, and these named speeds well below the 
capacity of the contro.ctor's vessels. The only requirement has been 
general seaworthiness of vessels and explicit sailing times. However, 
the log performance of every ship carrying British mail to the 
United States has been officially kept. Durin~ the period of mail 
pay at pound rates any contractor offering hIS ship for the mail 
service was required to submit certified copies of the ship's 100" for 
three preceding voyages. ' .., 

Only once during the history of the North Atlantic postal service 
have vessel requirements been laid down under contract, and that 
was in connectIOn with the Cunard contract of 1903. (See p. 241.) 
This, however, was at the special demand of the Admiralty and was 
not specifically a part of the postal portion of the general contract. 
It is true that the first Cunard contracts specified vessels of 400 
horsepower for the trans-Atlantic run, but this was for the run to 
Halifax; the branch services to Boston and, later, New York were 
required to be carried out by 150-horsepower vessels. 

So long as the Cunard Co. contracted with the Admiralty it main
tained a virtual monopoly. The diversion of the Cunard operations 
from Halifax to New York and Boston was caused not by the re
quirements of British authorities but by the competition of the pro
jected Ocean Steam Navigation and Collins Cos., both of the United 
States. Elimination of the contract, or fixed-payment, system was 
due entirely to the availability of competitive ships of high speed and 
power whose success depended more upon speedy transportation of 
emigrants than upon any other form of revenue. In this the United 
States and German companies played an important part. When the 
American Line was inaugurated, in 1893, it owned the fastest and 
most popular quartet of vessels in the Atlantic. When the large 
and fast vessels of the Hamburg-American Line and the North Ger
man Lloyd appeared, both the British and the United States fleets 
were outdone in performance at sea and in number of passengers car
ried, and from 1897 to 1907 speed laurels rested with ships of German 
nationality. 

PERIOD PROM 1840 TO 1867 

THE FIBST CONTRACT 

The first contract for mail services between Great Britain and the 
United States was concluded between the Admiralty and Samuel 
Cunard on July 4, 1839, by private negotiation. Specifications for 
public tenders had been prepared and invited, but the tenders were 
unacceptable and consequently were rejected. . .. . 

By this a!!Teement Mr. Cunard was to prOVide two mall saIlings 
every monthbetween Liverpool and Halifax with ve.sels of not less 
than 400 horsepower, also two sailings between Halifax and Boston 

85083-32--17 
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and a service between Pictou, Nova Scotia, and Quebec when naviga
tion on the St. Lawrence was open, employing 150-horsepower vessels 
in these two services. 

Terms of the contracl 

The contract of July 4, 1839, was made effective from June 1, 
1840, for seven years, and was to continue from that time until 12 
months' notice had been given. Mr. Cunard was to be paid £60,000 
($292,000) annually, subject to deductions or fines for delays. A 
performance bond in the amount of £15,000 ($73,000) was required 

Certain space reservations for official passengers and freight were 
required and the passage rates specified. The contractor agreed 
to carry a naval officer or officer of the postal service to supervise the 
fulfillnient of the contract. 

In consideration of increase of size and number of vessels the 
contract amount was increased to £80,000 in 1841 and to £90,000 in 
1846, but subsequently was reduced by £5,000 due to the discontinu
ance of the St. Lawrence part of the service. 

Result of competition 

Plans then under way in the United States to promote the Collins 
and the Ocean Steam Navigation Cos., which would compete with 
the Cunard operations, caused Mr. Cunard to double the service and 
to make weekly sailings between Liverpool and Halifax, thence to 
New York and Boston alternately. Under this agreement he was 
free to proceed directly to New York, omitting the call at Halifax 
when the competing services out of N ew York commenced operations. 

Under the terms of his contract :Mr. Cunard was entitled to a 
double amount of subsidy for a weekly service. The Admiralty, 
however, took the position that since he was the interested party in 
developing a weekly service with which to meet the competition of 
the New York lines, the Government would agree only to doubling 
the original sum of the contract, £60,000. Accordingly, this sum was 
added to the £85,000 established for services twice a month, or a total 
of £145,000 ($705,600) for a weekly service.29 This instance provides 
one of the first examples of the effects of commercial competition 
upon subsidized mail services. 

In August, 1844, the Cunard Co. reduced rates from £7 ($34) to 
70 shillings ($17.03), opposin~ the Great Western. In May, 1848, 
rates were reduced :from 70 shIllings to 50 shillings ($12.17), oppos
ing the steamship United States. Fine goods were taken by the 
Cunard Co. at 30 shillings ($7.30) in opposition to the Oity of 
M amchester.80 

Under the revised contracts and weekly schedule the service cost to 
the British Government approximated $2.50 per mile . 

. CONTRACTS OF 1850 AND 1852 

Upon expiration of the first Cunard contracts from 1840 to 1851: 
new contracts dated April 1, 1850, and January 1, 1852, were con-

• Parliamentary Paper No. 571, vol. 12, 1849, Cnnard testimony. p. 134. 
~ Parliamentary Paper No. 730, p. 55, vol. 95, 1852-63. 
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eluded for a period ending January 1, 1862, to contiD.ue thereafter 
rubject to 12 months' notice. These contracts provided for weekly 
Eervices between Liverpool and New York or Boston for an annual 
subsidy of .£173,340 ($843,600). 

The report of the Co~ttee on Contract Packets (1853) stated 
that the rate of the subsIdy payment was 11s. 4%d. ($2.77) per mile; 
that the average .duration of 54 voyages between Liverpool and New 
York for the penod December, 1851-January, 1853) had been 12 days 
1 hour 14 minutes and the average speed 10% knots, and that the 
postal revenues on the line offset the contract so that the net cost to 
the Government was .£61,642 ($300,000). 

CONTBA(1r OF JUNE 24, 1858 

In 1857 Mr. Cunard requested a 5-year extension of his contract of 
1850, presenting as his principal reason a plan for building larger 
and costlier vessels, which, he stated, would be useless without a 
postal contract. 

This gave rise to considerable discussion in high official circles on 
the general policy of subsidized services in the North Atlantic and 
the effects of competition. Negotiations continued from October 19, 
1857, the date Qf Mr. Cunard's request, to the concluding of the con
tract of June 24, 1858. The burden of the argument of two post
masters general was opposed to extension of the contract at the time 
and suggested payments based upon the amount of mail carried, as 
well as upon accommodations for working the mail while under 
weigh. It was argued that the rapid rise of fast competitive services 
was a natural result of public demand and that new and larger 
vessels were justified by commercial requiremenu> quite apart from 
postal requirements. 

The Admiralty and treasury, on the basis of the public interest, 
outside of postal requirements, decided in favor of the extension of 
the existing contract,U which was renewed by contract of June 24, 
1858, effective from that date to January 1, 1867. The annual pay
ment remained as before at .£173,340 ($843,600), with an additional 
£3,000 ($14,600) for a monthly service between New York and 
Nassau. 

Competition for trana-Atlantio maiZ contracts 

On February 8, 1866, the British Postmaster General requested, 
and was granted, authority to serve notice of termination of the 
Cunard contract upon expiration, and to call for pllblic bids for the 
conveyance of the trans-Atlantic mail .. T~e . Adm.iralty had. in the 
meantime been Withdrawn from the adminIstratIOn of mail con-
tracts. (See p. 232.) . 

At the same time the Postmaster General requEll>1;ed authorIty to 
enter into new postal agreements with Unite~ States officials, stating 
that one important object in a new conventIOn would be to effect a 
reduction of postage between the two countries" from Is. ($0.24) the 
half-ounce letter to 6d. ($0.12)." This proposal had been approved 
by the United States Post Office but had been delayed because of the 

at Parllamenwy Paper No. 184, vol. 22, 1859. 
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extra loss which the British Post Office would bear under the Cunard 
contract if the postal rates were reduced prior to the termination of 
that contract. 

A I-year contract for weekly services in consideration of a pay
ment of £80,000 was concluded with the Cunard Co. This amount 
was subject to certain increases in case insurance rates were increased 
on the ve$sels and coal cargo. This payment was less than half of 
that under the previous contract and was reduced by whatever sums 
were paid to the Cunard Co. by the United States for mail carried 
from New York to Queenstown. 

During 1868 the Cunard payment amounted to about £73,000 
($355,250), while £23,390 ($113825) was. paid to the Inman Line, 
£11,772 ($57,290) to the North German Lloyd, and £5,157 ($25,100) 
to the Hamburg-American Line. The amount of postage earned by 
the Cunard vessels was £28,686 ($139,600). It was stated that 46 
per cent of the outward mail from the United Kingdom to the United 
States was carried on Cunard ve$sels, while 13 per cent went by 
Canadian and 41 per cent went by United States vessels. 

CONTRACTS OJ' 1861 

North Ge7"TIUln Lloyd contract.-On November 30,1867, a contract 
was concluded with the North German Lloyd Co. for mail service 
from Southampton to N ew York, with sailings from Southampton 
e\Tery Tuesday to reach New York in 276 hours. The contract pay
ment was the postal rate of 1 shilling ($0.24) per ounce of letters 
carried and 3 pence ($0.06) per pound for newspapers. The contract 
became effective on January 1, 1868, subject to termination upon six 
months' notice. 

!1IIT1UJ,n contract.--On December 3,1867, a contract for weekly serv
ices from Queenstown to New York was concluded with the Inman 
Line on terms similar to those of the North German Llovd contract. 
For a service to Halifax the Inman Line was paid £750 ($3,650) 
per round voyage. 

PERIOD FROM 1868 TO 1876 

A select committee appointed in 1868 reported to the House of 
Commons on March 23, 1869. After reviewing the trans-Atlantic 
mail services and the contracts under consideration for renewal the 
committee stated (par. 17) : 

Under all circumstances we are of the opinion that, considering the already 
large and continually increasing means of communication with the United 
States, there is no longer any necessity for fixed SUbsidies for a term of years 
in the case of this service; and having regard for the fact that a weekly 
service has been carried on by Mr. Inman in 1868 in consideration of receiving 
the sea postage only, to the difficulties which these contracts would for eight 
years throw in the way of any great reduction of postage, * * * we recom· 
mend that the contracts with Messrs. Cunard and Mr. Inman's company be 
disapproved, compensation being made, if necessary, on the basis of the con· 
tracts for services already performed in the past year. 

CONTBACT OJ' DECEKBEB 11, 1868 

The recommendation of the select committee above referred to was 
disregarded and the Government concluded contracts with the Cun
ard and Inman companies from Queenstown to New' York, and with 
the North German Lloyd Co. from Southampton to New York. 
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Dated December 11, 1868, the Cunard contract was effective from 
January 1, 1869, for seven years, subject to 12 months' notice of 
termination, 'Which was not given prior to December 31, 1875. The
contract called for semiweekly services for an annual payment of 
£70,000 ($340,650), and required 12-knot vessels, except those owned 
by the contractors at the date of the contract. 

The Inman contract was similar to the Cunard contract, but pro
vided for weekly services for £35,000 ($170,300) annually. 

The North German Lloyd contract was sUbject to six months' 
notice of termination and was made in consideration of mail pay. 

PERIOD FROM 1877 TO 1903 

ADOPTION OF MAIL PAY SYSTEM 

On December 31, 1876, the Cunard, Inman, and North German 
Lloyd contracts expired. No new contracts were concluded, but it 
was decided to adopt a system of employing from month to month 
the best vessels that could be obtained, paying the owners a rate per 
pound for letters and printed matter actually carried.82 

Under the last contract the annual payments for the mails to the 
United States ranged from £109,000 to £118,000 (from $530,400 to 
$574,200) per year; for the year 1877 the total cost was £28,214 
($137,300). During the period 1868 to 1876 the- annual payments 
were made to three companies, the Cunard, Inman, and North Ger
man Lloyd; in 1877 the payments went to six companies, the White 
Star (Oceanic Steam Navigation Co.), Guion, and Anchor Lines 
being added. During the period 1868 to 1876 the highest payment 
to one company was £80,000 ($389,300), in 1868, to the Cunard Line; 
in 1877 the Cunard Co. was paid £8,022 ($39,000) and the Inman 
Co. £5,482 ($26,700).88 

According to the report of the British Postmaster General for 
1878 the initial mail pay of 2s. 4d. ($0.57) a pound for letters and 
2d. ($0.04) ajound for printed matter was increased to 48. ($0.97) 
for letters an to 4d. ($0.08) for printed matter. This rate was ap
plicable to the vessels of the Cunard, Inman', and White Star Cos., 
which complained that owing to receipts from other sources they 
could no longer consent to carry mails for the amount of sea post
age which had been paid them during the preceding 11 months. The 
payment for services to the United States accordingly rose to £57,447 
($279,600) for the year 1880. -

On October 5, 1883, the Postmaster General served notice on all 
contractors carrying mail between the United Kingdom and the 
United States that, effective August 31, 1884, all existing contracts 

, _ would expire, and that in the future monthly contracts would be in 
order at the rate of 35d. or 3s. a pound for letter mail and 3d. for 
printed matter. Tenders for service under this plan were invi~d, 
the bidders to submit logs for the last three voyages of all ships 
offered for the mail service. This notice specified Queenstown as 
the point of departure! which drew representations from the North 
German Lloyd agents, mdorsed by Southampton, London, and South 
of England interests, that Southampton and the North German 

• Report of British Pootmaster General. 1877, 
II Parllamentar, Paper No. 92, vol. 46, 1878. 
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Lloyd should be included in this consideration. Tenders were not 
received from a sufficient number of companies to guarantee satis
factory service, whereupon the Cunard, White Star, and Inman 
companies jointly proposed a continuation of both the old rate of 
pay and the 12-month contract, which was accepted by the post office. 

In 1886 the agreement with the Cunard, Inman, and White Star 
Cos. expired and bids were again submitted but so framed that mail 
to New York could not be carried by any other line. This offer was 
declined by the post office and a 3-month agreement was concluded 
with the Inman, Guion, and North German Lloyd Cos. 

Following thIS an agreement was made with the Cunard and 
White Star Lines for two services a week from Queenstown.34 The 
Cunard and White Star contracts were concluded on May 3, 1887, 
effective from March 1, 1887, to March 31, 1888, to be continued 
thereafter subject to 12 months' notice. The contractors were paid 
3s. ($0.73) a pound for letter mail and 3d. ($0.06) a pound for other 
mail. This agreement remained in force until August 1, 1899, when 
another agreement was concluded, with flexible provisions that de
creased the rate of pay as the volume of mail increased. 

PERIOD FROM 1903 TO 1927 

CONTRACT OF JULY ao, 1903 

By the agreement of July 30, 1903, fixed annual payments for the 
serVIce between Liverpool, Queenstown, and New York were again 
established. Under the agreements of 1899 the mail payments 
to the Cunard Co. increased from £58,000 ($282,300) during the first 
year to £62,000 ($301,700) during the last year preceding the con
cluding of the contract of July 30, 1903. In view of reasonable 
expectation of increase of mails: the annual payment under the new 
contract was fixed at £68,000 ($330,900), effective for 20 years begin
ning on the date of the first sailing of the second of two vessels to be 
built under provisions of another agreement with the same company .. 

Under the agreement of July 30, 1903, the company was to carry 
the mail at increased speed, and was also to convey parcel-post matter 
in the amount of 100 tons measurement space in each direction each 
week without extra charge. Previously, parcel post had been sepa
rately paid for. 

Events preceding the c<mtract of 1903 

The joint contract concluded between the British Admiralty, the 
Postmaster General, and the Cunard Steamship Co. on July 30; 1903, 
again marked a turning point for British speed supremacy in the 
North Atlantic. Passenger returns toward the end of last century 
had shown diminishin~ returns to British vessels and great increases 
to German vessels. The following table, prepared from the annual 
statements of the landing agent at Ellis Island, will illustrate the 
position of the two ~rincipal British companies as comJ?ared with 
two German compames. The American Line, under Umted States 
registry, was one of the most popular trans-Atlantic lines during the 

.. Report of the British Postmaster General, 1887. 
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period and held high place in the speed records due to the per
formances of the Oity of Paris and the Oity of New York. 

TABLE 44.-PASSENGEBS LAlmm AT NEW YORK BY LEADING BBITISH AND GERMAN 
S';1'IlAloISHIP CoMPANIES 

, 
Cunard Line While Star Line 

I 
Nortb German H8mbnrg~American 

Lloyd Line 

Yeer I Steerage Cabin Steerage Cabin Steerage Cabin Steerage Cabin 
passon- passon- pa.'ISeD- passen- passon- passen- 1 passen- , passen-

gers gars gars gars gers gars I gars gers 
---------------1------18113 __________________ 

18, 462 25,103 13,327 28,876 15,930 68, 465 1 13,052 33,091 1894 __________________ 
18, 362 19,175 n,520 20,898 12, 049 19,927 9,594 18,463 1895 __________________ 
18,844 21,724 11,805 30,725 10,805 44, 326 I 10,543 30,141 1896 __________________ 
17,909 20,681 n,607 21,220 10,921 

~~I 
12, 173 32,280 1897 __________________ 15,196 17,303 10,104 19,271 12,589 10,556 15,270 1R98 ______ : ___________ 16,692 20,463 10,332 20, 764 15, 794 32,205 8,056 20,092 1899 __________________ 19,045 20,853 12, 741 25,2Q! 17,759 53,646 14, 108 38,059 I !IOO __________________ 

20,000 22, 751 14, 948 29,370 23,350 64,698 23,279 65,384 1901 ______ : ___________ 17,783 19,943 18, 167 30,463 20,403 76,804 20,524 63,223 1902 __________________ , 16, 308 23,650 18,402 40,225 24,568 81, 074 1 20,108 84,295 
I 

A more serious element, however, was the fact that the new "Ger
man vessels were no longer products of British shipyards but were 
turned out principally by the Vulcan Yard at Stettin. The loss of 
the North Atlantic speed records, while injurious to prestige, was not 
so serious to national economic welfare as were the possibilities of 
loss of construction of German ships and consequent loss of activity 
in the British shipbuilding industry. The British professional and 
technical press of the period criticized existing conditions severely 
but credited the enterprise of German owners, rather than the profes
sional superiority of German shipbuilders, with the production of the 
efficient high-speed fleet, and charged British owners with the respon
sibility for the loss of the trans-Atlantic speed records. It is there
fore of especial interest that the ultraconservative Cunard Co. 
should again become the medium through which British shipbuilding 

" was to redemonstrate its resources in ship construction. 

Organization of the International Mercantile Marine provided the 
()('casion, and perhaps the fundamental reason, for the new contract 
with the Cunard interests. The International Mercantile Marine was 
a combination headed by J. P. Morgan, Bernard N. Baker, and 
Clement C. Griscom, of the American Line. This combination ab
sorbed the Atlantic Transport Co. and the American, Red Star, 
Leyland, Dominion and White Star Lines. 

Both the North (krman Llovd and the Hamburg-American Lines 
were threatened witli absorption into the combine, but obtained in
stead a working agreement by which the ~ternational. ~ercantile 
Marine agreed not to call at German ports WIthout per~SSlon from 
the German companies. In return the German compames a~d to 
support the combination in any rate war brought by new competItors. 
The German companies agreed to pay to the Internation!,l Mercan~~e 
Marine 25 per cent of any surplus above 6 per cent reqmred for dlVl-
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dends to stockholders in the German companies. The International 
Mercantile Marine agreed to pay to the German companies any 
missing sum required to make up a 6 per cent dividend to ,the stock-
holders of the German companies. . 

The International Mercantile Marine contracted with the British 
Government to keep the White Star and certain other fleets UIider 
British nationality and control. The Compagnie Generale Trans
atlantique, being largely subsidized by the French Government, and 
considering its New York service as only a branch of its business, had 
little pressure brought on it to join the combine. 

Considerable official concern arose as to the possibility of the 
Cunard Line joining the combination.86 The result was that the 
Cunard Co. contracted as stated, under date of July 30, 1903. 

Term8 of the Ounard. contract 

Part I. Admiralty prO'VinonB.-The Admiralty and Board of Trade 
requirements under Part I of the contract of July 30, 1903, may be 
summed up as follows: 

1. The Cunard Steamship Co. agreed to build two vessels of 24 to 
25 knots speed according to plans and specifications approved by the 
Admiralty. 

2. The Government acquired the right to purchase or hire these or 
any vessels owned by the company as per an agreed schedule. 

a. The company agreed 'not to unduly raise freight charges or rates 
and not to give undue preference to foreigners. 

4. Any vessel of 17 knots speed or above subsequently built by the 
company during the life of the agreement should have its plans 
approved by the Admiralty. 

5. The company agreed to afford the Admiralty facilities for fitting 
armament on board and to give the Admiralty free storage in the 
company warehouses for Admiralty equipment. 

6. The company agreed not to charter or hire any vessel, except to . 
the Indian Government, without seven days' written notice to the 
Government. 

7. All officers and 75 per cent of the crew were to be British sub
jects. All deck officers and not less than half of the crews of the 
three principal vessels in service were to be naval reservists. Failure 
to fulfill thIS provision carried a penalty of £60 per head for every 
person below this scale, to be deducted from the annual sum of 
£28,000 due the company under an agreement with the Admiralty 
dated October 24, 1902. This agreement was to continue in force 
until the two new vessels entered service. 

8. To sell no vessel of 17 knots or above. 
The Admiralty was. to pay the company £150,000 ($730,000) 

annually-£75,000 annually upon entry of the first vessel in service 
and £75,000 annually upon entry of the second vessel into service. 
(Clause 6.) 

There was to be advanced to the company as a loan £2,600,000 
($12,653,000) with which to build the ships. This constitutes the 
only instance of a direct public loan being granted to a British ship
ping company by the British Government. 

• See Parliamentary Papers, Report on Steamship Subsidies, 1902. 
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The loan was secured by a mortgage upon the assets of the com
pany. Interest charges were to be at the rate of 2% per cent per 
annum and interest was to begin on one-half of the total amount 
when the first vessel entered the service, irrespective of how and 
when the loan was advanced, and one-half upon entry of the second 
vessel into service, thus providing no interest charge on any sums 
advanced during the period of construction. 

The loan was repayable in 20 annual installments beginninO' one 
year after the entry into service of the second ship. to 

The company was to issue one share of stock, valued at £20, to the 
Government. . 

Part II. Postal, se1'1Jices.-Postal-service requirements were to com
prise weekly sailings on Saturdays from Liverpool, under a fixed 
annual payment of £68,000 ($330,900) as previously outlined; 100 
measurement tons (4,000 cubic feet) of parcel-post matter were to be 
carried free. Any excess over this amount was to be paid for at the 
rate of 26s. 3d. ($6.39) per 40 cubic feet. 

Part III. General provisions.-Part III of the contract contained 
various general understandings. The fleet considered as included in 
the agreement consisted of 17 vessels of 110,782 tons at an agreed
upon value as of September 29,1902, of £1,990,550 ($9,687,000). 

In case of purchase of any vessel by the Admiralty the purchase 
price was to be the value of the vessel on the date of notice of inten
tion of purchase plus 10 per cent. 

Right to hire the vessels was governed by the following schedule: 
Rate per gross ton per month if Admiralty· provided and paid crew: First 

four months of each period of hire.-Speed of vessel above 22 knots per hour, 
25s. ($6.08); 20 to 22 knots, inclusive, 209. ($4.87); 17 up to 20 knots, 2Os. 
($4.87) ; under 17 but above 14 knots, 17s. 6d. ($4.26). For subsequent period.
Speed of vessel above 22 knots per hour, 25s. ($6.08l.; 20 to 22 knots, inclusive, 
20s. ($4.87); 17 up to 20 knots, 17s. 6d. ($4.26); under 17 but above 14 knots, 
15s. ($3.65). 

Rate per gross ton per month if company provided and paid crew:· First four 
months of each period of hire.-Speed of vessel above 22 knots pel' hour, 30s. 
($7.30) ; 20 to 22 knots, inclusive, 24s. ($5.84); 17 up to 20 knots, 24s. ($5.84) ; 
under 17 but above 14 knots, 209. ($4.87). For subsequent period.-Speed of 
vessel above 22 knots per hour, 30s. ($7.30); 20 to 22 knots, inclusive, 24s. 
($5.84) ; 17 up to 20 knots, 21s. 6d. ($5.23); under 17 but above 14 knots, 17s. 
6d. ($4.26). 

The articles of association of the CnnardCo. were SOl altered as t~ 
comply with the requirements of guaranty of British nationality and 
protection of the equity of the. Governmen~. Ela~oratesafeguarding 
against stock transfer to foreIgn ownership was Included. The sec
ond schedule stated: " It is tOi be regarded as a cardinal principle of 
the company that it is to be and remain under British control." 
Under this requirement it was specified that no foreigner should. be 
gualified for. a principal officer in the company, such officers nu.m
bering 11, from general manager to masters and deck and engme 
watch officers. 

Speed requirements 

The Admiralty laid down th~ proposition. that there must be no 
compromise with speed. The ShIpS were reqUIred to make 24% knots 
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in moderate weather. If they made only 23lh knots, the payment 
was to be reduced according to the following language: 

* * * If either of the said two new steamships referred to in clause 3 
hereof, or any vessel substituted therefor, shall not before such vessel sails on 
her first voyage be proved to the reasonable satisfaction of the Admiralty to be 
capable of maintaining a minimum average ocean speed of 23% knots an hour 
in moderate weather, then the special value of such vessel to the Admiralty, so 
far as regards speed, shall be deemed not to exist, and the annual payment of 
£150,000 shall be reduced to such an amount as in default of agreement may be 
determined by arbitration by an arbitrator appointed by the Lord Chief Justice. 

The Admiralty had previously appointed a committee on mercantile 
cruisers to investigate and I;eport upon technical matters. The com
mittee reported in December, 1902, substantially as follows: 

1. Nearly all large vessels of high speed were structurally strong 
enough to carry and fight 4.7-inch guns. 

2. They were subdiVIded up to existing Admiralty standards. 
3. They could be fitted with steering gear below the water line 

without difficulty and at an expense of between £500 to £1,000 per 
ship per annum, including an excess of first cost, depreciation, and 
upkeep. 

4. The principle of an annual Admiralty payment was adopted. 
5. Payment was to be made on the basis of a speed-cost scale worked 

out for 20 to 25 knots, as follows: 

TABLE 45.-SPEEIl,COST SCALE OF BBITISH SUBSIDY PAYMENTS 

Annual subsidy 

Average ocean speed 
Fir;;t !""'t, Indicated 
buildmg, horsepower 

etc. Sterling 
Equivalent 
in United 
States cur-

20 knots •• ___ • _________________________________________ _ 
21 knots_. _____________________________________________ _ 
22 knots _______________________________________________ _ 
23 knots _______________________________________________ _ 
24 knots _______________________________________________ _ 
25 knots _______________________________________________ _ 
26 knots _______________________________________________ _ 

1 Convertad at the par rate 01 $4.8665. 

£350,000 
400,000 
470,000 
575, 000 
850,000 

1,000,000 
1,2.)(),OOO 

19,000 
22,000 
25,500 
30,000 
40,000 
52,000 
61>,000 

£9,000 
19,000 
40,500 
67,500 

100,700 
149,000 
204, 000 

rency 1 

$43, 800 
92,465 

197,100 
328,490 
489,050 
725, 110 
992,765 

According to this scale it was estimated that a 25-knot ship would 
cost nearly three times as much as a 20-knot ship; would require 
nearly three times the power and sixteen times the subsidy of a 
20-knot ship. 

Engineering problems 

While ordinary engineering details and development have no place 
within the limits of this studYt the extraordinary problems which 
arose in respect of the constructIon of the Lugitania and the M aure
tCTll/,UJ under this contract" and their solution and results, are entitled 
to mention as effects of a prescribed cause. 

The British Government advanced $12,600,000 to build the two 
ships in effect as auxiliary cruisers, or $6,300,000 per ship. The Gov
ernment agreed to advance $364,000 per ship per· year for 20 years, 
a total of $7,280,000 per ship for the 20-year period, to offset the high 
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c~ of opera~ing them. This con~tituted a direct Admiralty subsidy, 
wIth no reqUIrements except avaIlable speed and constant condition 
for sp~ed. It was no~ considered. as a r~tainer for the right to use 
the shIps by the Admiralty, a polIcy whICh had for some time been 
declared of no interest inasmuch as the right of the state to requisi
tion vessels is inherent with the registry of a vessel or, under all 
circumstances, a prerogative of the Crown. 

Within six months after entering service these ships began to show 
how accurately they had been designed and equipped for speed. 
Thus, by June, 1908, the LwsitaniaJ had covered a 2,889-mile course 
in 4 days 20 hours 22 minutes, at an average speed of 24.83 knots, 
while the llf UfUretaniaJ did the course of 2,890 miles in 4 days 20 hours 
15 minutes at an average speed of 24.86 knots, a difference of 7 
minutes in time and 0.03 lmot in speed. Significant of the coming 
possibilities of the llfOJlJl!'etania was the fact that on this voyage the 
ship used only three propellers, the fourth having been injured. 
During the first six months of 1909 the llfawretania made 10 succes
sive passages in which the average ocean speed was 25.42 knots and 
the average of the best day's run was 26.03 knots. 

PERIOD FROM 1928 TO 1932 

OUNARD AND WHITE STAB OONTRACTS OF JUNEl 27, 1928 

The current postal contract between the British Postmaster Gen
eral and the Cunard Steamship Co. for mail services between 
Southampton and New York was concluded on June 27,1928, and is 
effective for a term of five years from November 16, 1927, continuing 
thereafter from year to year subject to 12 months' notice of change 
by either party. 

This contract supersedes that part of the general agreement of 
July 30, 1903, amended by a supplemental Jlgreement of December 20, 
1917, between the Admiralty, the Board of Trade, and the Post
master General, which provided for the construction of the Lwsitania 
and the llfauretania. (See p. 240.) The Admiralty and the Board 
of Trade -did not wish to renew the original agreement, and the new 
contract is consequently limited to the conveyance of mails, but in
cludes certain clauses relating to the requirements of the Admiralty 
and the Board of Trade which it is now customary to insert in such 
contracts. . 

Term8 of OunlIlra contract 

Payments.-The present contract is to be carried out by the Cunard 
Steamship Co. for a consideration of £100,000 ($486,700) annually. 
The payment under the old contract was £68,000 ($330,900), reduced 
under a supplemental agreement to £6?,3~0 ($318,200). . 

The increase is due to the large gam m the volume of mall, and 
increase or decrease in payments is prov;ided in a~di~ion to the . 
£100,000 specification by the ~lause: "SubJect to. varIatIOn by half 
the ascertained percentage of mcrease or decrease m the event of the 
volume of mail traffic increasing or decreasing by 8 per cent or more." 
This means that if the volume of mails should fall by 8 per cent the 
Postmaster General may call for a reduction in payment of "half 
the ascertained percentage," or 4 per cent, £4,000. By the same pro-
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vision the company would be entitled to an additional £4,000 per 
annum if the mails rose 8 per cent in volume. For the year 193~1 
the payment to the Cunard Co. was £92,307. 

Reg'lilfN'ity and 8peed.-Regularity of sailings and speed require
ments under the contract are covered by the following stipulations: 

" Each mail ship shall on the day and at the hour above mentioned 
(noon on Saturdays) put to sea from Southampton." 

"Each mail ship shall be capable of maintaining an average sea 
speed of 20 knots per hour." 

Oarrriage of mails.-In general the weekly services are from 
Southampton to New York via Cherbourg. Mails are to be carried 
on any company steamer to America, and comprise all mails, includ
ing all parcels of all weights. Formerly parcels weighing more than 
11 pounds were separately paid for. 

In the language of the contract, the company shall carry (a) "all 
mails which the Postmaster General or any of his officers or agents 
shall from time to time and at any time require to be so conveyed," 
and (b) "all mails which the French postal authorities or any of 
their officers or agents shall in pursuance of any agreement with the 
Postmaster General or any convention for the time beinR in force 
from time to time and at any time require to be conveyed.' 
. Similar provisions are made for the Irish mails; also "from the 

United States to the United Kingdom all parcel mail which the 
Postmaster General shall require in agreement with the United 
States postal authorities." The company may not accept dominion 
or foreign mail except with the consent of the Postmaster General, 
and all mail carried shall be deemed as having been received from 
the Postmaster General. 

Natioruility requirerMnts.-A general provision requires the mas
ter and officers and at least three-fourths of the crew to be British 
subjects on the vessels which may come under the contract. The 
chairman and managing ''''iirector and majority of the board of 
directors of the contracting company are required to be British 
subjects. . 

Admiralty provisions.-The general naval-reserve provisions for 
the Admiralty under the contract are covered by the following 
stpulations : 

1. Such of the mail ships as may be from time to time agreed be
tween the Admiralty and the contractor shall be stiffened to carry 
an armament of guns not exceedin~ 6 inches in caliber, the cost of 
such stiffening bemg borne by the Admiralty. 

2. In such of the mail ships as shall be built by the contractor in 
the future, endeavor will be made to protect the steering gear. 

3. The contractor will encourage the practice of the Admiralty 
system of signaling (both visual and wireless) with men-of-war sig
nal stations and merchant vessels, and in the case of visual signalin&: 
will furnish the contractors' ships with a modern equipment ot 

. lamps and apparatus. 
4. The contractor will cooperate in the distribution of naval 

intelli~ence. 
5. The contractors will encour!1ge the Royal Naval Reserve move

ment among the officers and men on board the contractors' ships.so 

• Post Office and Telegraph (Money) BI11. 1928. Paper 95, Great Britain, House of 
Commonll, Bess. Papers, vol. 19, 1928. 
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Term8 of White Star oontract 

The present contract between the British Government and the 
Oceanic Steam Navigation Co. (White Star Line) was concluded 
on June 27, 1928, and supersedes a contract of August 26,1914, which 
had been renewed from year to year at a fixed annual payment of 
£72,000 ($350,400), increased to £78,000 ($379,600) in 1925. 

The contract is effective for five years from November 16, 1927, 
renewable annually, subject to 12 months' notice by either party. 
In other respects the contract is identical with the Cunard contract in 
the same service (Southampton-New York), the annual payment 
being the same-£l00,OOO.sT 

In July, 1930, the annual payment was increased to £104,000 
($506,115), and for the financial year 193~1 the payment made to 
the White Star Co. under the contract was £100,516 ($489,160). 

WEST INDIES SERVICES 

. The origin of what is now the central unit of one of the largest 
shipping organizations in the world, the Royal Mail Steam Packet 
Co., lay in the establishment of subsidized steam services from the 

. United Kingdom to the West Indies. The granting of the original 
charter, the organization of the company, and the services established 
rested on a contract with the British Government."s 

The original subsidies were sufficient to meet large losses in the 
initial operations. Commercial results soon made the venture a 
profitable undertaking; for a considerable period, however, the com
pany was obliged to continue expansion of services and to supply 
larger and faster vessels. From 1874 payments were sharply re
duced, until they comprised only remuneration for mail actually 
carried. Contracts were again concluded at relatively low annual 
payments. In 1917 the contract system ceased entirely for the Royal 
Mail West Indies operations, except about £10,000 ($48,665) annually 
for carrying parcel post. 

In the wide ramifications of this organization some of the affiliated 
companies operate subsidized services for the home Government. 
Thus the White Star Line, purchased in 1928, operates a mail service 
to New York for £100,000 ($486,650) annually (increased to £104,000 
in July, 1930), and the African Steamship Co. and Briti!lh & 
African Steam Navigation Co. are paid a total of some £15,000 
($73,000) annually for their services. Some of the affiliated com
panies receive mail subsidies from colonies. 

FOUNDING OF ROYAL MAIL STEAM PACKET CO. 

The Roy~l Mail Steam Packet Co .. ~s the ~en~ral organiz!l-tion in 
a combinatIon of more than 20 BrItIsh shIppmg compames con-

:.: !.di:'·the earlier days of the West Indian colonies, the malls were in the direct 
char"e of the British Government, and gunbrigs conveyed the letter. ~o and frOID the 
Islands. These vessel. proceedpd under sail, and when steam propulSIOn began to be 
applied to ocean transit it became a que.tlon with the Government how best to take 
advantage of this new development. The question was solved by accepting tbe 
proposal of some enterprising mercbants to torm a company fo.r the. purpose of takin!! 
the responsibility off the sboulders ot the Government In conSIderation of a subsidy. 
History of the Royal Mall Steam Packet Co .. R. S. M. P. Pocket Diary. 1910, p. 81. 
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trolling the operations of about 2,000,000 tons of shipping. An 
approximate balance sheet as of December 31, 1930, carried the book 
value of the Royal Mail fleet and the fleets which are 100 per cent 
subsidiaries of the parent company at £9,371,734 ($45,607,545>;" and 
an-estimated going-concern value of £6,000,000 ($29,199,000). uther 
properties and investments in other companies brought the total 
book value up to £23,526,151 ($114,490,015) and the going-concern 
value up to £13,965,873 ($67,964,920). Among the principal sub
sidiaries are the White Star Line (Ltd.), Oceanic Steam Navigation 
Co. (Ltd.), Aberdeen Commonwealth Line (formerly Australian 
Government service), Pacific Steam Navigation Co. (Ltd.), Union
Castle Mail Steamship Co., Elder? Dempster & Co., Shaw, Savill & 
Albion Co., and the British & AfrIcan Steamship Co. 

The original charter of the Royal Mail was granted September 
26, 1839. The company took its title as a result of the activities for 
general postal reforms then being conducted in England, as well as 
elsewhere. The purpose of founding the company with a relatively 
large capital, £1,500,000 ($7,300,000), was to insure a more rapid 
transport of mails to the colonies than had been the practice in con
nection with Admiralty vessels. It was thought at the time that 
with closer mail service between the United Kin~dom and the West _ 
Indies British interests in the West Indian colorues could be greatly 
expanded. Therefore, established regularity was sought, in the 
language of the charter, through" regular succession of vessels," 
such vessels to be specially employed for the carriage of mails. The 
charter expressed the opmion that it would be "for the advantage 
of the public services that * * * vessels should be furnished 
through the medium of merchants and other persons with capital." 

ORIGINAL CONTRACT OF 1840 

The first contract between the British Admiralty and the Royal 
Mail Steam Packet Co. was concluded by negotiation on March 20, 
1840. So long as the responsibility for contract services rested with 
the Admiralty renewals of the original contract were made under 
process of negotiation and not under specifications for public bids. 
Not until after the Postmaster General assumed responsibility for 
contract services (see p. 232) were the serVices advertised for com
petitive bidding. 

The contract of March 20, 1840, was to become operative on Decem
ber 1, 1841, for 10 years from the day the first vessel sailed with mail. 
Upon expiration of the contract it was subject to continuation until 
12 months' notice of termination had been given. 

TERMS OF THE CONTRACT 

Not less than 14 steam vessels (of 400 horsepower or above) and 
4 s~iling vessels .w~re to be provided by the company under the stipu
latIOns of the orIgmal contract_. The steamers were to be constructed 
under naval inspection and were to be capable of mounting the 
largest guns then used in the navy. Vessel equipment was to be 
kept abreast of developments during the life of the contract. Sailings 
were to be twice a month from channel ports to Barbados by way of 
Jamaica and Cuba to Mobile, with branch services to Tampico. and 
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Vera Cruz and from Habana to New York and Halifax such routing 
subject to alteration by the Admiralty. ' 

T~e. annual payment to the company was £240,000 ($1,168,000). 
AddItional payments were to be made provided, if-

1. Insurance rates rose above £6 6s. per cent due to causes of a 
public or national character; 

2. Coal freights rose to more than £1 2s. 6d. ($5.47) ; 
3. Insurance on coal rose above £2 2s. per cent. 

Such inc~e~ses. w~re not to exceed £60,000 per annum. 
The pngmal ~1.l1eage to be cover:ed by th~ company in these services 

w~s 684,816, .whICh would result ill Ilis~bsldy rate of $1.70 per mile 
saIled. Dunng the first year of operatIOn the company sustained a 
loss of :£79,790 ($388,300), whereupoIl; the Government reduced the 
required mileage to 392,973

i 
by which the relative subsidy was in

creased to nearly $3 per mi e. The net cost to the Government as 
represented by the difference between the cost of the subsidy and'the 
mail revenues, amounted to about £180,000 ($876,000) during the first 
year of operation.s9 , 

COMPANY INVESTMENT IN PANAMA BAILBOAD 

By the time the first contract had expired the economic forces 
which were to stimulate the immense expansion of the Royal Mail 
had begun to be effective. Trade increased to such an extent that 
the company soon declared dividends, which rose from 30 shillings 
($7.30) per share in 1844 to £2 ($9.73) in 1848. The gold discovery 
in California and the consequent stimulation in both cargo and 
passenger movement to the Isthmus of Panama were factors favor
able to the RoyaI Mail Co. Again, the investigation of routes to 
Australia resulted in the House of Commons recommending the 
Panama route in 1849. This, in addition to the Panama Railroad, 
which was then projected in the United States, placed the Royal Mail 
Co. in a highly strategic position in so far as its future fortunes were 
concerned. The company advanced £25,480 ($124,000) tnward the 
building of the Panama Railroad. 

CONTRACT OF 1852 

In 1852 the contract was renewed. The subsidy was increased to 
£270,000 ($1,314,000) and the mileage to 547,296. The longer mileage 
was caused by the inauguration of a branch line to Brazil. By this 
contract the original speed requirement of 8 knots was raised to 9 
knots and met through the construction of five new vessels of 2,250 
gross tons and 800 horsepower each. . 

In 1857 this contract was altered. The RoyaE Mall amalgamated 
with the European & Australian Mail Co. for the purpose of carry
ing mail to Australia by -yvay of the overla,nd .route through Egypt. 
This project proved a failure.. Another reqUIrement under the. r~
vised contract was the acceleration of the malls from England to RIO 
de Janeiro from 62 to 55 days. The company was required to provide 
three more vessels of 3,000 tons and 800 horsepower, and a fourth 

'" Lindsey, History of Merchant Shipping, vol. 4, p. 296. 
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small vessel with which to speed up the mails from Rio de Janeiro 
and the River Plate. By means of this revision the mail time froUi 
England to Panama was reduced from 59 to 42 days. 

CONTRACT OP 186( 

In 1864 the contract was renewed and the subsidy reduced to 
£172,914 ($841,485), whil'e speed requirements were raised to 10% 
knots. 

In 1866 it was agreed that each alternate sailing should proceed 
direct from St. Thomas to Colon without stop at Jamaica, thus re
ducing the time still more between England and Panama. 

In 1868 a change from paddle-wheel to screw-propeller propulsion 
was decided upon. . In undertaking this change the company re
quested and received an extension of its contract until 1874. In 
return for this concession the Government was to receive one-half 
of all profits above 8 per cent, this provision being by way of guar
anty that the proceeds of subsidies should not develop unreasonable 
profits. . 

CONTRACT OP 1874 

In 1874. when contract services had come under the direct super
vision of the Postmaster General, publIC tenders were called for un
der published specifications. Services in the Atlantic had by this 
time developed to a point where competitive bidding would result in 
reasonable expenditures for regularity of service for the mails. The 
Royal Mail Steam Packet Co. bid in the service for £84,750 ($412,-
435), or one-half the previous contract for practically the same serv
ice requirements. This amount was increased by £2,000. 

In 1878 the annual subsidy was reduced to £80,000 ($389,320); in 
1890 it was increased to £85,000 ($413,650), when the service was 
placed on a fortnightly basis. From 1895 on the annual subsidy was 
£80,000 ($389,320). 

PINAL PRE-WAR CONTRACT 

The final contract between the British Government and the Royal 
Mail Steam Packet Co. was concluded on November 4, 1911. Pre
ceding this and following the contract of 1895 (which was renewed 
from July 1, 1900 to June 30, 1905) the mails to the West Indies 
were carried at ordinary ship-letter rates until June 6, 1907, when a 
contract, terminable upon six months' notice, was concluded for a 
total payment on a weight basis of about £20,000 ($97,300) annually. 

The contract of November 4, 1911, was effective retroactively from 
January 18, 1911, to August 9, 1917, and was to end concurrently 
with other contracts between the company and Crown agents for the 
colonies. For this service the company was to receive £62,900 
($306,100), less receipts from sea postage. The net cost was reduced 
by contributions to the home Government in a total amount of £23,000 
($111,900) jointly by Trinidad, British Guiana, and Barbados. 

In 1917 the contracts were not renewed, partly because the war 
interfered with the performance of voyages but mainly because the 
company took the position that the obligations imposed on it by the 
contract involved trouble and expense for which the subsidy was 
inadequate compensation. The company is now paid according to 
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the quantity of mail carried to the West Indies at the rates of sea 
postage; contract payments are limited to parcel-post services only. 

The Royal:Mail Steam Packet Co. is no longer under any contrad 
service arrangement with the home Government except in so far as 
the small parcel-post contract may apply. Through acquisition of 
the White Star Line, the Royal :Mail interests are in position to 
maintain connecting services from New York to Halifax and to the 
West Indies, making the trans-Atlantic passage by high-speed White 
Star vessels. 

GOVEllNJDNT GUARANTY 01' ROYAL JIAIL GROUP LOANS 

The Royal·:Mail Steam Packet Co. and associate companies and 
subsidiaries have availed themselves to a considerable extent of the 
provisions of the British trade facilities acts of 1921-1926 and the 
loans guaranty act of Northern Ireland. (See pp. 256-261.) The 
loans obtained by these interests under above acts are stated in 
Table 46. 

TABLII46.-LoANs OirrAINm BY ROYAL HAIL Sn:AJI PACKEr CO. A;."'D Assocun:s 
Ul'I1JI3 TBADIII FACIL1TDlS Aars AND LoANS Gu.A.BANTY Aor 

: ~:.e-:!. "',:e = =t~ original 8OthorisatiollS .....,pt for the Pacific Steam Navigation 
Joan, wbich, 8Ot"""-l for £1.000.000. underwent B subsequent reduction of £750,000. 

I original8OtborizatioD, £1,000.000. 

SlJMHAItY 01' WEST INDIES OPERATIONS 

The following summary of the Royal :Mail Steam Packet Co.'s 
operations in the West Indi~ is taken from a report prepared ~y 
Vice Consul Herman C. V ogemtz, Barbados, August 20, 1930. VarIa
tion in dates or amounts from those already given may be accounted 
for on the basis of budget expenditures and colony contributions, 
the figures already given being based entirely upon contract text. 

85083-32-18 
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TABLm 41.-RoYAL MAIL Co. CONTRAOl'S FOB WEST INDIE9 SEKVlCl!l8 

Annual amonnt 

Duration 1---.----1 TraIlS-
o~~~ Eqnivalent A~iC 

I years Sterling In United knotS 
Period 

rency I 

------------------~----------I 
States cur-

ifiEim~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~j J £~~ StHtm 98:~i: 
187&-1879___________________________________________________ 5 86.760 422, 170 11 
1880-1885___________________________________________________ 5j-i 80,000 389,320 llj-i 
188&-1890___________________________________________________ 5 90,000 437,985 12 
1890-1895___________________________________________________ 5 85,000 413,650 13 
189&-1900___________________________________________________ 5 80,000 389,320 13 
1000-1902 ___________________________________________________ , 2 80,000 389,320 13 

im=irfI::::::::::::::::::::::::::::::::::::::::::::::::::: -------:-- -----~:- ----::- ~~~~~;== 
I Converted at the par rate of $4.8665. 

From 1905 to 1911 there was.no trans-Atlantic contract (except 
on a poundage basis). In 1907 a 10-year contract for an inter- . 
colonial service was signed, the subsidy being £25,000 ($121,700), 
payable half by the Imperial Government and half by the colonial 
government. It is included in the £88,000 shown in Table 47 as 
payable in respect of the years 1911-1915. 

The West Indian contribution to the trans-Atlantic and inter
colonial subsidies under the last two contracts was as follows: 
Antigua, 1902-1905, £1,000; 1911-1915, £879; Barbados, 1902-1905, 
£4,000; 1911-1915, £4,000; British Guiana, 1902-1905, £4,200; 1911-
1915, £7,700; Dominica, 1902-1905, £450; 1911-1915, £779; Grenada, 
1902-1905, £1,000; 1911-1915, £1,260 ; Jamaica, 1902-1905, £2,100; 
1911-1915, nil; Montserrat, 1902-1905, £200; 1911-1915, £163; Nevis 
and St. Kitts, 1902-1905, £979; 1911-1915, £879; St. Lucia, 1902-1905, 
£1,000; 1911-1915, £1,260; St. Vincent, 1902-1905, £450; 1911-1915, 
£580; Tortola, 1902-1905, £50; 1911-1915, nil; Trinidad, 1902-1905, 
£4,600; 1911-1915, £18,000; a total for 1902-1905 of £19,600 ($95,400) 
and for 1911-1915 of £35,500 ($172,800). 

Of the 1911-1915 subsidies the following amounts were for the 
trans-Atlantic service: Trinidad, £16,300; Barbados, £4,000; British 
Guiana, £2,700 . 

. CENTRAL AND SOUTH AMERICA SERVICES 

At about the same time that the Royal Mail Steam Packet Co.'s 
operations to the West Indies began, another British service was 
organized to trade in the Pacific on a contract basis between Central 
and South America. This was the Pacific Steam Navigation Co., 
now a member of the Royal Mail Steam Packet organization. 

The original charter of the enterprise that was later to become the 
Pacific Steam Navigation Co. was granted on February 17, 1840. 
The original capital was limited to £250,000, of which £94,000 was 
paid up; £72,000 of the original capital was lost durin&, the first 
five years, due primarily to the cost and difficulty of obtaIning fuel 
supplies. 
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The postal contract for this undertaking was concluded in 1845, 
for ~15,000 ($73,000). !lnnually. Under tl:iis contract the company 
prOVIded monthly sailings for a payment of £20,000 ($97,000) an
nually between Callao and Valparaiso. 

CONTRACT OF 1850 

The contract of 1845 was extended in 1850 by a' contract under 
which the company was required to build six vessels 'of 170 horse
power. This was later amended to four 1,000-ton ,vessels of 350 
horsepower. The annual payment under this contract was £25,000 
($121,700) at the rate of 3s. 10d. ($0.93) per mile. 

In 1853 the company petitioned the Government for higher subsi
dies, owing to losses sustained on the fuel consumption of the large 
ships. This request was refused, but a subsequent temporary ar
rangement was made whereby the company was allowed to substitute 
100-horsepower vessels of 400 tons, which were deemed suitable to 
the passenger .trade and the mails at 10 knots speed. This enabled 
them to connect with the British mails carried by the Royal Mail 
to Panama. The subsidies were increased by £5,000 for the increased 
service. 

Lindsey records in his History of Merchant Shipping that the 
Pacific Steam Navigation Co. installed compound engines in its 
vessels from 1856 onward, and that in this respect the company 
was not only among the first to adopt this type of engine but for 
14 years was almost alone in this respect. The primary trouble 
which the company had encountered, that of fuel expense and supply, 
was greatly reduced by this measure. 

CONTRACT OF 1865 

In 1865 the charter of the company was extended to include opera
tions not only on the Pacific coast of South America but also between 
the west and east coasts of South America to the River Plate, includ
ing the Falkland Islands and such other places in North and South 
America or other foreign ports as the company desired. This en
abled the company to establish direct services between the United 
Kingdom to the west coast of South America by way of the Strait 
of Magellan. The company's capital was increased to £2,000,000, and. 
in May, 1868, a 2,000-ton vessel of 450 horsepower was sent on the 
first monthly voyage. The undertaking was successful. Sailings were 
increased to semImonthly in 1870 and to three times a month in 1871. 
The capital was increased to £3,000,000 in 1871 and weekly services 
were instituted. 

The capital was again increased, this time to £4,000,000, which led 
to charges of overexpansion and also to reduced return on the capi
talization. 

CONTRACT OF 1873 

On January 1, 1873, a poundage contract came into effect which 
paid the company approximately £17,000 ($82,700) per year. The 
post-office estimates state that there was no less to the Government 
nnder the contract, which was renewed in 1878. 
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Mail payments had risen to above £23,000 ($111,900) annually by 
1900, when a 10-year contract was concluded for £32,500 ($158,200) 
annually for the following services: 

1. Once every two weeks from Liverpool to Callao via France, 
Lisbon, Rio de Janeiro, Montevideo, Valparaiso, with calls 
at Stanley in the Falkland Islands every four weeks; . 

2. Once every four weeks from Stanley to Liverpool, with calls 
on the east coast of South America; 

3. Once every two weeks from Panama to Valparaiso; 
4. Once every two weeks from Panama to Guatemala. 

The contract pr9vided that if during its life a canal should be 
completed between the Atlantic and Pacific Oceans the company 
should convey the mails on vessels transiting the canal. 

Admiralty clauses in this contract gave the Admiralty the right 
to hire or purchase the company vessels. Government passengers in 
military service were to be carried at 25 per cent reduction from the 
regular tariffs and all other Government passengers at 15 per cent 
reduction. This contract service expired during the W orId War and 
was not renewed, the present arrangement being mail pay based on 
the amount of mail carried. 

EAST COAST OF AFRICA SERVICES 

The British postal-contract services to the east coast of Africa 
were effective for more than 40 years and, though representing no 
great outlay of public funds, provide an example of commercial 
communications by sea wherein the encouraging effect on shipping 
was not considered nor was it the objective. 

The British mail service to Zanzibar was established in 1873, 
partly with the object of providing regular postal service, but even 
more so for the purpose of facilitating communication' with the 
British naval and consular establishments on the east coast of 
Africa and as 8. means of affording a useful auxiliary in the sup- ' 
pression of the slave trade in addition to the blockade then main
tained by the British Navy!O The results which followed the estab
lishment of the mail service between Aden and Zanzibar justified 
both its inception and maintenance and, by facilitating the super
vision of consular officers and aiding in the development of legitimate 
forms of trade, largely contributed to the suppression of the slave 
trade. 

From 1873 to December, 1882, the contract services between Aden 
and Zanzibar cost annually £10,000 ($48,665). From 1882 to Sep
tember 25,1888, the annual expense was £7,950 ($38,700). The con
tract was then extended for one year in view of the political changes 
taking place on the east coast of Africa. 

Delimitation of the spheres of influence of the United Kingdom 
and Germany and subsequent political changes on the east coast 
of Africa rendered desirable the maintenance and improvement of 
communication under the British flag, while the revival of the power 
of slave traders and disturbances on the coast, together with the 
unsettled state of affairs in Zanzibar, imposed on the British Govern
ment the necessity of maintaining a larger fleet than had been on 

.. Treasury Minute of Apr. 14, 1890. Parliamentary Paper No. 122, vol; 41, 1890. 



GREAT BRITAIN 253 

the station for many years, and of continuing surveillance of the 
coast by consular authorities. Accordingly tenders were again 
invited and a contract concluded with the British India Steam Navi
gation Co., this time for a direct service from London to Zanzibar 
once every four weeks in each direction, at 10 knots, free transporta
tion of consular officers, and for· an annual payment of £16,000 
($77,900). This contract was effective from November 2, 1881,>., to 
November 2, 1891, terminable on 12 months' notice thereafter. 

Upon expiration of the direct London-to-Zanzibar contract, the 
serVIce was again limited to the district between Aden and Zanzibar 
and Mombasa with 7l;2-knot vessels for £9,000 ($43,800) annually. 
This contract remained in force until the World War. 

BUDGET ESTIMATES FOR CONTRACT SERVICES, 1900-1930 

. In order to show the continuity of the British foreign-mail system. 
under the changes wrought by the Wodd War the British postal 
estimates for the period 1901 to 1931 are given below in Table 48. 
All of the estimates do not refer to formal mail contracts; some cover 
only parcel post. 

TABLE 48.-BRITISH FOREIGN AND COLONIAL MAIL SUBSIDY ESTIMATES 

1. UNITED KINGDOM TO (0) ASIA AND AUSTRALIA AND (b) HONG KONG VIA CANADA 

NaplestG 
Adelaide 

I (b) Totel budget esti
mates lor services to 
Hong Kong via 
Canada 

Year l 

(0) TGtaJ budget est!· Brindlsl tG 
mates lor services to Bombay 
Asia and Australia via Aden, 

Shanghai, 
Cclombo, 
Singapore, a~n¥~~dH------.------

1900-1901.. __ • ____ ._ ••••• ____ • 
1901-2 ••• _ •••• _._ ••••••• -.- ••• -
1902-3 ••••••••• _ •••• _.,_ •••••• 
190H._ •••••••••••• : •• ; •••••• 
1904-6. __ •••••• __ ••••••••••••• 
1905-6 •••••• _ •• _._ ••••• _ .-_ ••• 
1906-7 •••••••• _ •• _ •••••••••••• 
1907~._ .• _ •• _ .• _ •• _ ••••. • •• _· • 
1908-9 ••• ______ •••••••••.•••• _ 
1909-10 •••••••• _ •••• _._ •••••.• 
1919-11 __ •••••••• _ •••••••••••• 
1911-12 ••••••••• _____ •••••••• _ 
1919-13_ ••••••••••••••••• _._ •• 
1913-14 ••••••••••••••••••••••• 
1914-16 •• _ ••••••• _ •••••••••••• 
1910-16_ •• _ ••••• _ ••••••••••••• 
1918-19 ••••••••••••••••• ___ ••• 
1919-20. _ •••• _ ••••• __ ••••• _ ••• 
1929-21_ ••••• _____ ••••.••••••• 
1921-22 •••••••••• _ ••••••• __ ••• 
1922-23 •••••••••• __ •• __ ••••••• 
1923-24 ••••••••••••••••••••••• 
1924-26 •• _ •• ____ •••• _ •• -•••••• 
1920-28 •••• _ ••••••••••••.••••• 

19:~::::~:::::::::::::::::: 
1928-29 ••••••• _ •• " .......... . 

1~:::::::::::::::::::::::1 

Equlvolent Hong 

Sterling in Sy"~d K;:'':.'iitI.7 

tGNew 
.ZeaJand I Sterling 

Equivalent 
in United 

States 
currency I 

£415,000 
416,000 
416,000 
416,000 
416,000 
340,000 
340,000 
263,500 
311,000 
310,000 
310,000 
308, 500 
309,700 
310,400 
311,500 
309,500 
165,000 
300,000 
300,000 
307,000 
306.000 
306,000 
304,000 
304,000 
323,000 
333,500 
348,500 
366,000 
367,1)00 

currency J etc. 

$2,019,600 
2,019,600 
2,019,600 
2,019,600 
2,019,600 
1,654, 610 
1,654, 610 
1,282, 326 
1,513,480 
1,508,615 
1,508,616 
1,501,315 
1,507,150 
1,610,660 
1,616,915 
1,506,180 

802, 976 
1,469,950 
1,459,950 
1,494,016 
1,489,150 
1,489,150 
1,479,416 
1,479,415 
1,671,860 
1,622, 976 
1,696, 975 
1,776,276 
1,786,000 

£246,000 £170,000 
246, 000 170,000 
245,000 170,000 
246,000 170,000 
330, 000 86, 000 
340, 000 .•••••• - •• --
340,000 ••.••••••••• 
261,000 2, 600 
305,000 6, 000 
306,000 5,000 
305,000 5,000 

~:~I tm 
305,000 5, 400 
305, 000 6, 500 

£60,000 
60,000 
60,000 
60,000 
60,000 
60,000 
17,000 
60,000 
46,000 
45,000 
45,000 
45,000 
45,000 
45,000 

$291,990 
291,990 
291,990 
291,990 
291,990 
291,990 
82,730 

291,990 
218,990 
218,990 
218,990 
218,990 
218,900 
218, 990 

305,000 4,500 .-•• -----.-••••••• -.-••• 160,000 0,000. _. __________ - __________ _ 

295,000 5,000 
295,000 6,00D 
295,000 12,000 
295,000 11,000 
295,000 11, 000 
295,000 9,000 
295,000 9,000 
306,000 18,000 
316,000 18, 500 
330, 000 18, 600 
346, 000 I 20,000 
347,000 20,000 

----iis-OOci· ····--S7;6OO 
fo 46' 000 223,860 
, 46: 000 223, 860 
, 46,000 223,860 
, 46, 000 223, 860 
'66,000 316,326 
, 65,000 316,326 
'62, 000 301,725 
, 62, 000 301, 726 
, 64,000 311, 460 
'64,000 311,460 

I Data n~rocurable lor the years 1916-17 and 1917-18. 

: g~~l: to ~~t,;;:I~ r=-~lJt·~904-0; service between the United Kingdom and Adelaide, Irom 
1907~ onward. 

, Canada parcel post. 
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TABLI!l 48.-BBITIBH FOKEl'GN AND COLONIAL MAIL SUBSIDY. EBTIllA'I'I!lB--Con. 

2. UNITED KINGDOM TO NORTH, CENTRAL, AND SOUTH AMERICA AND 
WEST INDIES 

Year' 

1900-190L ____________________ 
1901-2 _________________________ 
19()'}-3 _________________________ 
lllOi1-4 _________________________ 
1904-5 _________________________ 
190iHL ________________________ 
190&-7 _________________________ 
1907-8 _________________________ 
1908-9 _________________________ 
1909-10 ________________________ 
191(1-11. _______________________ 
1911-12 ________________________ 
1912-13 ________________________ 
1915-14 ________________________ 
191 .... 15 ________________________ 
1916-16 ________________________ 
1918-19 ________________________ 
1919-20 ________________________ 
1920-21 ________________________ 
1921-22 ________________________ 
1922-23 ________________________ 
1922-24 ____________________ " ___ 
1_25 ____________ , ___________ 
1926-26 ________________________ 
1926-27 ________________________ 
1927-23 ________________________ 

Total budget estimates 
lor services to the 

Americas' 

Sterling 

• £241,450 
1252,850 
• 252,640 
1270. 327 
1277,100 
1278,450 

193,400 
193,460 
206,760 
208,100 
210,300 
265,850 
267,350 
267,450 
270. 230 
258,450 
153,850 
143,850 
154,400 
158,100 
158,200 
159,700 
176,200 
168,500 
182,500 
178,600 

Equivalent 
in United 
States cur-

rency' 

$1,175,015 
1,230,500 
1,229,475 
1,315,646 
1,348,500 
1,355,075 

941, 180 
941,425 

1,006,200 
1,012, 720 
1,023,425 
1,293,760 
1,301,060 
1,301,645 
1,315,320 
1,257,750 

748,710 
700,050 
751,385 
769,400 
769,880 
777,180 
852,610 
820,000 
888,135 
869,150 

United 
States 

£121,000 
125,000 
125,000 
136,000 
145,000 
145,000 
145,000 
146,000 
141,500 
141,500 
141,500 
146,000 
146,000 
146,000 
146,000 
140,000 
140,000 
140,000 
140,000 
140,000 
140. 000 
140. 000 
140. 000 

146,000 

Brazil 

£11,000 
12,000 
11,500 
10. 500 
11,500 
12,500 
12,500 
12,500 
12, 600 
13, 000 
15,000 
20, 000 
21,000 
21,000 
22,000 
17,000 
10. 000 

----ij6."OOij-
714,000 
'14,000 
'14,000 

23,000 
23,000 
23,000 

Chile 

£25,900 
32,500 
32,500 
32, 000 
32, 000 
32,000 
32,000 
32,000 
32,000 
32,000 
32,000 
32, 000 
32,000 
32, 000 
34,500 
34,500 

~~~~~~~~~~~~I 
------------1 
------------1 
------------1 
------------J 
------------1 -----------_1 

Iwest Indies 
(including 
Bermnda 
andJ", 

maica)and 
Central 

America 

'£81,300 
81,100 
81,390 
89,577 
86,350 
86,700 

1,900 
1,950 

18,760 
19,600 
19,800 
65,850 
66,350 
66,450 
65,780 
64,950 
3,850 
3,850 
4,400 
4, 100 
4,200 
5,700 
7,200 

500 
8,500 140. 000 I 

~::::t 
22,000 10,600 1928-29 ________________________ 

233, 900 1,138,275 
22, 000 ------------i 11,900 1929-30 ________________________ 

238,600 1,160, 660 200, 000 25, 000 1 ____________ 13,500 193(}-31 __________________ -- __ -- 243,500 1,185,000 200,000 30, 000 ---- ________ I 13, 500 

, Data not procurable for the years 1918-17 and 1917-18. 
I Converted at the par rate of $4.8665 • 
• Includes a £2,000 estimate for services to Newfoundland each year from 1900-1901 to 1906-6, not shown 

in table. 
I Includes 8 £250 estimate for Turks Island service, not shown In teble. 
, South American parcel post. 

Year' 

3. UNITED KINGDOM TO AFRICA 

for services to Africa • 

I 
Total bndget estimates 

I Equiva
lent In 

I 
Sterling United 

States cur-
rency I 

• United 
KIngdom 

to west 
coast of 
Africa 

tited 
Kingdom 

to St. 
HeleD8and 
Ascension 

Uuited 
KIngdom 
to Aden 
and Zan-

aibar 

United 
KIngdom 
to Chind 

Beirn (pa, 
eel posi) 

etc. 

------------::------!·----I------!-----I------f-----

Ijlll-III~llljll!llllll 'ii ~II 'II 'II 
1915-H ••• _____________________ 1 38,420 186,970 23,000 5,070 

£9, 000 __________ __ 

9,000 
9,000 
9,000 
9,000 
lI,OOO 
lI,OOO 
lI,OOO 
9,000 
lI,OOO 
9,000 
9,000 
lI,OOO 
lI,OOO 

--------£75 
135 
135 
110 
200 
250 
250 
350 
400 
400 
650 
650 

: g~~v!'r~~fg,':~~:/~t!.h:l$~~~UH7 and 1917-18 • 
• Includes estimates for Mauritius and Seychelles (£1,000 In 1900-1901 and £250 in 1901-2), Morocco 

(parcel-post servioo; estimates of £25 up to £250 a year for years 19()'}-3 to 19'11-22), and Canary Islands 
(£500 8DlIually from 1906-7 to 1916-16), not sbown in table. 
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~ABLE 48.-BBITISH FOBElGN AND CoLONIAL MAIL SUBSIDY ESTIHATES--Con. 

3. UNITED KINGDOM TO AFRICA-Continued 

ToW budget estimates I 
for services to Africa 

United United United United 
KIngdom KIngdom KIngdom Kingdom 

Year' Equiva- to west to St. to Aden to Chinde, 
lent in wast of Helena and andZ ..... Beirs (par. 

Sterling United Africa Ascension zibar eel post), 

States cur- ete. 
rancy 

1914-15._. ___ • ___ • ____ ._ •• __ • __ £31,870 $155, 100 £24,500 £5,070 £900 £65) 1915--16 ________________________ 29,620 144, 150 22,500 5,070 900 500 1918-19 ___ • ____________________ 28, 770 140,000 23,000 5,070 100 500 1919-20 ____ • ___________________ 28,820 140,250 23,000 5,070 100 500 1920-21 ________________________ 29,040 141, 325 23,000 5,070 100 770 1921-22 ________________________ 33, 670 163, 855 27,000 5,070 1,000 500 1922-23 ________________________ 
34, 070 165, 800 27,000 5,070 1,000 1.000 1923-24 _____ • __________________ 

'141,570 688,950 27,000 5,070 1,500 1,500 1924-25 ________________________ '128, 070 623,250 27,000 5,070 1,500 1,500 1925--26 ________________________ 35,570 173,100 27,000 5,070 1,500 2,000 1928-27 ________________________ 
38, 570 187,700 29,000 5,070 2,000 2,500 1927-28. _______________________ 45, 070 219,335 29,000 5,070 4,500 6,500 1928-29 ________________________ 
47,570 231,500 32,000 

5,070 I 4,000 6,500 1929-30 ________________________ 
52, 070 253, 400 35,000 5,070 4,500 7,500 11)30.;11. ______________________ 
50,070 243,665 33,000 5,070 4,500 7,500 

I Data not procurable for the years 1918-17 and 1917-18. 
, Includes £106,500 in 1923-24 and £93,000 in 1924-25 (or Sonth African services not shown in table. 

4. UNITED KINGDOM TO EUROPE 

Year I 

1900-1901. ____________________ _ 
1901-2 ________________________ _ 
100IHL ______________________ _ 
II11J3-.4 ________________________ _ 
1904-5 ________________________ _ 
1905--6 ________________________ _ 
1908-7 ____________________ . ____ _ 
1007-l1 ________________________ > 

1909-9 ________________________ _ 
1909-10 _______________________ _ 
1919-11 _______________________ _ 
1911-12 _______________________ _ 
19Ia-13 _______________________ _ 
1913-14 _______________________ _ 
1914-15 _______________________ _ 
1915--16 ______________________ _ 
1918-19 _______________________ _ 
1919-20 _______________________ _ 
1920-21. ______________________ _ 
1921-22 _______________________ _ 
1922-23 _______________________ _ 
1923-24 _______________________ _ 
1924-25_' _____________________ _ 
1925--26 _______________________ _ 
1928-27 _______________________ _ 
1927-26 _______________________ _ 
1928-29 _______________________ _ 
1929-30 _______________________ _ 
193o-al. ______________________ _ 

Total budtet estimates 
for services to Europe Dover to United 

Calais and Harwick to Kingdom to Sundry 
Equivalent Folk:tone :~~~J H(~~ ~~t 

Sterling in S¥..~d Boulogne post) 

£25,850 
25,850 
26,130 
26,300 
26,810 

~~I 
29,125 

::~I 
29,285 I 
~~I 
44, 575 
45,065 
42,445 
43,450 
42,850 
43,550 
65,700 
80,990 
65,700 
82,000 
78,000 

::~I 88,500 
96,000 
96,000 

currency I 

$125,800 
125, 800 
136,900 
137,720 
140,200 
140,080 
140,080 
141,735 
142,515 
142,515 
142, 515 
144,700 
216,825 
216,925 
219,310 
206, 560 
211,450 
2aI,530 
211,935 
417,060 
394,140 
417,060 
399,050 
379,565 
399,050 
403,920 
430,665 
467,185 
467,185 

£25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
25,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
80,000 
70,000 
70,000 
64,000 
60,000 
60,000 
60,000 
60,000 
72,000 
72,000 

£850 _______________________ _ 
850 , _______________________ _ 

850 I £1,950 £330 
850 2, 030 420 
850 2, 500 460 
850 2, 500 435 
850 2,500 435 
850 2,800 475 
850 2, 800 635 
850 2,800 635 
850 2, 800 636 
850 3, 000 885 
850 3,000 705 
850 3,000 725 .850 ____________ 4, 215 
850 ____________ 1,595 
850 ____________ 2, 600 
850 ____________ 2, 000 
850 ____________ ·2,700 

1,700 4,000 
1,490 ____________ 9,500 
2, 700 ____________ 13,000 
8, 000 ____________ 10,000 
8,000 ____________ ·10,000 

10,000 ____________ 12, 000 
10,500 ____________ 12,500 
12, 000 ____________ 16, 500 
14,500 ____________ 9,500 
14, 500 ____________ 9,500 

I Data not procwable for the years 1918-17 and 1917-18. 
• Converled at the par rate of $4.8665. 
II Comprisee estimates for parcel-post serviees between Newbaven and Dieppe; Channel Islands, St. 

Malo, and Granville; Liverpool, Malta, and the Levant; the United Klngdomand Scandinavia and various 
otber continental deatiDBtioD4-
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BRITISH MARITIME CREDIT 

The trade facilities acts of Great Britain and the loans guaranty 
act of Northern Ireland are measures by which these Governments 
were authorized to guarantee loans made for the purpose of promot
ing industrial activities which are large employers of labor. Essen
tially the political purpose of these Iqeasures was to reduce unem
ployment following the postwar slump. 

One of the large employers of labor in the United Kingdom is the 
shipbuilding industry, and, while during the first period of the facili
ties acts not many guaranties were made for shipbuilding, such 
guaranties assumed an increasingly important place as the laws were 
renewed from time to time. 

Under these laws loans approoximating £85,707,000 ($417,093,115) 
have now been guaranteed. Of this total, some £34,888,000 ($169,-
783,000) has been absorbed by shipbuilding, including £2,723,000 
($13,251,500) guaranteed for the construction of vessels for foreign 
owners, among which were the Italian Lloyd Sabaudo, the French 
Compagnie Generale Transatlantique, the Brazilian National Coastal 
Navigation Co., and a number of Norwegian owners. 

BRITISH TRADE FACILITIES ACTS, 1921-1926 

The original trade facilities act was passed in 1921, during the 
period of worst postwar depr~ion, and provided for guaranties of 
£25,000,000 ($121,662,500). No serious opposition to the measure was 
offered, and when it expired in 1923 another law was passed extending 
the scheme for another year and increasing the original amount to 
£50,000,000 ($243,325,000). In 1924 another enactment carried the 
guaranties to an aggregate of £65,000,000 ($316,332,500). In 1925 
the law was again extended for a year, bringing the total guaranties 
to £70,000,000 ($340,655,000); and in 1926 the final act was passed, 
extending the facilities one more year and increasing the loan-
guaranty limit to £75,000,000 ($364,987,500). . 

The original act contemplated eight general sections of industry, 
and of these the railways and power development projects received 
the largest share. Among the industrial undertakings, other than 
shipbuilding for which loans were advanced, may be mentioned con
struction and electrification of railroads, power-plant development, 
mines development, sugar-beet production, and a large number of 
guaranties for the purchase of machinery for foreign account and for 
development of foreign industrial projects. 

SHIPBUILDING GUARANTIES 

Table 49 contains the essential details of guaranties authorized to 
:March 31, 1929, to cover loans made for the purpose of promoting 
employment through shipbuilding. Included in these items are sev
eral which were subsequently withdrawn, reduced, or not proceeded 
with. In order, however, to measure the gross ~uaranties applying 
to shipbuilding or the extent of the Government s willingness under 
the law to guarantee loans for shipbuilding purposes, the entire list· 
of such authorizations is presented. In the langua~ of the official 
reports in which the items are set forth the items so listed are" guar
anties which the treasury have stated their willingness to give." 
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TABLE 49.--GUABANTIES AUTHORIZED BY BRITISH TREASUBY UNDER TRADE 

FACILITIES Acrs UP TO MABOH 31, 1929 

Name of oompany 

~~r1a~:n:r:lf g;,~(hd~;:::::::::: 
Palmers Sblpbuilding Co. (Ltd.) ______ 

~~':'":I:!l1rr~~L~J--Riv;,r-pi;'i8-
Steam Navigation Co. (Ltd.). 

~~e:.tIn~~frtdJt8iWi--P8Cke~-~Me;'i-
Transport. 

Union Castle Mall Steamsbip Co _____ Bank Line ____________________________ 

~~~!~~ ~~~s:~ ~fi~~~~~::::::::: 
Bellallsa Steamship Co. (Ltd.) ________ 
Waverly Sbipping Co_ tLtd.)---------
~rabamston Shipping 0_ (Ltd.) _____ 

P~::"ce:1"t ~'::.P&~.~~~~~-t~.!::::::: 
Union Castle Steamsbip Co. SLtd.)---
BOwring Steamship Co. (Ltd. ________ 
Anchor Line (Henderson Bros.) 

(Ltd.). 
Nisbet Sbipplng Co. (Ltd.) ___________ 
DampskibsaktieseIskapet "1eannette 

Skinner." Lloyd SablloUdo ________________________ 
Mancbester Liners (Ltd.) _____________ 

::r:r ~~ee (It:!i~i:::::::::::::::::: 
Bopemount Sbipping Co. (Ltd.) ______ 
Silvercedar Shipping Co. (Ltd.) _______ 
Britisb '" African Steam Navigation 

Co. (Ltd.). . 
Pacitlc Steam NaVigation Co __________ 
Klaveness Dampskibsaktieselskapet.._ 
N ortbem Petroleum Tank Steam-

ship Co. (Ltd.). 
Silvercedar Shipping Co. (Ltd.) _______ 
Way B!:lKping Co. (Ltd.) _____________ 

~~~~pp~~~ito~i.tj3·!:::::::::::: 
Bopemount SblPPin~ Co. (Ltd.) ______ 
Blue Star Line (Ltd. _________________ 

Oceanic Steam Navigation Co. (Ltd.)_ 

~k.!!r~=~~:.f~~~-e!~:::::::::::: 
C.airn Line of Stanaby (Ltd.) _________ 
Silver Line (Ltd.) _____________________ 
Companbia Nacional de Navega~Ao 

Costeria. Blue Star Line (Ltd.) _________________ 
ank Ship Construction Co. (Ltd.) ___ T 

M 
B J~:,dr:Wlti~· J~'!J-N8Vig;.tioii· 

Co. (Ltd.). 
itrate Producers Ste_ship Co ______ 

Coast Lines (Ltd.) ____________________ N 

R 

T 
N 

ederiet Belnor Aktieselskap _________ 

oakwood Steamship Co. (Ltd.) ______ 
orfolk '" Nortb America SteaIIi-
ship Co. (Ltd.). 

~~~~naa..lk.!'l)AibiOD-(Lid:C.:::::: G 
S 

A mount ofloan , 

Equivalent 
In United Sterling States 
currency· 

£1,493,345 $7,267,355 
600,000 2,919,000 

300,000 1,459,950 
95,000 462,315 

!!OO,OOO 973,300 

200,000 973,300 
2,300,000 11,192,950 

1,000,000 4,866,500 
1,800,000 8, 759, 700 

400,000 1,946,600 
400,000 1,946,6CO 
37,000 180,060 
37,000 180,060 
20,000 97,330 
85,000 413,650 

600,000 2,919,900 

400,000 1,946,600 
37,500 182,495 

1,600,000 7,786,400 

27,500 133,830 
185,000 900,300 

600,000 2,919,000 
140,000 681,310 
150,000 729,975 
250,000 1,216,625 
150,000 729,975 
65,000 267,660 

600,000 2.919,900 

850,000 4,136,525 
128,000 622,910 

n'~1 
352,820 

10,000 48,655 
55,000 316,32.5 
33,000 160,595 
38,000 184,925 
78,000 379,585 

2,500,000 12,166,250 

250,000 1,216,625 

155,000 754,310 
165,400 756,255 

130,000 632,845 
1.107,000 5,387,216 

375,000 1,824,940 

250,000 1,216,625 
62,500 304,150 

325,000 1,581,610 
300,000 1,459,950 

875,970 18C,OOO 
300,000 1,459,950 
35,000 170,326 

50,000 243,325 
400,000 1.946,600 

400,000 
675,000 
675,000 

1,946,600 
3,284,800 
3,284,890 I 

Term, Purpose of loan years 

10 Work on plant. . 
5 Completion of vessel for Lloyd 

Sabaudo. 
20 Work on plant. 
1 Completion of vessel. 
7 Do. 

7 Do. 
7 Construction of 3 v .... l. 

7 Construction of v .... 1. 
20 Construction of 19 motor vessels. 
5 Construction of vessel. 

10 Completion of vessel. 
10 Construction of vessel. 
10 Do. 
10 Do. 
10 Construction of 2 V .... I._ 
10 To form company for construc-

tion of vessels. 
7 Construction of vessel. 

10 Do. 
10 Construction. of 3 vessels. 

10 Construction of vessel. 
10 Do. 

10 
. Co~~ction of 2 vessels. 10 

10 Construction of vessel. 
10 Do. 
8 Do. 
8 Do. 
5 Purchase of plant and material. 

for construction of vessels. . 
5 DO. 
8 Construction of vessel. 
7 Do. 

8 Addition to £55,000 guaranty. 
8 Construction of v .... l. 

10 Construction of colliers. 
10 Construction of Vessel. 
8 Do. 

20 Construction of refrigera.tor ves· 
sals. 

12~ Purchase of plant and materials 
fOl_ construction of vessels. 

7 Construction of 2 vessels. 
10 Construction of passenger anll 

cargo liner. 
10 ConstruCtion of vessel. 
20 Construction of 6 vessels. 
10 Construction of 3 vessels. 

Increase in guaranty. ----;;-- Construction of tankers. 
10 Construction of 4 motor vessels. 
8 Do. 

10 Construction of 2 vessels. 
10 Construction of 3 steamers. 
7 CODstructionoflooomotiv&ctUT)'-

ing vessel. 
10 Construction of vessel. 
12 Construction of 2 vessels. 

12 Do. 
12 Do. 
12 Do. Oceanic Steam Navigation Co. (Ltd.)_ 

I Includes approved applicatiOns subsequently witbdrawn, reduced, or not proceeded with. 
J Converted at tbe par rate of $4.8665. 
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TABlID 49.-GUA&ANTIES AUTHORIZED BY BRITISH TREASURY UNDEII. TRADE 
F AOILITIES ACTS UP TO MAlICH 31, 1929--Continued 

Amount of loan 

Namp of oompany Equivalent Term, Purpose of 1080 
Sterling in United years 

States 
currency 

New Zealand Shipping Co. (Ltd.) ____ £400,000 $1,946,600 15 Construction of vessel. 
Federal Steam Navigation Co. (Ltd.). 400,000 1,946,600 15 Do. 
Commonwealth & Dominion Line 600,000 2,919,900 12 Construction of2 vessels. 

(Ltd.). 
Tank Ship Construction Co. (Ltd.) ___ 65,000 316,325 7 Construction of vessel. 
Oceanic Steam Navigation Co. (Ltd.)_ 900,000 4,379,850 18 Purchase of materials for con-

struction of vessel. 
Frederick Leyland & Co. (Ltd.} ____ •• 180,000 875,970 10 Construction of vessel. 
Hopemount Shipping Co. (Ltd.} __ ._._ 81,000 394,185 8 Do. 
New Zealand Shipping Co. (Ltd.) ____ 133,000 647,246 -----7- Do. 
Rederiet "Belmoria" AktieseISkap"_1 106,000 615,850 Construction of 2 looomotive 

carriers. 
Sheaf Steam Shipping Co ••• _ ••••••••• 70,000 340,850 8 Construction of vessel. 
Coastal Tankers \Ltd.} ••••••• _ ••• ___ ._ 17,000 82,730 7 Do. Prince Line (Ltd .••• ____ • _____ • _____ • 840,000 4,087,860 12 Construction of 4 vessels. Steaua Romana._. _______ •• ___________ 84,000 408,785 10 Construction of vessel. America Levant Line _________________ 250,000 1,216,625 15 Construction of 4 vessels. 

Total ••••• __ •• _. __ •••••• __ ._ • ___ • 27,487,745 133, 769, 100 

Sources: Parliamentary Papers No. 82 of 1922, Nos. 4, 95, and 132 of 1923, Nos. 6, 121, Bnd 149 of 1924 
Nos. 24, 85, 140, and 174 of 1925, Nos. 14, 61, lOll, and 121, of 1926, and Nos. 7 and 61 of 1927. 

The guaranties which the treasury was willing to authorize and 
which were subsequently withdrawn by the applicants, or were 
reduced in amount, or were not proceeded with after being author~ 
ized, included: 

lVithdrawal8.-Silvercedar Shipping Co., £65,000 and £85,000; 
Manchester Liners (Ltd.), £140,000; . Way Shipping Co., £65,000; 
Houlder Line (Ltd.)t£250,000; Tank Ship ConstructIOn Co., £62,500 
and £65,000; Cairn ine of Stansby (Ltd.), £130,000; Coast Lines 
(Ltd.), £300,000. . 

ReductiOTl8.-Klaveness Dampskibsaktieselskapet, £1,334; Broom
hill Colliers (Ltd.), £2,800; Grahamston Shipping Co. (Ltd.), £670; 
Hopemount Shipping Co. (Ltd.), £18,000 and £13,500; Union CastlE. 
Mail Steamship Co. (Ltd.), £600,000; British & Africa Steam Navi
gation Co. (Ltd.), £140,000; Anchor Donaldson (Ltd.), £17,500; 
Atlantic Transport Co. (Ltd.), £114,511; Federal Steam Navigation 
Co. (Ltd.), £133,000; Royal Mail Steam Packet Meat Transport, 
£400,000; W. H. Allen & Sons, £1,450. 

Not proceeded toith.-Petersen &. Co., £600,000; Pacific Steam 
Navigation Co., £850,000. 

The total of these is £4,055,265 ($19,734,950). 
It appears therefore that a gross authorization of £27,487,745 

($133,769,100) was made for shipbuilding purposes, reduced by 
£4,055,265 ($19,734,950), leaving a net amount of £23,432,480 ($114,-
034,150) as the actual guaranties obtained under the trade facilities 
acts of 1921-1926 for ship construction. 

TERMS AND INTEREST RATES 

The greater number of authorizations under the trade facilities acts 
are for 10 years and the range of terms for all loans varies from 
5 to 20 years. Only two authorizations were for 20 years; the first 



GREAT BRITAIN 259 

of these was the loan of '£1,800,000 to the Bank Line for the construc
tion of 19 motor vessels, and the second was the Blue Star Line loan 
of '£2,500,000 for the construction of refrigerator vessels. 

Included in the authorization of guaranties for foreign account 
were loans of .£1,024,000 ($4,983,300) covering six vessels built for 
Norwegian account, including three locomotive carriers. Other .loans 
gua~anteed for foreign account were .£600,000 ($2,919,900) for the 
Itahan Lloyd Sabaudo, .£375,000 ($1,824,940) for the Brazilian Com
panhia Nacional de Navega~ao Costeira, and .£84,000 ($408,785) for 
the Rumanian Steaua Romana. 

The interest rates of the various loans depended entirely upon the 
money market and the effect of the Government guaranty. No official 
information is at hand as to interest rates, but frequently published 
statements in trade papers indicate they were 5 per cent or slightly 
higher; in a few instances, lower. 

IRISH LOANS GUARANTY ACT OF 1922 

In 1922 the Government of Northern Ireland passed a measure 
somewhat similar to the trade facilities acts but principally for the 
purpose. of guaranteeing loan~ ~or ship c~>nstructio~. ~h~ follow
mg offiCIal statement by the Mirustry of Fmance, which IS m charge 
of the loan-guaranty activities, was transmitted by Consul R. M. 
Brooks, Belfast, August 27, 1929: 

In 1921 the British Government passed the trade facilities act authorizing 
the Imperial Treasury to guarantee the payment of loans to be applied toward 
the carrying out of capital undertakings or in the purchase of articles manu
factured in the United Kingdom required for the purposes of any such under
taking. In 1922 the Government of Northern Ireland passed a similar measure 
with the main object of cooperating with the British authorities in guarantee-

• ing loans for ship construction in Northern Ireland, the British Treasury guar
anteeing that part of the loan which had relation to the provision of employ
ment in Great Britain, namely, in the manufacture of iron plates, etc., Northern 
Ireland guaranteeing the expenditure incurred in Northern Ireland, namely, in 
the assembling of the plates and in the manufacture of machinery produced 
in Northern Ireland. The two Governments did in fact cooperate in the grant
ing of guaranties to many large shipping companies placing orders in Northern 
Ireland. 

The Northern Ireland act has been extended each year, the last extension 
being authorized under the loans guaranty (Northern Ireland) No. 2 act, 
1928, which continued the facilities until March 31, 1930, and increased the 
maximum amount within which guaranties may be issued from :£10,500,000 to 
:£11,500,000 (from $51,100,000 to $56,000,000). The aggregate amount of the 
guaranties which the Government had given to December 31, 1928, was 
£9,431,000 ($45,896,000), while the liability of the Northern Ireland Exchequer 
in respect of these guaranties had been reduced by the operation of repayments 
to the net figure of :£8,383,000 ($40,845,000). Advantage of these facilities has 
been taken by 14 of the largest shipping companies, and this form of Govern
ment assistance has been instrumental in bringing to the Northern Ireland ship
yards since 1922 orders for the construction of not less than 47 ships. 

Under the act the ministry has no power to make a loan; it can only guar
antee one to enable the applicant to borrow on cheaper terms than would other
wise be possible. Interest rates average roughly 5 per cent. One of the most 
important requirements is the condition that the guaranteed loan must be used 
solely for the purpose of carrying out w~rks .of a capital ~ature, the ~istry 
having no power to guarantee a loan WhICh IS to be used 1D whole or 1D part 
for the provision of working capital or for extinguishing existing liabilities or 
commitments. 

All applications for guaranties come before an advisory committee consisting 
of prominent local business men, who recommend to the Minister of Finance, 
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having regard to the nature of the security offered. In general it may be taken 
that favorable recommendations are given only on the basis of a sound 
debenture security. 

By act of July 11, 1929, the loans guaranty act was further ex
tended until March 31, 1931. The following table presents the 
amounts of loans guaranteed by the Government of Northern Ireland 
for purposes of ship constructIOn under provisions of the act: 

TABLE 50.-LoANB GUARANTEED BY GoVERNMENT OJ!' NORTHERN IRELAND UNDER 
LoANS GUARANTY Acrs OUTSTANDING MABCH 31, 1929 

Name of company Term, 
years 

~.=~~ ~ ~~l~.-:=::==:::=:::::==================== (!) 6 Glen Llne__________________________________________ 6 
Royal Mail Steam Packet Co _______________________ { ~ 

Union Castle Mail Steamship Co___________________ 6 Atlantic Transport Co_. ___ .________________________ 3 
Harland'" Wolff __________ :_________________________ (!) 
British'" AfriC8ll Steam Navigation CO_____________ 6 
Pacific Steam Navigation Co________________________ 6 
Workman, Clark'" Co______________________________ 3 
Royal Mail Steam Packet Co_______________________ 5 
Bermuda'" West Indies Steamship Co______________ 121 
Workman, Clark'" Co______________________________ 1 
King Line (Ltd.}___________________________________ 12 
British <II: AfriC8ll Steam Navigation Co_____________ 51 
Oceanic Steam Navigation Co______________________ 15 
Nelson Steam Navigation Co_______________________ 20 
Bank Line__________________________________________ 10 
Hvalfangerselskapet "Kosmos" AlS-_______________ 6 
SUver Line__________________________________________ 20 
Vaccaro Bros________________________________________ 7 
Harland'" Wolff, on behalf of Compagnie 06n&aie 

Amount of loan 

Sterling 

£130,000 
300,000 
195,000 

1,200,000 
195,000 
600,000 
400,000 
118,OOO 
500. 000 
750, 000 
150, 000 
400. 000 
650, 000 
200,000 
600,000 
140, 000 

1,200,000 
1,500.000 

Boo, 000 
180, 000 
500.000 
140, 000 

I Equivalent 
in United 
Stateacor

rencyl 

Purpose of loan 

$632, 650 Ship construction. 
I, 459, 950 Do. 

948;965 Do. 
6,839, 800 Do. 

948, 965 Do. 
2. 919, 900 Do. 
1, 946, 600 Do. 

574,250 Do. 
2. 433, 260 Do, 
3, M9, 875 Do. 

729,975 Do. 
I, 946, 600 Increase. 
3, 163, 225 , Ship constrnction. 

973,300 Do. 
3, 893, 200 Do. 

681,310 Do. 
5, 839, 800 Do. 
7, 299, 750 Do. 
3, 893, 200 Do. 

875, 970 Do. 
2. 919, 900 Do. 

681,310 Do. 

Transatlantique___________________________________ 16 550. 000 2. 676, 575 
Kosmos II Whaling Co. (Ltd.}______________________ 5 185,000 900,700 

Do. 
Do. 
Do. 
Do. 

SUver Line (Ltd.}___________________________________ 3 h 50, 000 243,325 
Pacific Steam Navigation Co________________________ 10 250,000 1,216,625 

Total ___________________________________ ~ _____ == li"iSiOOo- 59." 288.575 
Withdrawn (Pacific Steam Navigation Co.} _________ -------1 750,000 3,M9,875 

r--~ Net total guaranty ___________________________________ 111'433. 000 55, 638, 700 

I Converted at the par rate of $4.8665. 
I Before delivery • 
• According to House of Commons paper No. 225 guaranties up to Mar. 31, 1931, were £11,455,657 {$55.-

748.950}; £2,043,820 ($9,948,260) had been repaid, leaving a balanoe outstanding of £9,411,837 ($45,802,700). 
The same report states that the ministry repaid £11,430 (lSS,625) in principal and £3,7H ($18,074) in inter
est In the fultlllment of guaranties. , 

Sources: Parliamentary Papers (House of Commons) Nos. 31, 32, 43, 58, 98, 111,119,133, ISS, 179, 188, 216 
and 225, 

According to the final repOl't on the acts, House of Commons Paper 
No_ 225, the total authorizations as of March 31, 1931, were .£11,455,-
657 (~55,748,950). In this were included £180,000 ($875,970) for the 
Kosmos Whaling Co. and a guaranty of £550,000 ($2,676,575) to the 
Compagnie Generale TransatIantique. 

BRITISH COl\Il\IENT ON THESE LAWS 

The British trade facilities acts and the Northern Ireland loan 
guaranty act were adopted at a time of industrial depression so 
severe that any method of relieving unemployment was considered 
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as overshadowing any objections against the measures. Such objec: 
ti0!l~ arose pr~arily among shipowners, especially the section of 
BrItish ownershIp represented by tramp operations and the chamber 
of shipping, based upon the fear of further overto~naging the ton~ 
n~ge market.. .Tp.e Goyer~e?t's refusal to entertamproposals for 
dI~ec~ly subsidizmg shipbUIldmg or for scrapping old tonnage and 
bUIldmg new out of taxes was 'based upon the inadvisabilitv of arti-
ficially stimulating a highly efficient industry. • 

Advocates of the measures however,. theorized that, aside from 
the direct economic benefit of increasing employment, the facilities 
acts wete more desirable than shipbuilding subsidies, inasmuch as the 
effect of the latter was simply to produce more vessels regardless of 
possible employment after such vessels entered the market, while 
under the guaranty provisions each undertaking must be proven 
before the guaranty could be obtained. The guaranty simply put the 
credit of the state behind those schemes which the advisory committee 
approved. The responsibility for overtonnaging the market, there
fore, would rest officially on the administrators of the· laws. 

As to the benefits under the original intent of the scheme, that of 
relieving unemployment, comment seems to be altogether favorable. 
The chamber of shipping stated in its fiftieth annual report: 

Whilst the application of these acts to shipbuilding has helped considerably 
to reduce the quantity of unemployment and to keep together at a critical period 
the personnel· of great British· shipbuilding establishments, it may have tended 
somewhat to protract the period of depression of shipping, although it must be 
borne in mind that the great proportion of the guaranties given by the Govern
ment for shipbuilding was in respect of the replacement of high-class liner 
tonnage, which did not add materially to the total cargo-carrying tonnage. 

MARINE INSURANCE GUARANTY 

The following report by Trade Commissioner Roger R. Townsend, 
London, November 13, 1930, is a statement of the recent discussion 
of thelroblems of insurance arising in connection with the construc-
tion 0 two large Cunard vessels: . 

The British Government has agreed to assist the Cunard Steamship Co. in 
bUilding and operating one, or possibly two, passenger vessels of exceptional 
size and value, by undertaking to provide insurance against both construction 
and marine risks in so far as the ordinary insurance market is unabl~ to (10 
80. The financial resolution authorizing the Board of Trade to assume this 
responsibility was unanimously passed by Parliament. No cash payment was 
Involved in this resolution, which was confined to providing the necessary 
insurance at stated rates of premium. 

In explaining the necessity for such Government assistance, the president 
of the Board of Trade stated that the vessel was estimated to cost between 
£4,000,000 and £4 500,COO (say $20,000,000 to $22,000,000), although the amount 
involved might be larger. He confessed to some surprise that the ordinary 
insurance market was unable to cover this amount by spreading the risk, but 
he was informed that it could probably absorb only about £2,000,000 to 
£2,500,000 (roughly $10,000,00.0 to $12,500,000) ~f the total risk. The Cunard 
Co. would be required to exhaust all possibilities of the open market before 
raUing on the Board of Trade to make up any deficiency. 

NO COMPETITION WITH ORDINARY INSURANCE MARKET 

The president of the Board of Trade was careful to explain .that the 
Government would not compete with the open market in the matter of actual 
premium rates charged the company. When the market had abso!bed all it 
could of the construction risk, the Government fixed a rate of premIum on the 
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remainder of 1% per cent for three years, plus an additional 2% per cent on 
that rate. If the vessel were not delivered or accepted within three years from 
the laying of the keel;, there would be an addition of 6d. per cent (that is one
fortieth of 1 per cent) per month thereafter. This rate had been determined 
with the advice of the chairman of Lloyds. With regard to ordinary marine 
risks, the Board of Trade would cover any deficiency at reasonable rates similar 
to those fixed by the market for the ship, or fixed with reference to market 
rates for similar risks, plus an additional 2% per cent thereon .. The 'agreement 
.vith the company also provides for the insurance of a second vessel on similar 
terms if the Board of Trade is satisfied that the keel will be laid within six 
years from the execution of the agreement. 

The president of the Board of Trade stated that in recent times there had 
been a great falling off in the number of passengers proceeding from Europe to 
the United States, which was due in part to quota restrictions in the United 
States and to some extent to industrial depression. When the recovery came, 
with a consequent increase of passenger traffic, he said it was of vital impor
tance to British shipping that it be in position to take a leading part. To that 
end the proposal of the Cunard Co. was to lay down two very large vessels to 
do work now being done by three. These two ships would justify themselves as 
an economic proposition and would have sufficient speed to do the journey 
within a week. 

EFFECT ON UNEMPLOYME]S'T 

In further justification for the Government's action, it was stated that the 
construction of the first vessel would provide employment for about 5,000 men 
for three years. This would mean a saving in unemployment insurance benefit 
of at least £250,000 ($1,217,000) per year. There would be continuous employ
ment for three years for at least 3,000 men in the yards of John Brown & Co. 
(Ltd.), at ·Clydebank, where the construction would take place, while employ-
ment for others would be indirectly affected. . . 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Under the old navigation laws the trade between England and its 
colonies and also the coasting trade of the colonies themselves were 
reserved to ships flying the British flag, but this reservation was 
removed in the period from 18-19 to 1854, when the last remnants of 
the navigation laws were wiped out. Now there are no restrictions 
on the entry of foreign shipping into the coasting trade of Great 
Britain and Northern Ireland nor into the trade between the severai 
parts of the British Empire.u 

In the course of his testimony before the select committee Oll 

steamship subsidies in 1902 Sir Robert Giffen, who for many years 
had been the head of the statistical and commercial department of 
the British Board of Trade, suggested that the coasting trade of 
the British Empire should be reserved to British ships in either of 
the following ways: (1) By excluding foreign ships, especially those 
receivin~ subsidies, from the coasting trade of the different parts of 
the British Empire and from the trade between the United Kingdom 
and Australia, or between the United Kingdom and India, or between 
Australia and Indiat and so on; or (2) by admitting foreign ships 
to the imperial coastmg trade only upon condition that they comply 

.. Consul General CornelluB FerriS, Dublin, reported on June 18. 1929, that the 
Ministry ot External Affairs of the Irish Free State had stated that comprehensive 
legislation In regard to merchant shipping. Including the coasting trade, was then In 
course of preparation. Meanwhile tlle law in force In the Irish Free State Is that 
portion of the law contained In the merchant shipping acts, 1894 to 1021, which was 
(1) In force In tbe Unltpd Kingdom on Dec. 6, 1922 i ond (2) put Into elIect In the Irish 
Free State by virtue ot the provision ot article 73 OJ: the constitution. 
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with the same rules as to construction, equipment, and inspection as 
English ships and pay for the privilege of engaging in this trade an 
amount equal to or greater than any subsidy they receive. 

In its report the select committee made the following reference to 
the above suggestions: U 

Your coDunittee thinks that the occasion has come when the question of the 
qualified resen-ation of British imperial coasting trade on the lines above indi
cated should be oonsidered by His Majesty's Government, with a view to 
reserving the British and colonial coastwise trades and the imperial "coasting" 
trade Within the British Empire to British and colonial ships and to vessels of 
those nations who throw open their coasting trade to British and colonial ships. 

EXE1IPTION FROM FISCAL CHARGES 

PORT DUES 

Since the war coastal shipping has been aided by the Government 
in regaining its normal status; this aid was occasioned, however, not 
by the competition of foreign shipping but by the competition of the 
British railways. Assistance has been provided through a derating 
scheme, under which the Port of London Authority as from Novem-
1,1929, made certain funds (estimated at £120,000 to £130,000) avail
able for the coastwise and short-distance trades. Port rates on all 
inward and outward goods carried in the coastwise trade are halved 
and all dock rates on coastwise vessels, inwards and ~>utwards, are 
reduced from 11 pence per net register ton to 7 pence per net register 
ton. In addition vessels engaged in the so-called "home trade "
that is, continental ports between Brest and the Elbe-are to have 
rates lowered: from 8 pence to 7 pence per ton.43 Under the same 
general scheme the port of Liverpool -fr0!O April 1, 1929, became a 
free port as far as concerns outward coasting trade.H 

: Leg::~ :~ ~ lJ.S::~o!.· ::!~ d'aJfaires ad interim. London, Nov. 4, 1929 . 
.. Report of Vice Consul C7ri1 Thiel, Liverpool, May 5, 1929. 
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ECONOMIC DEVELOPMENT AND SHIPPING 

Development of communications as a national policy is historic in 
Italy. The mainstay of the Roman military control of Italy at first, 
and of the whole Empire afterwards, lay in the splendid system of 
military roads. Communication by sea had been the concern of the 
Italian Government prior to the unification of the Italian nation, as 
it has been ever since. 

Consolidation of the Italian Kingdom under one government was 
coincidental with the development of the modern type of ocean trans
portation. Italy had no «Qal and no native ores from which steel 
for the modern type of ship could be made; the only asset it could 
claim was an abundance of labor at low wages. From sheer neces
sity natural handicaps had to be met, to which end the nation pro
vided mail subsidies, construction and navigation bounties, and other 
Government aid toward furthering the essential shipbuilding 
industry. . 

It is impossible to say to what extent existing laws will affect 
Italian shipping except as to amounts of public funds expended in its 
stabilization; it is impossible accurately to measure the effect of sta
bilized and controlled shipping upon the economic development of 
Italy or to measure the effect on shipping of certain economic devel
opments, but some of the more obvious results of· Italian shipping 
operations can be pointed out. 

THE lTALIAN SUBSIDY SYSTEM 

ECONOMIC CONSIDERATIONS 

The Italian ship~subsidy system rests upon certain definite concep
tions of ·the relations of a government to its citizens. It is instruc
tive because it expresses certain of those relations more clearly and 
comprehensively than they usually are expressed in maritime legisla
tion. The Mussolini system asserts positively two principles-first, 
the obligation of the state to provide in its own behalf means of 
transport by water for its' citizens; second, the power of the state 
to require of its citizens the discharge of that obligation. To the Gov
ernment of Italy the waters surrounding the peninsula, the islands, 
and the colonies are the medium of communication between Italian 
citizens, and a transport system has been especially devised to use 

I The material on Italy comprises (0) a rearrangement of portions of· Trade Informa
tion Bulletin No. 529. Italian Shi~Subsidy Systems, by E. T. Chamberlain, aDd (b) 
Sp~elal Agents Series No. 119, Government Aid to Merehant Shipping, by Grosvenor M. 
Jones; (e) certain portions of Shipping and the State, by J. E. Saugstad, United States 
Shipping Board, 1928; and (tI) original treatment of the present eon tract services, ship
building-bounty system, and shipping tlnanee of Italy; besides summary tabulations at 
tbe amollnts expended upon the entire ItaUan merchant marine. 

264. 
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t~at medium. In oth~r words, the subsidized water lines serve pre
cIsely the p.urposes which the old Roman highways served on land. 

The subSIdy system is formulated to serve Italian citizens in their 
I'el'!-tions to the ~talian state;. it is designed principally to insure 
theIr tr~rtatIon 1;lnder theIr own flag between the various po~ 
of.the pe~a, the Islands, and the colonies of Italy. The scope of 
thIS subsIdy system takes into account the questions of mobilization 
and t~e range o~ mil!-t.ary duties, and it provides a means of trans
portatIon of Italian CItIzens for attendance as members at the sessions 
of Parliament or for the discharge of official duties as officers or· 
e~ployees.of the Government .. It provi~e.s, furthert for transp()rta
~IOn for disabled wax: veterans ill recognItIon o~theIr military serv
Ices. It enables Italians to be present at electIOns and at national 
anniversaries and celebrations. The system also assures like trans
portation to Italians for purposes which are regarded as national, 
such as attendance at the national universities and schools of fine 
arts, at expositions, congresses, and fairs, and on scientific expedi
tions and as religious missionaries to the colonies and non-Italian 
regions. All the subsidy contracts contain special requirements for 
the accomplishment of these purposes. 

The protection of Italians while so transported is undertaken 
through the requirement that the subsidized ships shall be capable of 
carrying 6-inch guns for defense and shall carry an extra captain and 
chief engineer, so as to be at all times under command of qualified 
Italians. 

The only fast subsidized Italian mail lines are the Mediterranean 
lines, including the fast lines to Egypt. The Italian fast mails to 
and from North America are dispatched by rail from and to ports on 
the English Channel and there transferred to American, British, or 
French express steamers. 

Italian passenger service with North America has been maintained. 
by the large Italian passenger traffic, and as this has diminished 
many of the larger and faster Italian passenger liners are seasonally 
diverted to the trade between Italy, Brazil, and the River Plate 
following the flow of Italian emigration. The trans-Atlantic "Italian 
passenger liners are adapted to the habits and custOlns of the Italians 
who travel by them. 

COMMERCIAL CONSIDERATIONS 

From the commercial point of view the subsidy system "is designed 
mainly to promote the trade of Italians w~th one anothe~, inasmuch 
as the geographical scope of the sy~m IS. confined chIefly to the 
Mediterranean and those parts of AfrIca, ~a, and southe:n Eu~pe 
where for centuries Italians have been established and are mcreasmg 
in numbers. In the subsidy contracts provision is .made agai!lst 
improper competitioI! :with existing ~t~lian. steamship compames, 
subsidized or nonsubSIdized. The subSIdized h!les ca~ not undertll;ke, 
without the Government's permission, steamshIp serVIces for foreIgn 
countries. All the contracts for "indispensable" lines prohibit the 
steamship companies from direct or indirect {>articipa~ion in tru~, 
combinations, cartels, or agreements of any kind tendmg to modIfy 

85083-32--19 
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prices artificially or divert currents of exports or traffic which would 
obstruct the initiative of the Italian nonsubsidized merchant marine. 

Beyond all these public or quasi public obligations which the sub
f,:idized Italian steamers discharge, the system covers the Mediter
ranean, Adriatic, Aegean, and Red Seas from Gibraltar to Aden 
with a network of lines by which, in return for the contract subsidies, 
the Italian mails are transported on regular schedule by Italian ships 
between Italian ports and Italian po:pulations. The contracts con
tain the usual provisions for the receIpt, custody, and discharge of 
the mails and parcel post. 

CHOICE OF SYSTEMS 

The Italian subsidy system is complicated, and probably should 
be considered as a concrete expression of the maritime and political 
aspirations of a peninsular nation, prolific, placed by nature athwart 
a historical route of navigation, and trained for centuries to a 
seafaring life, largely by necessity. 

In view of the partIcular public purposes to be attained, two 
courses were open. First, the state could assume the ownership, 
control, and entire operation of the transport system, with all the 
attendant financial obligations and opportunities, as Italy has done 
with most of its railroads. The Mussolini administration rejected 
this absolutely for shipping and even severed the relations. which 
before the war the Government maintained with shipping through 
the state railways.2 

The second course was for the Government to impose upon its citi
zens the obligation to perform the public services to 00 rendered 
through "indispensable" transportation by water and to provide 
such a return for those services as would secure their satisfactory 
performance. This course necessarily involved definite cooperation 
between the Government and groups . of citizens with diversified 
interests. 

CHOICE OF LINES 

In considering the reorganization of the Italian maritime transpor
tation system the choice of lines to be subsidized was based upon the 
report of a special commission, composed of three senators and two 
deputies, appointed by a decree of April 19, 1923, to which were 
attached a number of high officials of the Ministry of Communica
tions and iI. representative from the State Railways. This commis
sion made an exhaustive study of the situation and recommended two 
groups of subsidized services. The first of these was. known as in-

• The law of April 5, 1908, Intrusted to the State Administration of Railroads the 
operation after July 1, 1910, of certain lines of navigation between the mainland and the 
near-bY Islands. These lI.lIES compriBed three postal lines between Civitaveeehia and 
Terranova, between Terranova, the Arancl Gulf. and Maddalena, and between Naples and 
Palermo, be9ides a .. free" (nonloubsldlzed) commercial cargo vessel. and ferry services. 

By Royal Decree No. 3223 of December 31, 1923, the Minister of Public Works, the 
Commissioner for the Merchant Marine, and the Ministers for Finance 811d for Posts and 
Telegraphs were authorized to conclude final arrallgements for the maritime services then 
operated by the State Railways and to Intrust these operations to private enterprise either 

~l ~~6~~~:e~I~:r~~~e~h~g~~hl~~~I~~~1 f:lm~ nae:ti'l!tJ~n~he ;~~~rs gi.:'r~!~I~~fe'r~\~~rg; 
the State Railway Administration were assigned to various operators of the "indis
pensable" \lnp .. 
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dispensable lines (linee indispensabili), defined as lines connecting 
by shortest route and with adequate speed the islands with the 
Italian mainland; the second group was known as useful lines (linee 
utili) a~d defined as lines connecting Italian ports with foreign 
ports wIth ~ view to (a) increasing the traffic and aiding the intro
duction there of Italian products, (b) encouraging the establishment 
abroad of branches of Italianfirms, (c) facilitating the importation 
into Italy of necessary foreign raw materials, and (d) opening new 
outlets for emigration and with colonial ports with a view to 
strengthening the economic, agricultural, and sentimental ties be
tween Italy and its colonies. 

GOVERNMENTAL CONTROL OF TRANSPORTATION 

Preparation of the contracts between the Government· and the 
subsidized lines and the control over their execution are in the hands 
of the Director General of the Merchant Marine at the Ministry of 
Communications. No special regulations govern the granting of con
cessions for such lines, which are subject to the general regulations 
applying to Government concessions and may be made either by 
public tender or by private negotiation. 

The Italian railway's are Government owned and operated under 
the general responsibIlity of the Minister of Communications. With. 
the Minister of Communications directing the Government railways 
and to all practical purposes the shipping services, there is, there
fore, under this one official a complete delivery organization. There 
remains the connecting link, port facilities, and this receives active 
support from the Minister of Finance. 

Thus the Italian system is gradually being welded into an efficient 
transportation network directed by the Government, although the 
shipping services as such are no~ Government owned. 

WATER-BORNE COMMERCE 

According to Monthly Statistical Bulletin of Italy for January, 
1931, the total freight tonnage of Italy's water-borne commerce 
during 1930 was 36,875,179 tons. Italian vessels carried 23,796,677 
tons, or 64 per cent of the total; foreign vessels, 13,078,502 tons. Of 
a total passenger movement of 9,577,791, including local services, 
Italian vessels carried 9,468,724 and foreign vessels 109,067. 

During 1930 Italian vessels carried 99 per cent of the coasting 
trade, 71 per cent of the foreign passenger trade, and 'practica~ly all 
of t~e domestic passenger trade, only 5,~80 ~erson~ bemg carned by 
foreIgn vessels, while 9,188,474 were carned ill Italian vessels. 
If freight rates accruing to Italian vessels in the coal movement 

from the United Kingdom for the period 1922-1925 are taken as 100, 
then such rates rose to 111 in 1926, declined to 84.98 for 1927 and to 
71.76 for 1928 rose to 79.11 for 1929, and dropped to 56.98 for 1930. 
Rates to forei~ vessels in the same trade declined from 100 to 63.75 
during this period. 
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SHIPPING'S CONTRIBUTION TO INTERNATIONAL BALANCE 

According to the British shipping journal, Fairplay, of September 
25, 1930, the Genoa Economic Council is of opinion that (a) the 
general total receipts of the Italian merchant marine for passenger 
transport approximate 900,000,000 Italian lire ($47,340,000), eight
tenths of which is for passages to the two Americas, Australia, and 
intermediate ports. It may be assumed that 40 per cent of the money 
so collected is absorbed b:r expenditures abroad, while 60 per cent 
remains an asset in Italy s commercial balance. Consequently the 
participation in the commercial balance may be considered to have 
been about 550,000,000 lire ($28,930,000) in 1929. . 

(b) The approximate total of freights collected by the Italian mer
chant marine for the transport of goods loaded and discharged in 
Italian ports, arriving from or going to other countries and for 
transit trade between foreign ports was for 1929 estimated at 
£12,900,000 (about $62,800,000). Assuming that 60 per cent of the 
freights collected in respect of goods traffic is absorbed by expendi
tures abroad, there remains 40 per cent in the payments' balance, 
and therefore the contribution of the goods traffic amounts to 
£5!!60,000, equal to 477,000,000 Italian lire ($25,000,000). 

!i'airplay concludes: 
• These figures, obtained by tabulating by category and by applying the mean 
average rates to the traffic figures supplied by official statistics, show that the 
aggregate contribution ot the Italian merchant marine to the credit account of 
Italy's commercial balance, under the form ot .. invisible exports," increased 
In 1929 to over 1,000,000,000 lire ($52,600,000). 

THE ITALIAN COMMERCIAL FLEET 

Italy's power-driven commercial tonnage increased ninefold in the 
period 1895 to 1927, in which latter year it reached its peak upon 
completion of the construction required under the 1926 subsidy con
tracts discussed farther on; it has doubled since the beginning of the 
World War. A powerful factor in this development lies in the mi
gration of the Italian population. Italy maintains a population of 
381000,000 on an area of 120,000 square miles, largely mountainous. 
MIgration is thus a physical necessity to a considerable part of the 
Italian population ... but with that necessity is joined an attachment to 
the soil, strong with all Latin races and compelling with the Italian. 

Not unnaturally these emigrants prefer Italian ships, on which the 
languagehcustoms, and food are those with which they are familiar 
and whic they are loath to leave. This migration affords a special 
element of strength to Italian passenger lines to North and South 
America, obviating any question of their subvention. In the decade 
before the World War the Italian emigrant lines to the United 
States, operating only from Italian ports, showed 8. greater increase 
in steerage passengers than any other such lines from Europe. In
deed, in 1912 the Brazilian Government a~eed to pay a subsidy of 
3,300,000 lire to four of the principal Itahan lines for two voyages 
a month to provide Italian labor to harvest the Brazilian coffee crop. 
Limitation of immigration into the United States has compelled 
Italians to seek other destinations. The new concentration is directed 
toward Africa and, particularly, South America. 
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Table 51, which follows, shows the increase in Italyjs power
driven fleet and the decrease in sailing tonnage that has taken place 
since 1895: 

TABLE 51.--GBOWTH OF THE ITALIAN CoMMERCIAL FLEET 

Totallleet I Steam vessels I Sailing vessels I 

1u1yl-

Number aroos toDS Number GroSs tons Number Groos tons 

1895 •••••••••••••••• , •••••••••••••••• 1,239 778, 941 228 339,088 1,011 439,853 
1900 ••••••••••••••••••••••••••••••••• 1,176 983, 655 312 540,349 864 443,306 
1\105 •••••••••• ; ••••••.••••••.•••••••• 1,209 1, 189, 066 375 741,110 834 447,956 
1910 •••••••••••••••••••••••••••.••••• 1,080 1,320,653 450 987,659 630 333,094 
1915 ••••••••••••••••••••••••••••••••• 1,177 1,736,545 655 1,513,631 522 222, 914 
19211.. ••.••••••••••••••••••••••••••••• 1,115 2, 242, 393 789 2, 118, 429 326 123,964 
1921. •••••••••••••••••••••••••••••••• 1,271 2, 650, 573 893 2, 467, 537 378 183, 036 
1922 ••••••••••••••••••••••••••••••••• 1,413 2, 866, 335 1,016 2,698,722 397 167,613 
1923 ••••••••••••••••••••••••••••••••• 1,416 3,033,742 1,043, 2,880,776 372

1 

162, 966 
1924 •••••••••••••••••••••.••••••••••. 1,299 2,832,212 971 2,718,606 328 113, 606 
1925 ••••••.•••••••••••••••••••••••••• 1,353 3,028,661 1,035 2,930,836 318 97,825 
1926 ••••••••••••••••••••••••••••••••• 1,401 3, 240, 630 1,099 3,150,246 302 90,364 
1927 ••••••••••••••••••••••••••••••••• 1,429 3,483,383 1,132 3,395,522 297 87,861 
1928 ••••••••••••••••••••••••••••••••• 1,4.."9 3,428,817 1,142 3,348, 732 287 80,085 
1929 ••••••••••••••••••••••••••••••••• 1,380 3, 284, 660 1,105 3,215, 327 275 69,333 
1930 ••••••••••••••••••••••••••••••••• 1,380 3, 331, 226 1,105 3,261,922 275 69,304 
1931 ••••••••••••••••••••••••••••••••• 1,347 3,335,673 1,101 3, 273, 525 246 62,148 

I Vessels 01100 groos toDS and upwards. 

Bource: Lloyd's Register of Shipping. 

The general increase of power-driven tonnage has been fairly 
steady; the small decrease indicated above since 1929 has little sig
nificance, inasmuch as the enlarged scope of the subsidized services 
and reduction in competition probably have in no way reduced the 
demanded. service to Italian nationals-which, rather than gain or 
loss in tonnage, is the measure of the value of a merchant fleet. 

The effect of commercial air services on Italian shipping will be 
watched with interest. Italy's commercial air services began opera
tions in 1926; by 1928 the route mileage had increased fourfold, pas
senger traffic threefold, and postal matter carried tenfold.8 The 
total length of air lines in operation on December 31, 1928, was 
11,000 kilometers (6,800 miles), being an increase of 6,600 kilometers 
(4,100 miles) during the year. . 

SUBSIDY SYSTEMS PRIOR TO WORLD WAR. 

CONTRACT SERVICES 

Development of communications as a national policy is historic in 
Italy. Before consolidation various of the small Italian States oper
ated postal and passenger steamship lines directly and at a deficit. 
Thus by 1850 the Government service between Sardinia and Genoa 
had incurred a deficit that reached 476,000 lire annually, whereupon 
a parliamentary commission recommended t~e l~tt~ng of contracts 
to private contractors for p~enger a!J.d mall serVICe:' based u~n 
Government subsidy, and a bIll for thiS purpose was mtroduced m 
the sub-Alpine Parliament in 1851~ 

• Appropriations for subsidies to Itnllan air Jines for the IIscal year ending June 30. 
; 1929, amounted to 49500000 lire ($2,603,700 at $0.0526 to the lira), and the sub· 
• aldlea actually paid during i928 were 31,321,419 lire 1$1,647,600). 



270 SHIPPING AND SHIPBUILDING SUBSIDIES 

Under this legislation services three times a month between Genoa 
and Cagliari and between Genoa and Portotorres were established 
under Government control provisionally, and these services subse
quently were let to the Rubattino Co. for 10 years at 250,000 lire per 
annum. The Sicilian Government contracted with Vincenzo Florio 
for a weekly service between Naples and Palermo and Naples and 
Messina for a term ending April 25, 1865, and also for a periodic 
service to the outlying islands near Sicily for a total subsidy of 30,000 
ducats annually. . 

Other services also were started, including one by the Compagnia 
Transatlantica between Genoa and New York for 640,000 lire annu
ally for a 15-year period. A Sicilian line to New York proved unsuc
cessful and was finally taken over by the Anchor Line. Various lines 
were projected and extended in services between the Italian mainland 
and Mediterranean ports, as well as through the Suez Canal to India 
by the Rubattino Co. 

In 1882 the Rubattino and Florio companies were amalgamated 
into the Navigazione Generale Italiana, and shortly thereafter the 
new organization began to expand its service to Sardinia and Red 
Sea ports, and also to Greece and the East Indies. As a result of 
these and other changes, the Government subsidies increased to nearly 
10,000,000 lire annually. During this period the distinction between 
postal and commercial lines became more sharply defined! 

PROVISIONS OF EARLY MA.IL CONTRACTS 

From 1862 to 1877 Italy's subsidy system took the form of postal 
contracts, and the Government paid out during these years a total of 
126,250,000 lire ($24,365,000 at par of that day) for this purpose. It 
was recognized as unnecessary to subsidize coastwise lines that ran 
parallel to railways, and from 1877 to 1893 there was a well-defined 
effort to cancel Government subsidies to such lines and also for carry
ing mails and to aid lines engaged in foreign trade as commercial . 
carriers. 

Without entering into detailed discussion of the mail-contract pro
visions of the early stages of the system, it may be stated that the 
principal beneficiary was one Italian company which operated nearly 
20 routes with an aggregate route mileage of 35,000, on which about 
1,100 voyages were made annually for a total compensation of about 
$1,500,000; these services were largely in the Mediterranean. The rest 
of the system involved short and frequent voyages. The entire cost 
was less than $2,500,000. The subsidy consisted principally of a 
mileage payment based upon a speed range of from 10 to 13 knots, 
payable both outwards and inwards under a 15-year contract. 

Following the expiration of the long-term mail contracts on June 
30 .. 1908, there was much uncertainty as to the proper action to be 
taken on the payment of subsidies. The contracts were therefore 
extended to June 30, 1910, pending an exhaustive study of the subject. 

From July 1, 1!)10, to June 30, 1913, the subsidized steamship 
services were regulated by provisional and definite conventions 
approved by the law of June 13,1910, which allotted annual appro-

• Notlzle Bulla marina mercantile del prlnclpaU paeBi marlttiml Mlnlstero deUa 
Marina, Rome, 1911. 
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priations aggregating 13,660,000 lire ($2,636,400) to be distributed 
among 11 steamship companies. Except for certain domestic serv
ices in the Adriatic and to the smaller islands and the service between 
Tripoli and Alexandria (Egypt), the services called for by this 
law were none other than those long maintained by the Navigazione 
Generale Italiana to Sardinia, Sicily, Tunis, Tripoli, Cyrenaica, 
Egypt, the Levant, the Red Sea, India, and China, and by the Soci
eta Veneziana di N avigazione to Calcutta. 

In addition, the State subsidized a special postal and commercial 
service between Tripoli and Torbruk, which was assigned to the 
Banca di Roma, and granted a compensation to the Compagnia di 
Antivari for transportation of mail between Italy, Montenegro, and 
Albania. 

NEW PLAN OF 1913 

The subsidy system of Italy was altered by the laws of June 30, 
1912, December 22, 1912, and May 29, 1913, and the royal decree 
of June 29,1913. This new plan went into effect on July 1, 1913, and 
provided at the outset for fixed subsidies amounting to 16,000,000 lire 
($3,088,000 at pre-war par) yearly for the 10 years between July 1, 
1913, and June 30, 1923. This was immediately increased to 19,250,000 
lire ($3,715,300). Under the new system Italian shipping was 
divided into four groups: 

I. Upper Tyrrhenian; 
II. Lower Tyrrhenian; 

III. Adriatic, including the fast-mail steamship service to Egypt; 
IV. Miscellaneous services. . 

The law provided for an annual subsidy of 6,123,000 lire ($1,181,700 
at pre-war par) for the services comprised in Group I, 4,110,000 lire 
($793,200) for those in Group II, and 3,200,000 lire ($617,600) ~or 
the Adriatic services and 2,500,000 lire ($482,500) for the fast line 
to Egypt comprised in Group III. 

One bid was received for the Upper Tyrrhenian service but none 
for the services in Groups II and ill, the subsidies being regarded as 
too low. The Government thereupon increased the payments as fol
lows: For the Lower Tyrrhenian service, to 5,180,000 lir~ ($~99,700) ; 
for the Adriatic, to 4,500,000 lire ($868,500); !or the Egyp~Ian serv
ice, to 3,450,000 lire ($665,800). At the same tIme the duratIOn of the 
contract for the serVice to Egypt was lengthened to 15 years. 

SUMMARY OF DEVELOPMENT 

The development of the Italian mail-co~tract sYs~em pri?r to the 
World War may be outlined roughly by perIods, serVice reqUIrements, 
and authorized annual expenditures as follows: 
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TABLI!I 52.-DEVELOPMENT OF ITALIAN MAIIrCoNTBACT SYSTEM PRIOR 'CO 1914 

Approxi· 
mate 
data 

Contract 

1862 ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
1873 •• '" ••••••••••••••• _ ••••••••••••••••••••.•.•••••.••••••••• 
1882 Florio'" Rubattino, Feb. 4, 1877, approved by Law No. 

3880, June 15, 1m, SE'ries 2 and following .............. . 
Peninsulare, Oct. 6, 1879, approved by Law No. 5250 of 

Jan. 29, 1880, series 2 •..•.....•......................... 
1893 Navigazione Oenera.le, Puglia, Sicilians, Jo.apoletana, and 

Nederland companies, Law No. 195 of April 22, 1893, 
and Royal Decree No. 592 of Oct 29, 1893 .•.••......... 

1903 ~:=.s~~ f~~~~i;8pprOv8diiiROY8iDoon;eNO'· 
1910 I1::~!.~t.on_u~s:~3;·1910~:::::::::::::::::::::::::::: 
1912 Laws NOB. 68.~ and 686 of June 30, 1912, and No. 306 of 

Annual 
milee.ge 

971,872 
1,2Il6, 795 

1,883,252 

9,192 

2, 008, 084 
2,845, 815 

9,192 
2,887,494 

Annual subsidy 
authorized 

I Equivalent 
Lire in United 

States 
currency' 

7,921,0.<;6 $1, 528, 800 
7,825, 3M 1, 510, 300 

8, 37(),868 1,615, 500 

soo,OOO 96, 500 

9,574,223 1,847,800 
12, 066, 925 2, 328. 900 

soo,OOO 96, 500 
13, 600, 000 2, 636, 400 

June 13, 1910 ••••••••••••••••••••••••• _ ••••••••••••••••• 3, 642, 057 I 23, 610, 400 4,556,800 

• Converted at the pre-war par rata of to.l93 to the lira. 

Soureea: Notizie suDa marina mercantile dei principali paesi ml\l'ittimi, p. 25, Ministero della Marina 
Rome, 1911; Commlssione Reale per la definitiva sistemazione dei servizi lIllIriltimi indispensabili e delle 
i nee utili, vol. I, p. 10. Rome, 1924. 

Under these various enactments Italy had paid in postar subsidies, 
up to the outbreak of the World War, more than $100,000,00(}
$16,816,000 in the period from 1862 to 1872, $7,551,000 between 1873 
and 1871, $21,500,000 from 1878 to 1885, and $60,190,000 between 
1886 and 1914. 

NAVIGATION BOUNTIES 

LAW OP DECEMBER I, 1885 

Upon the recommendation of a parliamentary committee appointed 
in 1881 the law of December 6, 1885, authorized navigation bounties 
for vessels of Italian nationality, whether of Italian or foreign con
struction, under certain limitations. The limitations excluded vessels 
that did not carry first-class ratings with approved classification 
societies, steamers receiving mail subventions, pleasure craft, sailing 
vessels more than 15 years old, and steamers more than 10 years old. 
Steamers receiving bounties coul'd not be sold or chartered to foreign 
governments without the consent of the Italian Government. 

The law provided for a bounty of 65 centesimi ($0.125 at pre-war 
par) per gross ton per 1,000 miles run between ports on the Mediter
ranean, Sea of Marmora, Black Sea, Sea of AZov, and the Danube 
and to ports beyond the Suez Canal or Gibraltar. The bounty pro
visions were also effective on voyages between one continent and its 
adjacent islands and any other continent and the islands belonging 
to it, if such voyages dId not lie wholly within the Mediterranean 
Sea. 

LAW OP JULY Z3, 189& 

The act of Decl.'mber 26, 1895, extended the 10-year limit of the act 
of December 6, 1885, and on July 23, 1896, a new law was enacted for 
a 10-year period. 
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Vessels ineligible to navigation bounties under the new law were 
those receiving postal' subsidies; pleasure craft; sailing vessels oper
at~~g between ports of Italy; 'steam~rs of less than 500 gross tons; 
sailing vessels of less than 250 tons If built of iron or steel and 100 
gross tons if built of wood and operating on routes beyond the Medi
terranean j steamers more than 15 years old; and sailing vessels more 
than 21 years old. . 

Vessels eligible for these bounties were,first, Italian-built vessels 
registered at the time of the passage of the act or at any time during 
the life of the act i second, Italian-buil't vessels under construction at 
the termination ot the law, on condition they were registered within 
two years thereafter; and, third, foreign-built vessels registered prior 
to January 1, 1887. 

This 1896 law first introduced flexible provisions aimed to en
courage renewal, higher speed, and larger size of vessels. The basic 
navigation bounty rate was increased to 80 centesimi ($0.154) per 
gross ton per 100 nautical miles. 

The full basic rate was granted to Italian steamers and sailing 
vessels operating between ports on the Mediterranean, Sea of Mar
mora, Black Sea, Sea of Azov, and the Danube, and ports beyond the 
Suez Canal or Gibraltar; likewise to ships operating in the indirect 
trades beyond the Suez Canal and Gibraltar. 

A bounty equal to two-thirds of the basic rate was granted to 
steamers and sailing vessels in the Mediterranean between other 
than Italian ports, including the Sea of Marmora, Black Sea, Sea 

'J of Azov, and the Danube River; and to steamers, but not to sailing 
vessels, operating between ports of Italy. 

Faster speed was contemplated by a provision for increasing the 
basic bounty rate by 50 per cent to Italian-built vessels capable of 
averaging 16 knots on a 12-hour loaded trial run. Larger size was 
aimed at by the size limitations of ships qualifying for bounties. 
The renewal feature of the law lowered age requirements on 
subsidized ships. 

Steamers receiving navigation bounties were required to carry 
Italian mails free of charge, and the Italian Government was given 
the power to requisition any subsidized vessel in case of war, 
epidemic, or other emergency. 

DECREE OF NOVEMBER 16. 1900 • 

The navigation bounties under the law of 1896. were modified by 
the royal decree of November 16, 1900, which further restricted the 
provisions under which navigation bounties could be granted. All 
for~ign-built tonnage was made ineligibl.e t.o bounty provisions. The 
baSIC rate was reduced from 80 centeslIDl per gross ton per 1,000 
miles for both steamers and sailing vessels to a new rate of 40 
centesimi ($0.0772) per gross ~on to steamers and 20 centesimi 
($0.0386) to sailing vessels. . 

Bounty mileage .·limits were placed at 40,000 miles per year on 
steamers of 12 to 15 knots and not to exceed 50,000 miles on steamers 
having a speed above 15 knots. The maximum for sailing vessels 
was fixed at 10,000 miles. 
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LAW OF .MAy 16, 1901 

The law of May 16, 1901, carried forward some of the previous 
laws and made further modifications in the bounty provisions. 
Ships of foreign construction were excluded from bounty privileges, 
as also were ships owned by interests which directly· or indirectly 
entered into agreements to artificially increase freight or passenger 
rates to or from Italian ports. 

The new rates were 45 centesimi ($0.08685) per gross ton per 
1,000 miles for steamers and 13 centesimi ($0.025) per gross ton 
per 1,000 miles traveled for sailing vessels. These grants were to 
be made to steamers until 15 years had elapsed from the date of their 
construction and on sailing vessels until the thirtieth year of 
operation regardless of the time limit established by the law of 1896. 

Total annual mileages upon which navigation bounties could be 
claimed could not exceed 30,000 for steamers and 12,000 for sailing 
vessels. The entire navigation bounty for the year was to be divided 
between vessels in proportion to their gross tonnage and the number 
of miles actually run. The total bounty authorized by this law was 
8,000,000 lire ($1,544,000) annually for the years 1901-2 to 1905-6. 
Steam tonnage declared after September 30, 1899, and thereby en
titled to the bounty, could not exceed 40,000 tons in any fiscal year 
until the expiration of the law of July 23, 1896. 

LAW OF JUNE 28, 1906 

The law of June 28, 1906, extended the enactments of July 23, 
1896, and May 16, 1901, with certain modifications, to June 30, 1908, 
and stipulated that any sums remaining of the credits for the fiscal 
years 1905-6 and 1906-7 were to be used exclusively for the payment 
of subsidies to steamships declared since September 30, 1899, main
taining an average speed of 15Y2 knots on a full-loaded 12-hour trial 
trip. This provision apparently made possible an expenditure for 
bounties in excess of the maximum of 8,000,000 lire ($1,544,000) for 
at least two years. 

Unexpended credits voted for 1907-8 were to be covered back into 
the treasury without deduction for customs drawback on construc
tion and repair materials on which payment of duty had not been 
made prior to June 30, 1908. The new law reenacted the limitation 
of 8,000,000 lire annually for all bounties. 

The laws of June 16, 1907, and June 13, 1910, extended the pro
visions of existing laws until June 30, 1910, and June 30, 1911. 

LAW OF JULY 13, 1911 

The law of July 13, 1911, was the thirdlrincipal Italian subsidy 
law, and was enacted for a. 15-year perio. It did not materially 
modify the navigation-bounty system. The provisions of the law 
of July 23 1896, as modified by tlie law of May 16, 1901, were to 
govern and remain in force for all ships qualifying for navigation 
bounties at the time! of passage of the new law, maintaining the 
15-year and 21-year age limIts on steamers and sailing vessels 
respectively. 

Expenditure for all purposes under the new act and the administra
tion thereof in any fiscal year from 1911-12 to 1925-26 was set at 



275 

a maximum of 6,200,000 lire ($1,196,600). Unexpended annual bal
ances, however, were to be carried forward. If the maximum estab
lished amount proved insufficient, the Government was given the 
power, subject to the approval of the superior council on the mer
chant marine, to limit the tonnage entitled to participate in the 
construction bounties." 

LAW OF JUNE 22, 1913 

On June 22,1913, an act was passed fora 10-year period beginning 
July 1, 1913, established a new form of bounty-an annual payment 
equal to 2% per cent of the value of the vessel-in favor of cargo 
vessels. Ships ineligible to its provisions included those more than 
20 years old and having lower than first class rating in approved 
classification societies; those engaged in the transportation of emi
grant or other passengers; those making voyages in .the service of 
lines receiving other State aid or whose routes were limited in 
whole or· in part to those followed by a subsidized line; ve$els 
making voyages of a total length of less than 500 miles; pleasure 
craft; and vessels entitled under article 4 of the law of May 16, 
1901, to navigation bounties, so long as such bounties were paid. 

Vessels eligible to bounties :in: full amount were to be operated at 
least 160 days annually; if operated for a less time, the bounty was 
to be reduced proportionally. Vessels were required to be of at 
least 1,000 gross tons and of first class ratings and were subject to 
requisition in case of public necessity. 

For purposes of establishing the value of the ships the Minister 
of Manne or a commission appointed by him was authorized to take 
as the basic value the contract building price less 4 per cent for each 
full year from the time of launching. Accordingly, the bounty was 
to be reduced annually until the vessel became 20 years old, when the 
bounty, by limitation, stopped altogether. 

To carry out the provisions of the law 2,300,000 lire ($443,900) was 
authorized annually. In case the annual claims exceeded the au
thorized amount plus any unexpended balance carried forward from 
a previous year, such excess was absorbed by a proportional reduc
tion of the several claims made. A 5 per cent deduction for the 
personnel pension fund of the Italian merchant marine was allowed. 

Between 1886 and 1914 Italy paid ·out in navigation bounties $15,-
575,000-$11,229,000 to steam and $4,346,00'0 to sailing vessels. 

CONSTRUCTION BOUNTIES 

The ship-construction bou~ty system of Italy rests upon the lack 
of native ore and coal depOSIts, the two elemental reqUIrements for 
the production of the modern vessel. So ~~ng as the greater.par~ of 
merchant shipping consisted of wooden salling vessel~, the shIpbUIld
ing and shippmg industries of Italy prospered. WIth the replace
ment of wooden by iron and steel vessels, Italy had to face an 
entirely different set of circumstances. . 

• Most of the laws providing navigation hounties provided for construction bounties 
also. See pp. 272-273. 
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LAW OF DECEMBER 6. 1885 

In 1881 an Italian parliamentary commission was appointed to 
Rtudy the shipping situation in Italy, with the result that on Decem
ber 6, 1885, a law was enacted which provided for construction and 
repair, navigation1 and coal-transportation bounties. The naviga
tion-bounty provisIOns of this law have been discussed. (See p. 272.) 
Construction bounties amounted to 15 lire ($2.90 at par of that day) 
per gross ton on wooden hulls, 60 lire ($11.58) per gross ton on iron 
or steel hulls, and 30 lire ($5.79) per gross ton on "floating equip
ment" (such as docks and scows) not subject to registration. On 
power plants 10 lire ($1.93) per horsepower was authorized as a 
bounty on new engines and 6 lire ($1.16) per 100 kilos (220.46 
pounds) weight on new boilers. On repairs" 11 lire ($2.12) per 
horsepower was allowed on engines and 6 lire (:»1.16) per 100 kilos on 
boilers. Bounties on power plants were increased 10 to 20 per cent 
in the case of vessels that were convertible into war cruisers and 
possessed a speed of 14 knots and a cruising radius of 4,000 miles at 
10 knots. . . 

DECREB OF HARCH 22. 1888 

Under the tariff act of July 14, 1887, import duties on shipbuilding 
materials were increased. Hence by royal decree of March 22, 18882 
ship-construction bounties were likewise raised and the principle 01 
paying bounties for the building of war vesSels contained in the origi
nal law of 1866 was reestablished. (Bounties for the construction 
of war vessels had not been granted under the act of 1885.) By the 
decree of March 22, 1888, bounties on the construction of merchant 
ships were granted at the rate of 17.50 lire ($3.38) per gross ton on 
wooden hulls, 77 lire ($14.86) per gross ton on iron or steel hulls, 
37.50 lire ($7.24) per gross ton on docks, barges, scows, etc. On 
power plants 12.50 lire ($2.41) per horsepower was granted on new 
engines and 9.50 lire ($1.83) per 100 kilos on new boilers, while on 
repairs 9.50 lire per horsepower was granted for engines and 11 
lire ($2.12) per 100 kilos for boilers. 

On warships the 1888 decree allowed 50 lire ($9.65) per gross ton 
on the larger ships and 37.50 lire ($7.24) on small craft .. On engines 
for warships, 8.50 lire ($1.64) per 100 kilos was granted; 9.50 lire 
($1.83) per 100 kilos for.boilers; and 11 lire ($2.12) per 100 kilos for 
auxiliary equipment. 

LAW OF .lUL Y IS. 1896 

Upon the expiration of the 10-year period of effectiveness of the 
law of December 6, 1885, it was extended (by the law of December 
26, 1895) to June 30, 1896, and then was superseded by the law of 
July 23, 1896, which restricted bounties on other than iron or steel 
construction. Thus the bounty of 77 lire ($14.86) per ~ross ton for 
metal and 17.50 lire ($3.38) per p:ross ton for wooden huiIs authorized 
by the decree of 1888 remained effective, but no bounties were granted 
to vessels with iron frames and wood planking. No vessel could par
ticipate in the bounty unless it had a first class rating in approved 
classification societies; bounty rates were reduced by 10 per cent if 
more than one-follrth of the materials used in the construction of 
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ir~~ or steel hu~ls was of foreign production,. and ~o vessels were 
ehgIble to. bountIes un~e~ ex~luSlvely. engag~d m naVIgation on seas, 
lakes, or rIvers, thus ehmmatmg floatmg-eqUlpment bounties. 

The power-plant bounties remained as under the 1888 law and were 
payable directly to the shipyard if no stipulation to the contrary was 
made by the person ordering the ship. 

No bounties were granted for the construction of warships ordered 
by foreign governments, but customs duties on· materials used in their 
construction were refunded. 

Warships built for Italian Government account might have the 
import duties on materials included in the price of the ship. Like
wise if any changes were made in the customs duties on materials for 
warships during .the operation of the law the Government was given 
the power to modify bounty rates proportionally. 

DECREE OF JUNE 17. 1900 

Modification of the law of July 23, 1896, was made by the royal 
decrees of June 17 and November 16, 1900. These decrees contain the 
first example of flexible bounties based upon vessel speed and form 
the basis for· the un~erlying principle contained in the decree of 
July 23, 1929. (See p. 305.) 

By the provisions of these ·decrees, instead of a flat bounty of 77 
lire ($14.86) per gross ton for iron and steel vessels, a rate of 45 lire 
($8.69) per gross ton was granted for iron and steel steamships with 
a speed less than 12 knots and for all iron or steel sailing vessels, 50 
lire ($9.65) per gross ton for steamships of 12 to 15 knots, and 55 lire 
($10.62) per gross ton for those of more than 15 knots. The pre
vious rate of 17.50 lire ($3.38) per gross ton for wooden hulls was 
reduced to 13 lire ($2.51) per net ton. 

Bounties on steamers could ;not be granted for more than 20,000 
gross tons. in the period between November 16, 1900, and June 30, 
1902, nor for more than 20,000 gross tons during the fiscal year 
1902--8, and not for more than 40,000 gross tons in any year there
after during the operation of the law of July 23,1896. In this man
ner the total amount of new steamer tonnage entitled to bounties 
under this law was fixed at 200,000 gross tons and the maximUm 
expenditure at 10,000,000 lire ($1,930,000) . 

• 
LAW OF MAY 16. 1901 

The law of May 16, 1901, continued some of the provisions of the 
decree of November 16, 1900, abrogated the decree of June 17, 1900, 
and modified the provisions of the law of July 23, 1896. Vessels 
which had been the object of bounty declarations on or before Sep
tember 30, 1899, were to remain under the construction-bounty pro-
visions of the law of July 23,1896. . 

Bounty rates to steamships of at least 400 gross tons and to sailing 
vessels of at least 100 gross tons were limited to a single payment 
after the vessel was completely fitted out, and these rates were appli
cable only on vessels launched between May 16, 1901]. and June 30, 
1907. Bounty rates to iron and steel steamers were nxed at 60 lire 
($11.58) per gross ton for vessels launched between May 16, 1901, and 
June 30, 1903; 50 lire ($9.65) upon vessels launched from July 1, 
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1903, to June 30, 1905; 40 lire ($7.72) from July 1, 1905, to June 30, 
1907; 30 lire ($5.79) from May 16, 1901, to June 30, 1903; and 20 
lire ($3.86) per gross ton from July 1, 1903, to June 30, 1905. Ten 
lire ($1.93) per gross ton from July 1, 1905, to June 30, 1907, was 
authorized for wooden sailing vessels. 

Importation of shipbuildillg materials was provided for by com
pensation to offset import duties. This allowance was 35 lire ($6.95) 
per gross ton for iron or steel hulls and 13 lire ($2.51) for wooden 
hulls, applicable to vessels built after September 30, 1899. Construc
tors of vessels built after September 30, 1899, could import free of 
duty one-third of the. metals necessary for the construction of the 
hull but not in excess of 160 kilos (352.74 pounds) per gross register 
ton. A 10 per cent reduction in customs-duty compensation was made 
if more than one-third of the materials used in construction of hulls 
was of foreign manufacture. Customs-duty compensatIon was to 
be increased or diminished proportionally in accordance with any 
subsequent change in import rates. 

No construction bounties were granted under this 1901 law on vessels 
built for foreign account, but imported materials were admitted free 
of duty temporarily, under the tariff phases of the act. Likewise, 
import duties were waived on materials imported to be used in the 
construction of warships for foreign-government account instead of 
refunding import duties collected on such imports, as was the case 
under the law of July 23, 1896. New foreign-built boilers and en
gines to be placed on warships and materials for iron or steel lighters 
for export were admitted free of duty. A limit of 40 lire ($7.72) per 
gross ton was placed upon imported materials that might be admitted 
free. Power-plant bounties were not modified by the law of May 16, 

'-1901. 
LAW OF JUNE 28, 1906 

The law of June 28, 1906, modified and extended the operation of 
the laws of July 23 1896, and May 16, 1901, to June 30, 1908. By 
this enaetment the lump-sum construction-bounty grants of 40 lire 
per gross ton on iron and steel steamers and 10 lire per gross ton on 
wooden sailing vessels, effective from June 1, 1905, to June 30, 1907, 
under the provisions of the law of May 16, 1901; were extended for 
one year. 

Two more laws, those of June 16, 1907, and June 13, 1910, extended 
the provisions of existing laws until June 30, 1910. 

LAW OF JULY II, 1911 

On July 13, 1911, a law was enacted which was the third and last 
of a series of principal subsidy laws prior to the law of 1926, the 
other two being the laws of December 6, 1885, and July 23, 1896. The 
1911 law, enacted for a 15-year period, was periodically modified 
because of war conditions. 

The 1911 enactment authorized construction bounties of 55 lire 
($10.62) per gross ton on iron or steel merchant vessels, dredges, and 
tugs if launched during the first five years of the law, 50 lire ($9.65) 
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if launched ~uring the second five years, and 45 -lire ($8.69) if 
launched durmg the last five years. Wooden sailing vessels were 
granted 10 lire ($1.93) per gross ton. 

Import-duty allowances on foreign materials for construction were 
provided by this law at 35 lire ($6.76) per gross ton for iron or steel 
vessels and 15 lire ($2.90) per gross ton for wooden vessels. Duty-. 
free importation of materials was allowed up to one-fourth of the 
iron or steel necessary for construction of the hUll, but such one-fourth 
must not exceed 120 kilos per gross ton for the entire ship. Duty 
reductions of 10 per cent were effectivll if the foreign material ex
ceeded one-fourth of the total material used, irrespective of whether 
or not payment of duty exceeded that proportion. Provision was 
made for modificat.ion of allowances proportionally to changes in 
import-duty rates. 

Vessels with iron frames and wooden planking, certain vessels in 
the Government service, pleasure craft, certain tugs and dredges, 
scows, and ferryboats were excluded from the bounty privileges of the 
1911 law. On power plants, however, 15 lire ($2.90) per indicated 
horsepower was granted on engines and bO.ilers and auxiliaries, 17 
lire ($3.28) per shaft horsepower on steam turbines, 27 lire ($5.21) 
per horsepower on internal combustion engines and accessories elm
nected therewith, 12 lire ($2.32) J2er 100 kilos for boilers and auxil
iary equipment, and 13.50 lire {$2.61) per 100 kilos for all other 
auxiliary apparatus. Bounties were not granted on power plants 
for vessels not themselves eligible to construction bounties or duty 
allowances. 

Between 1886 and 1914 Italy paid out in construction bounties and 
bounties and drawbacks on materials some $14,700,000--$13,238,000. 
on construction and $1,440,000 on materials. 

COAL TRANSPORT BOUNTY 

The law of December 6,1885, granted a bounty of 1 lira ($0.193) a 
ton on coal imported in Italian vessels from points beyond Gibraltar, 
if the quantity of coal carried was equal to at least three-fifths of the 
vessel's carrymg space. This provision accounted for the movement 
of ap:proximately 1,250,000 tons of c{)al between 1886 and 1896. 
Bounhes paid during this period totaled $236,000. The bounty was 
abolished by the law of July 23, 1896. 

STATE SHIPPING EXPENDITURES PRIOR TO WORLD WAR 

Details of Italy's annual expenditures for each class of bounties 
from 1886 to 1914 are shown in Table 53. 
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TABLE G3.-SUBSIDIES AND BOUNTIES PAID BY ITALY, 1886-1914 

Total Navigation bounties , Bounties, Coal Postal-con- ConstruCl- etc., on transport 
Year tract serv- tion boun- repairmB~ Equivalent ices, lire Steam Sailing ties, I lire terialB,t bounty,' 

Lire in U.S. lire 
cUlTency I vessels, lire vessels, lire lire 

1886-----112.677,965 $2,446,847 8,885,285 883.445 2,495,515 110,845 150,875 172, 000 
1887 _____ 12.864,670 2,482,880 8,865,2% 1,123,900 2,407.230 114, 695 1SO,270 173.290 
1888 _____ , 12, 888, 0051 2.487,385 8,885,285 1,066.800 2,263,910 250.540 279,200 162,470 
1889 ____ .1 12,931,415 -2,495,763 8,865,285 1,232,825 2, 036, 880 434, 435 313,275 48.716 
1890 _____ 112.599'260 2.431,657 8.865,285 736,116 1,518,270 1,071,540 305,545 102.505 
IS91. ____ 14,281,325 2.766,296 8,865,285 735,730 1,319,1SO 2,953,656 282,620 124,845 
IS92 _____ 12.521.245 2,416,600 S,865,2&5 692,970 1,215,640 1,250.075 329,690 167,585 

~~::::::I g:~:~ ~:rn:= 8,885,285 556,655 1,121,465 959,235 289.835 92,7.0 
10.067,355 322,115 1,075,800 1,036,930 395,010 l1S,44O 

IS95 _____ 1 12.316.325 2,377,050 10,067,355 359,585 904,445 594,625 342, 385 37,930 
IS96 _____ ' 13,089,585 2,526,300 9,575,130 1,00,150 880, 110 1,177,650 388,700 19,845 
1891.. ___ 113,074.620 2.523,400 9,575,130 2,044,335 836,435 133, 385 485,355 ---------. 
IS9s.. _ _ _ 14, 930, 230 2, 881, 5.'l4 9,575,130 2,213,580 716,530 2.053,420 371,570 
IS99 _____ 115, 425, 655 2,977,150 9,575,130 2.412,800 633,040 2,454.880 349,805 ----------
:~::::] ~:: m::l l::!:~: 9,575.130 3,209,135 555,51'5 3,264.885 306,885 --.------. 

9,575,130 1,561,685 325,680 7,181,610 260,745 
1902 _____ \16.311,580 3.143,135 9.575,130 1,613,670 202,320 4,640,780 279,680 ----------1903 _____ IS, 178, 986 3,508,544 9.575,130 3,553.590 306,400 4,569,720 174, 145 .---------1904 _____ 17,85~,385 3,446,668 12.062.175 3.196,530 276,780 2, ISO. 735 142, 165 ----------
1900.. ___ 18,882,285 3,644,200 12,062, 175 3,389,325 IS7, 005 3.121,355 122, 415 --.-------
1906_____ 19,306,500 3,726,155 12,062,175 3,O20,Oll5 205,185 3,909,580 109.475 ----------1907 _____ 17.493,735 3.376.290 12.062, 175 3.227,655 150,140 1,821,395 222,470 ----------1908_' ____ 19,440,950 3.752, 103 12, 062,175 3,353,655 217,015 3,545,785 262,320 ------.-.-1909 _____ 20.053,950 3,870,412 12, 062,175 2,950,285 171,415 4,707,390 162, 685 --------.-1910 _____ 18,2I!3,175 3.528.653 12,062,175 

3,232, 9251 152,685 2,623,125 212.265 ----------1911. ____ 19.862,215 3.833, 407 13, 533, 680 3,360,450 137,835 2,663,645 166.605 ----------1912 _____ 16,328,439 3,151,389 12.466.320 2,641,265 104.154 986,700 131,000 ----------
1913 _____ 20,617,781 3,979,222, 13.865,285 2,512.270 58,061 3,948,735 233,380 ----------
1914 _____ 26,898,595 Ii, 191,429119,906,735 1,918, 440 35,050 4,830,185 208, 185 ----------

i---
Total. I 69,833, 980 190, 677, 960 1311, 865, 275 58,179,670 22,519,540 68, 590, 535 7,458,555 1,220,405 

I Converted at the pre-war par rata of $0.193 to tbe lire. 
• Includes only bounties p8ld in 1901-1910. 
• Includes bounties on boilers, engines, and auxiliary eqnipment, as well as on hnlJs; and lor 1886-1896 

bounty on floating matariBJ (galleggianti), such as docks, soows, etc. 
• Drawbacks only in years 1886 to 1900; chietly fixed bounty in years 1901 to 1904; and bounty only in 

years since 1904. 
• Abollsbed by law of Jnly 23, 1896. 

The table is not all-inclusive. Administrative expenditures, many 
small provisions under the budgets, pension-fund appropriations, and 
certain direct outlays such as contributions of public funds toward 
the reduction of interest charges on loans made to shipping and 
refund of canal dues have beenomitted_ No approximation has been 
made of these amounts. 

SUBSIDY SYSTEMS FROM 1914 TO 1922 

CONTRACT SERVICES 

On July 1, 1914, the Italian Government was paying in annual 
subsidies 25,880,400 lire ($4,995,000) to 12 Italian steamship com
panies for maintaining 76 lines of communication-47 postal and 29 
commercial-by means of 142 steamers of 286,300 gross tons, tra
versing annually on contract service 3,700,000 miles_ Of this sum 
21,000,000 lire ($4,053,000) was expended on Italian ships employed 
solely in the Mediterranean, Adriatic, and Black Seas, either in the 
domestic trade of Italy or in trades in which Italian navigation and 
Italian merchants had played an important part sinre the Middle 
Ages. Nearly 5,000,000 lire was expended on Italian shipping 
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pas~g through t~e Suez qanal. On. Italian vessels passing Gibral
tar mto the AtlantIc, Italy m 1914 paId a subsidy of only 449 868 lire 
($86,825) to La Veloce Co. for its service from Genoa to 'Central 
~~rica, ,!here a considerable Italian population was engaged in 
raIsmg fruIt. 

The subsidized Italian lines encountered difficulties from August 
1914; some were suspended, and the services of most of the other~ 
were reduced. On January 2, 1916, by royal decree the subsidy rates 
were increased 25 per' cent and by successive decrees were doubled 
then trebled; but, notwithstanding, in January, 1918, the principai 
lines, followed soon by the lesser lines, gave up their contracts be
cause of war hazards, and their vessels were thereafter chartered 
and operated by their owners entirely for the account of the Gov
ernment. On January 1, 1922, the 76 lines of 1914 had been reduced 
to 56 with only 95 vessels, 44 having been destroyed; the annual 
subsidized mileage had been reduced from 3,920,000 to 2,257,000. 

In 1921. the Italian Government succeeded to the ownership of 
the Austrian Lloyd fleet, among other Austrian vessels. This fleet 
in 1914 drew from the Austrian Government 21,175,000 Austrian 
kronen ($4,300,000) in subsidies, refund of Suez Canal dues, ana 
other pecuniary benefits for the maintenance of 127 steamers on 43 
lines, covering annually 3,760,000 miles, operating from Trieste to 
Istanbul (Constantinople), Alexandria, Smyrna, Beirut, Odessa, 
Batum, Bombay, Calcutta, and Japan. It is now operated by Italians 
under the corporate name Lloyd Triestino, with subsidies described 
later. (See p. 298.) . 

CONSTRUCTION BOUNTIES 

At the outbreak of the World War the Italian Government was 
appropriating annually some 6,200,000 lire ($1,200,000) for general 
ShIP construction and navigation bounties under the act of 1911. 
This sum was provided in the budget for 1913-14, and was a reduc
tion in expenditure for the purpose named. Under laws amended 
by the act of July 13, 1911, the average annual expenditures for the 
previous 10 years had been 7,130,000 lire ($1,376,000), of which 
4,000,000 lire had been applied to construction bounties and rebates 
and bounties on imported shipbuilding materials, while 3,130,000 lire 
had been applied to general navigation bounties. 

Construction of new vessels in Italy during this period was about 
42,000 gross tons per year, so that the average bounty on hulls and 
machinery and rebates on materials and equipment approximated 
100 lire, or $18 to $19, per gross ton built. . 

EARLY WAR POLICY IN SHIPBUILDING 

Within a year after Italy entered. t~e war the country's. losses. of 
shipping began to mount, and the buIlding of cargo ves~ls 11} Itah~n 
yards as rapidly as possible beca~e urgent. Italian shipbullders.m 
July offered to build 10 cargo ShIPS for t~e Government a~ 600 hre 
(about $93 at exchange of $0.1554 to the hra) per dead-weIght ~n; 
but the Government declined, and resolutely through the war, WIth 
one or two unimportant deviations, h~ld to its purpose not to build 
or buy ships for Government ownershIp. In January, 1915, a royal 

85083-32--20 
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decree, based' on a law of 1912, had been issued authorizing the 
requisitioning of all Italian vessels for Government purposes at 
charter rates one-third below current market rates; In Janua.ry, 
1916, the Corsi law exempted from Government requisition for one 
year vessels to be built in Italy or bought abroad for ItaJian register,. 
thus giving Italian fleet additions the benefit of market freight rates 
higher than the requisition rates. 

Italy is to a great extent dependent upon imports for steel ship
building materials, and, this problem becoming acute, 45,000 tons of 
steel plates were secured from the British Government and allotted 
to a consortium of Italian shipbuilders at cost. In addition 42 old· 
steamers of 92,000 gross tons were broken up to secure the materials~ 

THE ARLOTTA LAW 

In August, 1916, the Arlotta law was passed. By its provisions 
Italian-built vessels registered before December 31, 1918, were ex
empted from incoine taxes and excess-profits taxes for five years. 
Vessels built abroad and registered in Italy before August, 1916, 
were exempted from the same taxes for three years. The law also 
admitted most imported shipbuilding material free of duty. In 
January, 1917, the law was extended to include vessels built in Italy 
and registered before December 31, 1919, and foreign-built vessels 
while under Italian registry. " 

Italian vessels registered before the war were held not entitled to 
these exemptions; but by royal decree of June 9, 1918, this position' 
was somewhat modified, and the proceeds of Italian vessels sold after 
August 1, 1914, insurance paid on vessels lost since February, 1917, 
Rnd income derived from the operation of vessels from January, 
1916, were exempted from excess war-profits taxes, provided four 
times the amount exempted was spent on new vessels bought abroad 
or built in Italy. ' 

Within 60 days after the issuance of the decree of June 9, 1918, it 
was given additional effectiveness by a guaranty of continued Gov
ernment charter and absorption by the Government of the excess war 
cost of the vessel. 

THE VILLA DECREE 

Under the Villa decree of August 18, 1918, Italian-built vessels 
I registered between January 1, 1920, and June 30, 1921, and vessel~ 

built abroad and registered in Italy before December 31, 1920, were 
entitled to a Government charter for two years from their registry, 
and on its' expiration to amortization by the Government of the 
excess war cost of the vessel according to an elaborate schedule, and 
if the market value of the vessel. should be less than the scheduled 
compensation the State should pay the difference. The Villa decree 
also provided that to secure the exemptions granted under the decree 
of June 9, 1918, the shipowner must spend on new vessels double, 
instead of four times, the amount of income exempted from taxation 
by that decree. The Villa law was thus, in effect, a shipbuilding 
'bounty, which in:volved 'direct expenditure for the Government 
charter and on the final Government settlement at the end of the 
charter~ It was a shipbuilders' decree, and one of its purposes was to 
provide employment for labor in shipbuilding after the end of the 
war. 
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. ~0!l0wing ·the armistice, legislation began to be considered, for 
lim~tmg the laws of. the war per~od. In this, however, the gElDl)ral 
policy of ta.x exemptIOns was' contmued and extended. . • , .. . 

THE DE NAVA DECREE 

The ~e Nava decree of March 30, 1919, was designed to hririg to 
an end ill two years the system of bounties provided by the Villa 
decree and by other war legislation for hastening shipbuilding, .in 
Italy I!.nd abroad, for the Italian merchant flag. Itprolotlged, 
however, for 10 years the previous tax exemptions in the case ()f 
·vessels built in Italy and registered before June 30, 1921, and, for 9 
years in the case of such shipping registered before June 30, 
1922; the tax exemption on foreign vessels registered in ·Italy was 
fixed at 7 years for those less than 15 years old and at 5 years for thdse 
between 15 and 20 years old. The exemption of shipbuilding materi
als from customs duties was continued. The De Nava decree stipu
lated that the Government's obligation to charter new vessels for two 
years should end on June 30, 1921, and in the case of vessels registered 
after that date charters should be optional with the Government, 
but it provided a modified system of State payments to shipowners 
to compensate for excess war costs of shipbuilding. . 

All the war legislation contained different rates for passenger, 
cargo, and mixed passenger-and-cargo vessels as to charters and 
repayments for excess war costs and different rates when· vessels were 
employed in the Mediterranean or'beyond. 

In some cases the De Nava decree would have been equivalent to 
a combined building and navigation lump-sum bounty of 1,700 lire 
(about $73 at exchange of $0.043 to the lira-the average rate for 
1921-22) per gross ton. In July, 1922, the finance commission was 
advised that expenditures under the Villa and De Nava decrees for 
encouragement of shipbuilding 'Were at the rate of 468,800,000 lire, 
based on the budget for 1921-22. The budget estimate for 1922-23 
provided 308,000,000 lire for closing up payments incurred under 
the De N ava decree. The Mercantile Marine Bureau. in 1922 com
puted that the total expenditures incurred or yet to be incurred under 
the Villa and De N ava decrees would be 1,155,900,000 lire, in return 
for which the Italian merchant marine would have acquired 165 new 
steamers of 1,054,000 tons dead weight, or at the rate of about 1,100 
lire (say, $50) per dead-weight ton. This computation did not 
include tax exemptions. 

THE BELOTTI DECREE 

On June 30, 1921 half the merchant tonnage building in Italy had 
not been completed' and accordingly could not take advantage of the 
De Nava decree benefits. Furthermore, the labor situation in Italy 
was disturbing and many men were out of employment. Accord
ingly, the so-called Belotti decree was issued on September 25,1921, 
granting to vessels 30 per cent completed on. June 30, 19~1, a bounty 
of 900 lire (about $40) per gross t?l1] 180 hre. to .be paId when ~he 
vessel was completed and the remammg 720 hre m 24 monthly m-' 
stallments after the vessel had entered service. Such vessels were 
exempt for five years from income ~axes, and vessels built in Venezia 
Giulia were exempt from indu~.r~al taxes; they were also exempt 
from possible Government reqUiSItIOn for four years. 
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The labor phase of the situation was met by conferring authority 
on the Minister of Industry and Commerce to transfer shipbuilding 
materials from one shipyard to another in order to secure steady 
employment and prevent shutdowns. In case work was not continu
ous and regular, the minister could declare the bounties and tax 
exemptions forfeited and could even demand restitution of bounties 
or exemptions already allowed, for which purpose the State had a 
preferred lien on ships built under the act. 

The decree also provided that shipyards which had been estab
lished or enlarged between August 23, 1918, and October 31, 1920, 
were entitled to a depreciation not to exceed 68 per cent of their 
expenditures on establishment or development during the period. 

Cargo boats built in new shipyards and registered between April 
1, 1919, and June 30, 1921, and mixed cargo-and-passenger ships 
registered between July 1, 1921, and December 31, 1922, were allowed 
a. subsidy of 130 lire ($56 at $0.043 to the lira) per gross ton; vessels 
built in enlarged yards were allowed 25 lire ($10.75) per gross tori. 
To meet the bounties 125,000,000 lire was called for and to meet the 
depreciations allowed 25,000,000 lire, both sums to cover the period 
from July 1, 1921, to June 30, 1925. Expenditures under this act 
were included in the 'budget for 1922-23 with the estimate for the 
De Nava. decree which it supplemented. The Belotti decree also 
authorized the Government to sell by auction or on private terms the 
vessels it still possessed as a result of the war. 

STATE SHIPPING EXPENDITURES, 1917-1922 

SUMMARY OF EXPENDITURES. 1917-19Z2 

The budget estimates for 1922-23 were accompanied by a report 
of the Government's expenditures on shipping from July 1, 1916, to 
June 30, 1922. This report was supplemented by a comprehensive 
review of the Italian shIpping situation from July 1, 1914, to Janu
ary 1, 1922, submitted by the director general of the Italian merchant 
marine. The finance commission's statement of expenditures by fiscal 
years follows. 

TABLIII 54.-MAlIlTIME EXPENDITURES OF THill ITALIAN GOVERNMENT, 1917-1922 

Fiscal year Department 

Expenditures 

Lire 
Equivalent 
in U. S.cur· 

rency' 

General shipping: . 
19111-17 ••••••••••••••••••••••••••• Transpofteticn.................... 591,652,500 $82,831,350 
1917-18 .••••.•••••..•••.••••••••..••.•. do............................. 1.822, 200, 000 236.886,000 
1918-19 ..••••••••••••••••••••.••••.•... do............................. 1,730,000,000 207,600,000 
1919-20 •••••••••••••..•.....•.•... Industry.......................... 1,177,034,000 94,162, 720 
1920-21 •••••••••••••••••••••••••••.•.•. do............................. 1,230, 000. 000 56,580. 000 
1921-22 ................................ dO ••••••••••••••••••••••••••••• j-.:l,_14O,~000'~000_f-.-9:-.,020,.-:-.000_ 

Tote1........................... .....•.••.••....•......•.•.••.•••... 7,690, 886, 500 727,060, 070 

Navigeticn operations: 
1919-20 ••••••••••••••••.•••••••••. Industry.......................... 8, 981, 685 718,536 
1921-22. """"""""""""" ••••. do............................. 13, M7,OOO 573,921 

Tote1. ••••••.•••••....•••••••..• ________ • ______ . __ • __ •• ____ .________ 7.713, 215, 165 727.362,627 

• Converted at the rate of to.14 for 1916-17. $0.13 for 1917-18. $0.12 for 1918-19. $0.08 for 1919-20, $0.046 for 
1920-~ and $0.043 for 1921-22. 
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These totals include Italy's expenditures during and after the 
war. for ocean and Mediterranean transportation, by Italian and 
foreIgn vessels, of 25,700,000 tons of coal, 17,000,000 tons of wheat 
and other foodstuffs, and 7,500,000 tons of metal-in all, about 
50,000,000 tons of imports essential to the Italian armies and civil 
population. Of the 7,600,000,000 lire expended, the Italian authori
ties estimate that 2,300,000,000 lire went to Italian vessels operated 
for Government account and under the various measures employed by 
Italy to keep its merchant fleet effective. The average freight paid 
by Italy for transportation was thus 150 lire per ton, and the author
ities point out that the market charter rate during the five years was 
185 lire for coal from England t() Italy, 345 lire for coal and wheat 
from the United States, and 396 lire for wheat from Argentina. 
The head of the Italian Merchant Marine Bureau computed that 
on the basis of open-market freight rates Italy saved, under its own· 
war legislation and allied cooperation, 3,000,000,000 lire on freights 
and bounties paid to Italian vessels alone. On the other hand, Ital
ian shipowners were as vehement as British shipowners in their pro
tests against the requisitions, rates, and control employed by the 
Government during and following the war. 

REIMBURSEMENTS FROM OTHER GOVERNMENT DEPARTMENTS 

The Italian Government recognized that these large amounts were 
not, in the main, properly chargeable t() the Merchant Marine Bu
reau, but rather to the various branches of the Government for 
which the merchant marine rendered specific services. The sums 
reimbursed to the maritime transport service by other Italian depart
ments up to the beginning of 1922 comprised 747,500,000 lire by the 
Food Administration, 279,000,000 lire by the Italian Navy, 104,000,-
000 lire by the War Department, 6,500,000 lire by the Agricultural 
Department, and 235,000,000 lire by the Coal Administration and 
State Railways-in all, 1,372,000,000 lire. 

To this sum are to be added 4,073,000,000 lire for the Italian office 
at London with the Allied Shipping Control, 1,222,000,000 lire for 
the Italian office at New York, and 1,400,000,000 lire for shipping ex
penses incurred in Italy, of which 605,000,000 lire was for expenses 
of Austro-Hungarian ships, 215,0~,000 lir~ !?r trans-Atlantic v~s~ls, 
130,000,000 lire for vessels on speCIal requlSltion, and 450,0001000 lire 
for Italian steamers chartered for two years under the Villa and 
De Nava decrees, already mentioned-a total of 6,695,000,000 lire, and 
a grand total of 8,067,000,000 lire; 

BUDGET ESTIMATES OF 1921-Z3 

The budget estimates for 11)22-23 provided 608,000,000 lire ($27,-
360000 at exchanae of $0.045)-against 1,140,000,000 lire ($49,020,~0 
at $0.043 to the lira) carried in the budget of 1921-22--for expen?i
tures on shipping. The scope and.purpo~ of the reduc~d appropna
tions were explained to the Parhament III July by SIgnor Peano, 
of the cabinet: 

The budget estimates for 1922-23 provide 308,000,000 lire for amortization, 
interest, and commercial use of the vessels chartered by the State, 140,000,000 
lire tor the maintenance of the lines formerly subsidized by the late Austro-
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Hungarian Government, and 160,000,000 lire for the voyages, by special requisi
tion, of steamers subsidized by the State. 

With the first amount stated, 308,000,000 lire, the obligation arising from 
the requirements of the De Nava decree of March 30, 1919, is completely dis
charged, inasmuch as it concerns the charter for two years of vessels con
structed in Italy or acquired elsewhere within the limits of time determined 
by the decree itself. 

With regard to the remaining charge of 300,000,000 lire for subsidized services 
(which later investigations reduced to 280,000,000 lire), it is to be noted that a 
partial set-off is to be found in the receipts of the ex-Austro-Hungarian lines 
for 1922-23 estimated at 90,000,000 lire, under the supposition that the receipts 
will not be below those of 1921-22. If the traffic be increased, reaching at 
least the figures for 1920-21, the expenses, taking into account the cheaper price 
of coal, could be reduced to 150,000,000 lire. 

It is, in fact, the intention of the Government to put a stop to new expenses; 
to that end, with the proposed law it is now provided that no new maritime 
services on national account shall be instituted, that those now in existence shall 

. not to be enlarged, and that new charters and requisitions shall not be authorized 
by the department in charge of the merchant marine. The same projected 
law proposes to effect a revision of the agreements covering the working 
of steamship lines, with a view to reducing expenses and compensation for 
operation. 

SUBSIDY SYSTEMS UNDER F ASelSTI GOVERNMENT 

PRELIMINARY PROGRAM, 1923-1925 

Reorganization of the steamship services and subsidies of the Ital
ian merchant marine was one of the earliest undertakings of the 
Mussolini administration. This was effected by means of 19 subsidy 
contracts in March, 1923, approved on April 26 by Royal Decree Law 
No. 1045. Previous to that time, during and following the World 
War, the Italian Government had operated the necessary communi
cation routes, with a mileage in 1921-22 of 3,800,000 and at a. cost of 
298,000,000 lire ($12,814,000 at average exchange for that year). 

The contracts of 1923 called for a mileage of 3,525,000, a reduction 
of but 7 per cent, and subsidies of 147,300,000 lire, a reduction of 50 
per cent. The services prescribed by the contracts of 1923 were 
mainly confined to the Mediterranean, while beyond Gibraltar a.nd, 
Suez the Mussolini subsidy system provided .only for 1 voyage a 
month to Shanghai, 1 a month to Calcutta, 2 a month to Bombay, 
and 19 a year to Zanzibar, stopping en route at ports of the relatively 
new Italian colonies of Somaliland and Eritrea. The 1923 contracts 
were each for one year only, with the provision that they could be 
renewed subject to such changes as conditions made needful. 

The services included were a combination of the pre-war Italian 
and the former Austro-Hungarian systems. Before the war those 
systems were in national as well as commercial competition, and 
various routes were duplicated, involving increased expenses and 
money loss to both nations. The Italian lines then traversed 3,920,-
000 miles for an aggregate subsidy of 26,000,000 lire, or $1.28 per 
mile, the Austro-Hungarian lines 3,760,000 miles for an aggregate 
subsidy of 13,800,000 kronen, or $0.75 per mile-in all, nearly 
7,700,000 mil~s for total subsidies of $8,000,000, or $1.03 per mile. 

In the years immediately following-in 1924, 1925, and as late as 
July, 1926-various changes were made in the subsidy system of 
1923. New contracts for a term of years were concluded with steam-
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ship companies, and the Government withdrew completely from 
owning and operating ships by transferring to private corporations 
t~e. steamer~ ?wned !l'J?d operated by. the St.ate Railways between 
SICIly, Sardmla, TumSllt, and the ItalIan Penmsula.6 

PLAN OF 1926 

The present system was put in effect on January 1, 1926, but as 
some of the contracts were not made until later the changes· were 
not fully provided for until the budget for the fiscal year 1926-27 
was approved in December, 1926 .. Under it the Italian Government 
is committed to a contract and subsidy program of approximately 
4,500,000,000 lire ($202,500,000 at 1926-27 exchange or $236,700,000 
at the stabilized rate of $0.0526 to the lire) over a 21-year period. 

Government aided and directed lines are divided into two groups, 
called" indispensable" and" useful" (see pp. 289 and 293). The 
dispensable" group is defined as lines connecting by shortest routes 
and highest speeds the islands (such as Sicily and Sardinia, the 
Parthenopean, Pantelleria, Pontine, and Eolie groups) and colonies 
(such as m northern Africa) with the Italian mainland. The" use
ful " lines connect Italian ports with foreign ports. 

Contracts between the Government and the "indispensable" lines 
are for 20 years, while those with the" useful" lines are for 5 and 10 
years, the original contracts dating from January 1, 1926. The total 
annual subsidy originally authorIZed to the ·two groups was 125,-
000,000 lire for the" indispensable" services and 57,000,000 lire for 
the" useful" lines, the latter being subject to a 4 per cent annual 
reduction. 

The personnel (officers and crews) of the subsidized ships must be 
approved by the Government, and the principal representatives of 
the subsidized companies in foreign' ports must be Italian citizens, 
unless the Government permits exceptions. Sixty per cent of the 
stock of the companies must at all times be owned by Italians. The 
subsidized ships must be built in Italian yards unless, on account of 
.onerous terms by builders, the Government waives this requirement; 
and the ships must be built, in part at least, of materials produced 
by Italian plants. 

SUBSIDIZED AND .. FREE" TONNAGE 

The Italian subsidy system of 1926 is designed for particular types 
of ships on particular routes and serving particular purposes. For 
these reasons the effects of the system must not be looked for in the 
returns of the general progress of the Italian merchant marine. At 
that time the power-driven fleet of Italy numbered 1,132 vessels of 
3,395,522 grOSs tons, of which 154 vessels, tonnage 865,840, were of 

• Return to private operation of the .team~r line. administered by th.e State R~i1ways 
was authorized by a decree of Dec. 31, 1923. The report of the State Railway Admmlstra
tion for the fiscal year 1924-'25 shows that during this last full year of operation the 
postal lines earned 12,610,635 lire ($529,647 at exchange of $0.042) tram passenger and 
baggage tramc 2827079 lire ($118737) on cargo tramc, nnd 445,009 lire ($18,690) 
on livestock. 'The total revenues of 15,882,723 lire ($667,074) c,?mp!,red with total 
expenses of 85,554,000 lire ($1,493,268), Including certain amortlzatlOn charges. A 
subsidy ot 18,748,446 lire ($787,435) was required for these lines tor 1924-'25. The 
commercial line for the san:e period earned revenues of 2,513,663 lire ($105,574) and 
Incurred charges amounting to 2,717,116 lire ($114,119). 
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12 knots and above. The fleets then owned by the companies under 
subsidy contracts numbered 233 vessels of 768,603 gross tons, not all 
of which were in contract service; .and their fleets of ships of 12 
knots and above numbered 101 vessels of 432,783 gross tons. 

The present-day commercial fleet of Italy is shown in Table 55. 

TABLE 55.-ITALY'S POWER-DRIVEN CoMMERCIAL FLEET ON JULY 1, 1931 

Total power-driven Shipsof12knotsand 
fleet above 

Ownership 
Number Gross Number Oross 
of vessels tons of ves."8Is tons 

Owned by contractors for ·'indispensable"lines ________ •••••• 126 220,940 I 70 163,529 
Owned by contractors for "useful"lines ...•••• __ ...•.•. ____ . 181 1,062, 809 78 676, 956 

Total owned by companies bolding contracts .•.•... _ ••• :--307-1-1,-283-, 7-49-'i~ - 840,485 
Nonsubsidized lleat ••.....•• _ ••••••••••••.•.................. 1 __ 7_94-1-_1_, 989_, _77_61~ _8_9_,62_1 

Total Italian power-drlven lIeet .•• __ •. _ .•..•.. ;........ 1, 101 3, 273, 5251 163 930, 106 

Source: Lloyd's Register of Shipping. 

The contracts under the 1926 law are all drawn to prevent undue 
competition with regular Italian lines which receive no subsidies
and which accordingly are under none of the obligations assumed by 
those subsidized. . 

FISCAL EFFECTS OF THE CHANGE 

The fiscal effects of the system inaugurated by the budget for 
1926-27 as compared with the system of 1923 will appear from the 
following computations, in which the contracts of 1923-24 have been 
placed as they would have been if the. division between" indispen
sable" and" useful" lines had been in effect at that time: 

TABLE 56.-Expl!lNDITUBES FOB ITALIAN SUBSIDIZED LINES, 1924 AND 1927 

1923-24 192&-27 Increase in 1926·27-

Service Equivalent Equivalent 
Lire in U.S. Lire in U.S. InUre InU.S. 

rurrencyl currency I cwrency 

BY CLASSES 

"Indispensable" services .•.. R9, 200, 000 $3, 924, 800 1127,910,000 $5,755,900 as, 710. 000 $1,831,100 I' Useful" services. __________ 58, 100, 000 2, 556, 400 • 67, 753, 000 3,048,900 9,653,000 492, 500 

Total ••••..•.••..•.••. 147, aoo. 000 1 6, 481, 200 195, 683,000 8, 804, 800 48,3113,000 2,323,600 

BY BOHI! POBTS 

Adriatic .•••••••.•.•••••••.• 69,500,000 3, 0li8, 000 100, 000, 000 4,500,000 30,500,000 1,442, 000 
West coast •• _ .•.•••••••••••• 72,500, 000 3, 190,000 70,000,000 3,150,000 • 2, 500,000 • 46, 000 
SIcily •..••••••.••••••••••••• 5,300,000 233,200 26,663,000 1,154, 800 20, 363, 000 921,500 

'rotal •..••.•••••••••.• 147,300, 000 I 6,481,200 195, 663, 000 8, 804, 800 48, 363, 000 2, 323, 600 

I Converted at the rate of $0.044 to the lira for 1923-24 and $0.045 for 1926-27. the averages for the IIscal 
years • 

• Decre ....... 
• See table 57, p. 291. 
• Includes, besides servIces covered In Table 59, 10,600,000 lire for services subsequently arranged to 

Austrolia and tbe east and west coasts of Soutb America. 
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The "indispensable" services, it will be observed, received 60 per 
cent of the total subsidies granted in 1923-24 and 65 per cent of the 
1926-27 allotments, and accounted for 80 per cent of the increase as 
between the two years. 

~ONTRACT SERVICES UNDER 1926 LAW 

.. INDISPENSABLE" SERVICES 

Under the 1926 law there are 14 groups comprising 88 routes in 
the "indispensable" system, some purely local, others extending all 
around Italy, and others to the Mediterranean coast of Asia, Africa, 
and Europe. The changes since 1923 cover four-fifths of the increase 
in subsidies and point to the general effect of the new system, in 
consolidation of companies, increase in size and speed of vessels, and 
greater mileage. 

The first of the two great changes effected on January 1, 1926, was 
the substitution of 20-year contracts for the temporary device of 
contracts subject to annual renewal. The 20-year contracts can, if 
desired, be modified in particulars every three years. 

The second change was the obligation imposed, as a contract con
dition, upon all but one of the " indispensable" lines to begin at once 
the construction of new steamers, usually larger and faster than those 
with which the services were being performed. The minimum size 
of the new vessels on the longer and more important routes runs 
from 1,500 to 5,000 gross tons, while on the shorter and less impor
tant routes new steamers may be as small as 150 gross tons. The 
only" indispensable" route exempted from the new-ship requirement 
is the line which, with six steamers of 150 to 400 gross tons, connects 
Fiume with near-by islands and small ports. . The other 13 "indis
pensable" routes were required to build in all, in three years, 48 
steamers of a minimum of 88,000 gross tons. Virtually all the 
Eteamers on these routes carry passengers, and the minimum speed 
ranges from 10 to 18 knots. 

CONTBA(1l' PBOVIBIONB 

The so-called "indispensable" lines consist, as just said, of 14 
groups. Besides the provisions contained in their contracts, rules 
and regulations, covered in 36 articles, are set up. The nine quoted 
below are indicative of the detail in which the entire scheme has 
been worked out: 

(1) Contracts may be entered into by bids or by private negoti
ation. 

(2) Vessels assigned to subsidized lines may be expropriated by the 
Government and turned over to any new operator who may undertake 
a service, such vessels to be priced b:r five experts, two representing 
the retiring operators, two r~presentmg the new operators, and the 
fifth to be named by the presIdent of the supreme court. 

(3) Operators who are compelled to build ne,! vessels fo! services 
may be authorized to issue bonds ~edeemable durmg the penod of the 
concession, in amounts not exceedmg three-fourths of the value of the 
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vessel nor more than 40 per cent (later increased to 60 per cent) of 
the subsidy due at the time authority is granted. (Decree Law No. 
945 of May 24, 1926, art. 1.) 

(4) All mail up to 30 :per cent of the measurement capacity of the 
"essel is to be carried wIthout charge. Moreover, all mail is to be 
collected from and delivered to post offices by the operator for his 
own account. 

(5) All passengers, cargo, livestock, and valuables shall be carried .. 
at State-approved tariffs. 

(6) The Government undertakes to provide permanent berths for 
the contract ships throughout the Kingdom. 

(7) In national emergencies foodstuffs are to be carried at 50 per 
cent of regular rates. 

(8) The Government may increase subsidies to meet any unusual 
conditions. 

. (9) Reduction in passenger tariffs: Free transportation to be 
granted to officials of the merchant marine administration on dutv 
status as well as certain other officials and their families, including 
members of Parliament in going to or from sessions; missionaries; 
destitute nationals and shipwrecked sailors, upon consular request; 
30 per cent reduction to Government employees and families, to of
ficers and enlisted personnel of the military establishment, to students 
of nautical schools, to participants in congresses, fairs, and exposi
tions, to groups of workers or farmers and families of 30 or over, to 
scientific expeditions, and to the consular corps, teachers, and their 
families j 50 per cent reduction to disabled war veterans who are going 
to Rome for special patriotic anniversaries; 75 per cent reduction to 
citizens traveling to take part in political elections, and to students 
from colonies or other foreign countries going to Italy to study. 

SUBSIDY ALLOWANCES 

The " indispensable" subsidy system of Italy is local in character 
and is comparable with no other system anywhere except perhaps 
certain local Japanese and Norwegian lines serving otherwise inac
cessible communities. The Italian system is of interest primarily for 
the personal service it renders Italian citizens and for the amount of 
public funds devoted to control of these services in the short routes 
covered. 

Table 57 summarizes the "indispensable" system as based upon 
1926 subsidy allowances. • 
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TABLE 57.-ITALY'S SUBSIDY AUTHOBlZATION FOB .. INDISPENSABLE" SERVICES 
UNDJ:B LAW OF 1926 

[2().year contracts from January 1, 1926) 

Contracting company I\Jld route served 
Lira 

Compagnia lta1iana Transatlantica: 

Annual snbsidy 

Equivalent in United 
Statee currency 

At $O.6!5 1 At $0.0526' 

Soci~~O¥&~~~~~~::fope-Fiiirici;-.-----~-.-.-----.----.---- 43,100,000 $1,939,500 $2, 267, 060 

Soci~:'T:.!!~~FN~~~iOIi.san-Maroo:~------------------- 23,650,000 1,064,250 1,243,990 

By ~~fra~~~ce------------------------.-.---.-.-.--------- 16, 400, 000 738, 000 862,640 

8oci~:':t~~8I':."=ri.Maritiiiii8:---------------.-.--------- 2, 325, 000 104,625 122, 295 

8OCi~~:t~~~~~:-~~n.p~iiii:---------------.--------- 4, 570, 000 205, 650 240, 382 
Group VI, BarL _________ • _____ • ___________ . _________ ._______ 14, 950, 000 672, 750 7SS; 370 

Compagnia Bards d' Armamento • Navigazione: 
8oci~~0:t~~~~gazii;ii.;TOSc;.n.;:----- ------.------------ 4, 050, 000 182, 700 213, 556 

Boci~~o~~r:,.n~~1n=::e.lffi;.v;g;Uio;,-.:.------------------- 2, 900, 000 130, 500 152, 540 

SOCi~~o~~~ f~n'::':~~,,';~:..i;~~~~e Islands _________ . ______ . 4,150,000 186,750 2i8, 290 

SOCi~:'T:.'!>~.\'l ~~~il;;n.;L,;:-MerfdfoWii.:----·----------- 2, 300, 000 103,500 120, PSO 

S~:':ll' J~v~1~.!~bf..~0~~~~~i~~~lleria Islauds_____ 2, 025, 000 91,125 106, SIS 
8OCi~~0T:.;~~i'a'i~':."~~"1'~;,~~..ra..'!fiiiii8:6osti.;i .. :------------ 3, 200, 000 1 .... 000 168, 320 

BOCi?t~0T:.o~~'i.l;;v1g;UiiineLa-iarsti.;a:-------------------- 3,300,000 148, 500 173,580 
Group H, Zara _______________________________________________ f-_980_, 000_.I __ 44,_100_f __ 51_,_548 

Total annual authorizatiou_________________________________ 127,910,000 5, 755, 950 6, 728, 066 

1 Average rate of e.ehange for Oscal year 1936-27 • 
• Rate as stabilized by decree of Dec. 21, 1927. 

Of the total tonnage owned in 1926 by these. companies, the four 
principal ones owned 141,000 gross tons and received, according to 
the 1926 scale of allowances, 98,100,000 lire in annual subsidies, or 
about 700 lire ($31 at exchange of $0.045) per gross ton, for serving 
the Italian colonies in Africa, the Dodecanese Islands, and the Asiatic 
Mediterranean coasts. 

Nine of the other original contracts, covering 30,200 gross tons; 
called for subsidies approximating 27,500,000 lire annually, or 
roughly 900 lire ($40) per gross ton, for services by which Italian citi
zens have access to the mainland. In this group the vessels averaged 
only 670 gross tons each, while over the entire " indispensable" sys
tem the vessels averaged some 1,675 gross tons. Particulars of the 
remaining contract (Group IV, Ravenna) are not given. 

Ten of the companies awarded" indispensable" contracts under 
the law of 1926 were allotted loans by the Consorzio di Credito (see 
p. 311) in the following amounts: Compagnia Italiana Transatlantica, 
110,896,223 lire; Societa Italiana di N avigazione Florio, 110,896,223 
lire' Societa Anonima Industrie Marittime, 4,443,315 lire; Societa 
An~nima di Navigazione Puglia, 34,199,986 lire; Compagnia Sarda 
d'Armamento e Navigazione, 4,363,491 lire; Societa Anonima Navi-
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gazione Toscana, 4,903,403 lire; Societa Partenopea Anonima di 
Navigazione, 6,533,505 lire; Societa Anonima di Navigazione La 
Meridionale, 4z.352,442. lire; Societa di N a vigazione a Va pore Istria
Trieste, 2,181,145'lirej and Societa Anonima di Navigazione La 
Zaratina, 2,181,745 lire; a total of 284,952,078 lire, equivalent in 
American currency to $12,822,844 at average exchange for the fiscal 
year 1926-27 or $14,988,477 at the now stabilized rate of $0.0526 to 
the lira. . 

AuthorlzetJ increa868 

Royal decree No. 3103 of December 31, 1928, published in the 
Gazetta Ufficiale of January 14, 1929, authorized increases in the 
annuities to be paid to subsidized shipping organizations of the 
" indispensable" system, as follows: 

TABLB 58.-AUTHOBIZED INCBEASU IN ANNUITIES, .. INDISPENSABLB" SERVICES, 
1929-1947 

F~year 

19l!!I-29 _________________ _ 
1929-30 _________________ _ 
1930-31-__ • ___ • ___ ._. ___ _ 
193HI2 •• _ •••••• ________ _ 
1932-33 _________________ _ 
1933-M ________________ _ 
1934- 35 _________________ . 
1935-36 _________________ _ 
19.16-37 ______ • __________ _ 
1937-38 _________________ _ 

Subsidy Increase 

Lire 

5,170,000 
18, 106, 582 
Zl,I06,582 
23, 642, 52'J 
20,845, 000 
20, MS,OOO 
20,845,000 
20,845,000 
20,845, 000 
20, 845, 000 

Equivalent 
in United 
States cor-

rency 1 

$271, 950 
952, 400 

1,215,400 
I, 243. 000 
1,096.450 
1,000.450 
1, 096. 450 
1,096.450 
1.096.450 
1,096.450 

F~year 

1938-39 ________________ _ 
1939-40 ________________ _ 
1946-41 ________________ _ 
11141-42 ________________ _ 
11142-43 ________________ _ 
1943-44 ________________ _ 
11144-45 ______________ _ 
11145-46 ________________ _ 
1946-47 _______________ _ 

1 Converted at the stabilir.ed rate of $(1.0526 to tbe lira. 

Subsidy Increase 

Lire 

20, 841;. 000 
20,845,000 
20, 845, 000 
20,845,000 
20, 845, 000 
20, 845, 000 
20,845,000 
17,845, 000 
7,422,500 

Equivalent 
in United 
States cur-

rency I 

$1,096.450 
1,096.450 
1, IJ!I6, 450 
1, 096. 450 
1,096.450 
1,096,450 
1,096.,:;0 

938, 650 
300. 425 

The beneficiaries of the increases are companies operating Group 
II (Palermo), Group III (Venice), Group VI (Bari), Group H 
(Zara), Group B (Tuscan Archipelago), and Group E . (Egadi, 
Pelagie, Ustica, and Pantelleria Islands). The Puglia Co., operating 
Group VI (Bari), is granted an increase from 14,950,000 lire 
($786,370 at stabilized exchange) a year to 19,950,000 lire ($1,041.\,-
370);' the Navigazione Toscana, operating Group B (Tuscan Archi
pelago), an increase from 2,900,000 lire ($152,540) a year to 4,100,000 
lire ($215,660); 8 and La Meridionale Navigation Co., operating 
Group E (Egadi, Pelagie, Ustica, and Pantellerla Islands), an increa~ 
from 2,025,000 lire ($106,515) a year to 2,725,000 lire ($143,355). 
Details on the other contracts are not at hand. 

Increases for the Navigazione Toscana Co. are based upon in
creased costs of operating expenses and of new vessels, and subject 
to further revision every three years in accordance with fluctuation 
in the price of coal if such fluctuations exceed 15 per cent of the 

• Agreement of June 3, 1929, approved by Royal Decree No. 2139 of Nov. 25. 1929 
(Gazzetta UlIIctale No. 299). 

"Agreement of Aug. 27, 1930, approved by law of Dec. 22, 1930 (Gazzetta UlIIclale 
No. 81, 1931). 
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average prices during the preceding three years. The operatip.g 
company agrees to install radiotelephone systems on subsi<lized 
lines. The Meriodionale contract was revised on substantially the 
same conditions with some changes in itinerary. -

BOUTl!lS SERVED 

The" indispensable" contract services are divided into two brpad 
classifications, comprising six groups· numbered I to VI, reqqiring 
longer routes and larger ships, and eight groups lettered from A 
to H,' termed local maritime services, which are operated in the 
shorter trades with smaller ships. Since the entire system contem
plates services of a domestic character even though extending 
through the Suez (Janal in one instance, the itineraries'need not he 
given in full herein; they have been indicated in Table 57 . 

.. USEFUL" SERVICES 

The" useful" lines under the new subsidy system are those which 
connect Italy with foreign ports beyond Italian colonies on the 
Indian, Pacific, and Atlantic Oceans. The subsidies for these lines 
in 1926-27, the first full year of operation, were 67,753,000 lire 
($3,048,900 at $0.045), this total including a nonallotted 10,600,000 
lire in addition to the services shown in Table 59. 

CONTRACT PBOVISIONS 

The agreements for" useful" services are so worded as to leave 
the contractors free to organize each service. The contract require
ments are less rigorous than those for the "indispensable" lines, 
because it is considered of greater importance to operate a com
mercialline than to assure a service that may be of but general public 
interest. It is recognized that successful commercial operation must 
include an element of flexibility. Article 2 of each of the" useful" 
contracts, however, contains a paragraph which reads: 

The Minister of Communications will have the option to modify the above 
routes when, in his absolute judgment, they may constitute an unlawful com~ 
petition with preexisting national regular lines, whether private or subsidized. 

The different agreements have a life of 5 or 10 years. The fleet 
provided for the "useful" group under the original agreements 
consisted of 131 vessels of 597,735 gross tons. 

New oooatruction 

It may be added here that the contract with the Servizi Marittimi 
requires the construction in three years of one 17lh-knot steamer over 
11,000 gross tons for the mail line to Alexandria, and that the Lloyd 
Triestino Co. in 10 years must build at least 50,000 gross tons of 
steamers each over 2 000 !!l'OSS tons. Likewise the Adria Co. is 
required' to build six 1,6004001 vessels i~ 1~ years. The total co~
struction requirements under contract obhgatIOns, therefore, appr.oXl-
mate 70,000 gross tons. . 
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OM'f"ia,ge of mails 

All contractors on the" useful" routes must carry mails, whether 
originating in Italy or destined thereto, or whether originating in 
foreign countries or destined thereto. Such mail includes parcel-post 
packages and the handling of empty mail bags, the packages being 
limited to 22 pounds in weight. No additional compensation is 
granted the contractor for this service unless the space occupied by 
parcels sent from Italy exceeds 3 per cent of the capacity of the 
ship's hold, in which case extra compensation will be determined by 
the Ministry of Communications. All contracts concluded by the 
contractor with foreign powers for the handling of foreign mails 
must be approved by the Italian Po~tal Administration. 

Actuarial infON'lllJ,tion 

Article 10 of all "useful" contracts specifies that the Ministry of 
Communications has the right to control the operation of the service 
in whatever manner may be considered most expedient. To that end 
the contractor. compiles statistics covering the movement of passen
gers :and cargo for each line and the various revenues received, which 
data he submits to the Ministry of Communications four times each 
year, together with any other dOCUlDents required. Within six 
months of the closing of each fiscal year the contractor also submits 
to the Ministry of Communications, along with the balance sheets, a 
technical and economic report showing the distribution of revenue as 
well as the expenses for each line. Final payment of the amounts 
due the contractor is not made until aU such documentary evidence 
is transmitted. 

The subsidy is paid in monthly installments and in an amount of 
not over nineteen-twentieths of the total due, payment of the balance 
being deferred until audit of above-mentioned documents has been . 
completed. . 

Expenses incurred by the personnel detailed by the Ministry of 
Communications for supervision of the operations of the services and 
of the audit of the required statements are for the account of the 
contractor. 

On the" useful" contracts, the basic annual subsidy is reduced by 
4 per cent. This reduction, however, may be offset by increased 
service, extension of lines, or by the establishment of new lines, and 
under such circumstances the 4 per cent deduction will not be made, 
provided the operations of the contractor equal the total initial an
nual mileage increased by as many times 4 per cent of the initial 
mileage as the number of years which have elapsed since the initial 
operation. 

Penalt,l clauses 

Upon undertaking the contract, the contractor furnishes Govern
ment bonds or securities or gives a fully insured vessel property 
mortgage to the Government in the amount of 10 per cent of the 
annual sum of the first year's subsidy. For nonperformance of a 
voyage the contractor loses the relative subsidy for the voyage; and 
if such failure occurs through his fault he incurs a fine of 1,000 to 
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5,000 lire. Likewise failure to call at a contract port entails a fine of 
1,000 lire. For any other breach of the obligations of the contract the 
contractor incurs a fine of from 500 to 10,000 lire. Certain contracts 
carry a penalty clause of 100 lire per gross ton for failure to build 
vessels according to new-tonnage contract requirements. 

Natronal-de(enae requirements 

Contract steamers on all "useful" routes (and on those "indis
pensable" routes where a foreign port is served) are required to 
carry an extra certified captain and an extra certified engineer as 
students. These officers are to be paid by the Government monthly 
from 100 to 150 lire and to enjoy the privileges of their rank. Each 
is bound to serve one year on the ship, and the company is required 
to provide a similar substitute incase the designated officer fails to 
report. 

The subsidized steamers to Italian colonial ports and to foreign 
ports are alike required, when Italy mobilizes its forces, to give pref
erence at embarkation to Italians called to the colors, and such 
Italians are entitled to transportation at a reduction of 30 per cent 
of the regular fare. This reduced fare is also allowed to Italians en 
route to perform their periodical military duties or returning to their 
homes after such service has been rendered. 

SUBSIDY ALLOWANCES 

An outline of the" useful" subsidy system of Italy as established 
under the provisions of the 1926 law is presented in Table 59. 



TABLE 59.-lTALY'S SUBSIDY AUTHORIZATIONS FOR "USEFUL" SERVICES (ORIGINAL CONTRACTS) UNDER LAW 'OF 1926 

16 and 10 year contracta from Jan. I, 1926) 

Annual subsidy I 

Total available I 
Contracting company and route served Frequency and speed 'Fls:ml Orlglna\ con· Contingent 

yesr tract, 4 per upon 

" cent annual Increased Equivalent 
reduction, service, Lire In United 

lire lire States cur-
rency' 

Societa Italiana dl Servlzl Marlttiml, Rome: I 
$198,900 1. Fast line to Egypt. From Oenoa. ________ •• __ . ___ 22 voyages annually; 44 voyages when new vessels enter 1926-26 6,100,000 ----204;000- 6,100,000 

E::~iiew..:f:.ed8~~~fg:~d 11 knots_. _____ • __ •• _____ 
11126-27 9,996,000 10,200. 000 469,000 

2. Line to Syria. From Oenoa _____ • ____ • _________ • __ 1927-28 10,888,000 612,000 11,600,000 604,900 
PoBtalllne to Tyrrhenian·Constantlnople-Danube. Every 2 weeks; every 4 weeks to Danube. Speed, 10 1928-29 11,728,000 1,072,000 12, 800. 000 673,280 

From Oenoa. knots. 1929-30 11.216,000 1,58',000 12,800,000 673,280 
4. Commercial line to Tyrrhenian-Constantinople· Every 2 weeks; every 4 weeks to Russian ports. Speed, 1930-31 10,704,000 2, 096, 000 12,800,000 673,280 

Black Sea. From Oenoa. 9 to 10 knots. 1931-32 10,192, 000 2,608,000 12,800,000 673,280 
1932-33 9,1180,000 3,120,000 12, 800, 000 673,280 
1933-34 9,168,000 3,632,000 12, 800, 000 673,280 
1934-85 8,656,000 4,144,000 12,800,000 673,280 
1936-36 4,200,000 2,200,000 6,400,000 336,640 

Booleta dl Navlgozione Marlttlma Italiano, Oen08: 
Once each month, p81!8enger and cargo. Speed, not less 62,400 ,I. Oenoa-Bombay line. From Oenoa ___ ,. ____________ 1025-26 l,fIOO,OOO -----64;000- 1,600,000 

than 12 knots. 1928-27 a,136,ooo 3,200,000 144, 000 
1927-28 8,008.000 192,000 3,200.000 168,320 
1928-29 2,880,000 820,000 8,200,000 188,320 
1929-30 2, 752,000 448.000 3,200,000 188.320 
1930-31 2,624,000 448,000 3,072,000 161,587 
1931-32 2,496,000 676,000 8,072,000 161,587 
193~33 2.368.000 704,000 I 3,072, 000 161.587 
1933-34 2,240,000 832,000 3,072,000 161,587 
1934-85 2,112,000 960,000 3,072,000 161,587 
1935-36 1,024,000 1,088,000 2,112,000 111,091 

1. Societa di Navigazlone Lloyd Trlestino:' 
Speed, 1. Fast line to Egypt. From Trieste _______ .............. Weekly; 26 calls at Venice on Inward voyage. 1926-26 12,925,000 ----ai7;000- 12,926,000 504,075 

17 knots. 1928-27 25.333,000 25,850,000 1,163.250 
2. Fast line to Egypt_ From Venlce _________________ 16 voyages annually. Fortnightly from Sept. 16 to May 1927-28 24,299,000 1,651,000 25,850,000 1,369,710 

'15. Speed, 15 knots. 1928-29 23,265,000 1,585,000 25,850.000 1,369,710 
3. Fest Levant line. From Trleste ______________ • ___ Weekly. Speed, 12 knots _______ . ________ • ________ 00 ____ 1929-30 22,231,000 ,619,000 25,850,000 r, 359, 710 
4. Aegean and Black Sea 11ne. From Trleste ________ 

Fortnightl~. Sleed!. 10 knots. 1930-31 21,197,000 4,653.000 25,850,000 t:·~~:~~g 6. Syrian line. 
]o'rom Trieste ________________________ 

Weekly. pee, 10 nots. 1931-32 20,163,000 6,687,000 25,850,000 



8. Fa.t lin. to Indl.. From Trl .. t................... Monthly. Speed, 12 knotl. 
7. Line to Far Eaat. From Trt .. t ................... Monthly. Sp.ed, 10 knots. 

193z..s8 
1933-84 
198~ 
198H6 

19,129,000 
18,006,000 
17,061,000 
8, 272, 000 

6,721,000 
7,766,000 
"789,000 
4,663,000 

28,860,000 
26, Rim, 000 
28,860,000 
12,9211,000 

l,asO,710 
1,869,710 
1,869,710 

679,866 

~ IV. Socl.t. dl N8vlgazlon. Llhera Trlestlna, Trlest.: 
ES 1. Lin. around Alrlcon continent. From Venlc ...... 192&-26 

1926-27 
1927-28 
1926-29 
1929-80 
1039-31 

4,280,000 
8,287,600 
7,862,600 
7,437,30n 
7,012,600 
3,400,000 

800,000 
686,000 
666,000 
626,000 
406,000 
240,000 

4,360,000 
8, 872, 300 
8,417,600 
7,902,300 
7,607,600 
3,640,000 

177,460 
899,262 
442,760 
418,827 
894,896 
191,464 r 

~ 

2. North Pac\1lo line. From Venice ................ . 

8. Congo line. From Venlc ........................ .. 

V. ~.lt~.P.o;.;~IW;,oe~IO~r~:,'~~~.:ste ...................... Twice a month. Speed, 9 knots ........................ . 
2. TrI .. ta·TrlpoU Une. From Trl .. ta ................ Monthly. Speed, 9 knote. ............................. . 

VI. Socleta Anonlma dl Navlgadone Marltttma Adria: I 
1. Italian ports. From Flume ....................... Weekly. Speed, 10 knots ............................. .. 

:: !~n~:W~~tnll:-:.~~~lrl':.!?'eFr:~o::.:;!~~:'::: flt~!. 2:0'::'t~iy. B~~~d~ t~':,~ii.::::::::::::::::::::::: 

192&-26 
1926-27 
1927-28 
1926-29 
1929-80 
1939-81 
1931-32 
193z..s3 
1938-34 
1934-36 
193&-86 

192&-26 
1926-27 
1927-28 
1926-29 
1029-80 
1939-31 
1931-32 
1932-33 
1933·34 
1034-36 
193&-86 

1,280,000 
2,460,000 
2,860,000 
2,280,000 
2,160,000 
2,060,000 
1,960, 000 
1,860,000 
1,760,000 
1,860,000 

,800,000 

8,460,000 
6,762,000 
6,486,000 
6,210,000 
6,934,000 
6,668,000 
6,382,000 
6,106,000 
4,830,000 
4,664,000 
2,208,000 

.... ·~ii;ooii· 
160,000 
260,000 
860,000 
460,000 
660,000 
660,000 
760,000 
860,000 
460,000 

.... i38;OOO· 
414,000 
600,000 
966,000 

1,242,000 
1,618,000 
1,794,000 
2,070,000 
2, 346, 000 
1,242, 000 

1,280,000 
2,300,000 
2, aoo,ooo 
2,300,000 
2,aoo, 000 
2,aoo,OOO 
2, aoo, 000 
2,600, 000 
2,aoo,OOO 
2,600,000 
1,280,000 

8,460,000 
6,900,000 

, 6,900,000 
6,900,000 
6,900,000 
6,900,000 
6,900,000 
6,900,000 
0,900,000 
6,900,000 
8,460,000 

48,760 
112,600 
181,600 
181,600 
131,600 
181,600 
131,600 
131,600 
131,600 
131,600 
66,760 

134,860 
810,600 
862,940 
362,940 
862,940 
862,940 
862,940 
362,940 
862, 940 
862,940 
181,470 

I Does not Include Inc ...... granted or new speclfloatlons re~lred under .ubse~uent renewals 01' extensions of contract., nor contracts to Australia and to east and west ooa.ts 

01 S~'g~n~::r~~~tn~~e ~~~~1'iJ~3~i~~t~ Ilr.~ ~~~m~:. ~~l·IO~dl~l~~n~~")~o~g(.f.~WI~~~o;:.~e) To~~~~~~I~~.;':.~.~o In th. text, 
I Under the sub.ldy-oontraot t.rms the 80cl.ta Itallana I. required to con.truct on. lI,ooo·too 17~·knot v •••• 11n 8 y .. n; the Lloyd·Trlestloo, 60,000 gro •• tons In ships of not 

laos than '.000 gro .. tOni .. ch 10 10 y .... ; and th. Socl.ta Adria. six 1,6000too vaosel. In 10 y .... ; a total 0170,600 gro .. tOni. 
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BOUTES SERVED 

Eastern MetUterranean tlffWl Black Sea 

The original contract for services within the Mediterranean and 
Black Seas included a fast line from Genoa and Naples to Egypt, a. 
line to Syria, a postal line and a commercial line to Istanbul and the 
Danube. These lines are operated by the Societa Italiana di Servizi 
Marittimi (Italian Maritime Service Co.) of Rome. 

The fast fortnightly line to Egypt (22 voyages annually) was 
planned to alternate with another service from Trieste operated by 
the Lloyd Triestino, thus giving Italy a weekly fast mail service to 
Egypt. Under the contract provisions the contractor agreed to build 
an additionalll,OOO-ton, l'Ph-knot vessel for the Genoa-Egypt line. 
This vessel was to be completed by 1929, when the fortnightly service 
was to be increased to 44 sai'lings annually, and the subsidy increased 
by 2,600,000 lire for 193~1, under the original terms of the contract. 

By aO'reement of May 24, 1930, approved by law of January 8, 
1931 (Gazetta Ufficiale No. 41, 1931), the itineraries have been 
modified as follows: 

1. Fast line to Egypt: Genoa-Naples-Syracuse-Alexandria and return, with 
optional stop at Marseille; 44 trips per year to be made weekly; normal speed, 
17% knots. 

2. Loop Line A: Genoa-Naples-Catania-Alexandria-Beirut-Tripoli-Istanbul
Naples-Ma"rseille-Genoa; trips to be made every two weeks; normal speed. 11 
knots on the Alexandria-Genoa section and 10 knots on the rest of the course. 

3. Loop Line B: Genoa-Naples-Messina or Catania-Istanbul-Beirut-Alexan
dria-Naples-Genoa; trips to be made every two weeks; normal speed, 11 knots 
on the Alexandria-Genoa section and 10 knots on the rest of the course. 

4. Tyrrhenia.n-Danube man line: Genoa-Naples-Catania-Istanbul-Sulina
Galatz-Braila-Sulina-Istanbul-Naples-Marseille-Genoa, with option of extending 
the route to Black Sea pOints instead of stopping at Sulina and Danube ports, 
p'rovided the total distance traversed annually is not decreased; trips to be 
made every two weeks; normal speed, 10 knots. 

5. Tyrrhenian-Black Sea commerci~,'" mau lin6: Genoa-Naples-Messina or Ca
tania-Istanbul-Odessa-Batum-Istanbul-Napies-Genoa; trips to be made every 
four weE'ks; normal speed, 9--10 knots. 

6. Tvrrhenian-Aegean commercial mail line: Genoa-Naples-Messina or Ca
tania -Piraeus-Salouiki-Smyrna-Candia (or Candia-Smyrna-Saloniki-Piraeus)
Naples-Genoa; trips to be made every 4 weeks; normal speed 9 knots. 

Genoa-Bombay 

Italian connections with India and the Far East are maintained 
through two contracts, respectively, from the west coast by the 
Societa di Navigazione Marittima Italiana of Genoa, operating a line 
between Genoa and Bombay, and from the east coast bv the Lloyd 
Triestino of Trieste, operatmg more extended services. • 

Both contracts to Bombay are on a 10-year basis and call for 
monthly sailings with 12-knot ships. The line from Genoa provides 
also for certain Sicilian services with its commercial lines from 
Marseille to Karachi, or Sicilian services with the subsidized line in 
case the commercial line is discontinued. 

Genoa to Austmlia 

An Australian service origin airy undertaken jointly by the Lloyd 
Sabaudo and the Navigazione Generale Italiana companies from 
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.Genoa to Australia and return for an annual subsidy of 2,680,000 lire 
each, fractionally reduced to 1,680,000 lire for the fifth year, was 
renewed for a 5-year period from J anuarv 1, 1931, for both companies 
at an annual subsidy of 3,500,000 lire each, based upon an allowance 
of 500,000 lire for each round voyage for 14 voyages annually. The 
,;ailings of each company are left to arrangement between the two 
contractors.9 • 

The main base of present Italian connections by sea with Egypt 
and the Far East is V enice-Trieste. The contractor is the Lloyd 
Triestino (formerly Austrian), which, under the new 10-year con
tract, is required to build in that time 50,000 gross tons of steamers, 
each of over 2,000 gross tons. 

As from January, 1929, the contract with the Government was re
newed for 10 years, with the agreement to make 24 voyages yearly to 
Calcutta, and 12 stops yearly at the port of Birmania (6 on the out
ward and 6 on the return journey) and to improve the speed. To 
carry out this agreement four motor ships of 8,000 tons, capable of 
developing a speed of 14.3 knots on trial and 13 knots at sea, were 
ordered by the company, the first to be delivered in October, 1930, 
!lnd the others to follow at short intervals. 

Under a revised agreement of April 4, 1931, the contracting 
company must maintain a weekly 17-knot mail steamer from Trieste, 
via Brindisi, to Alexandria, a. monthly 13-knot commercial service 
from. Trieste and Venice to India, a monthly 11-knot commercial 
;,ervice from Adriatic ports to Shanghai, and a fast passenger line 
from Trieste to Shanghai, with extension to Yokohama. Vessels to 
Shanghai require a sea speed of 12% to 13 knots, while vessels ter
minating at Yokohama are to have a sea speed of 16 to 17 knots. 

Besides these lines the company operates a 10-knot weekly line 
from the Adriatic to Istanbul (Constantinople), a weekly 12-knot 
~ine to Istanbul and thence into the Black Sea, alternating between 
Danube and Russian ports, and another fortnightly 10-knot line to 
the oil port of Batum!O 

In consideration of the additional services required of the con
l:ractor additional subsidies were authorized by Royal Decree Law 
No. 816 of June 18, 1931, as follows: Effective July 1, 1930, increases 
were 11,650,000 lire annually for the fiscal years 1930--31 to 1931)-36 
and 5,825,000 lire for 1936--37. This increases the original total an
nual authorization of 25,850,000 lire to an annual amount of 37,500,000 
lire until 1935--36. 

Around Africa 

A long step toward the extension of Italian influence throughout 
Africa was taken in 1926 by the award of a '.' useful ".subsidy contract 
for the circumnavigation of the whole A~rIcan con~ent. The.con
tract is for five years only and the route IS from Veruce and TrIeste, 
through the Suez Canal to'the Italian African colonies, on to Durban 

• Lloyd Sabaudo agreement, April 22, 1931. Navlgazlone Generaie Itallana agr.ee
ment May 22, 1931. Both agreements approved by royal decree laws on June 18, 1931. 

G~z~~~m~~f~~I"A~~e?rM~!~H: M. MitchelI, Rome, in !' report dst~d June 20. ~930, 
states that new freight and passenger vessels for the Triei!te·Shangh81. and the Tr!~ste
Bombay ruDS were to be placed in service, thereby iDcreas.lDjr the serVlce to 36 saJllDgs 
annually to Bombay and to 24 aaIlings annually to ShsnghBL 
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and Cape Town, and up the Atlantic coast to Walvis Bay, Las 
Palmas,and through the Strait of Gibraltar to Genoa and Naples 
and thence to Venice, the starting point. The route is 13,500 
nautical miles, and as nine voyages must be made each year this con
tract calls for an annual mileage of 122,000. The re<J.uired speed is 
11 knots when at least five cabin passengers are carned; otherwise 
10 knots. 

The contract also requires a service down the Atlantic coast of 
Africa. From Venice, Trieste, Genoa, and Naples, four round 
voyages a year are required through Gibraltar and down the Mrican 
coast, stopping at main ports to Libreville at the mouth of the Gabun 
River and up the Congo as far as Matadi in the Belgian Congo, a 
distance of 5,800 miles, and back by the same route to Venice, making 
the round voyage 11,600 miles, or a total yearly mileage of 46,400. 
The combined contract thus adds nearly 170,000 miles to the voyages 
of Italian subsidized ships on African routes.l1 

The contract is made with the Libera Triestina Co., which from a 
smaller Trieste organization before the war has grown to be an im
portant factor in Italian oversea trades. In 1930 its :fleet comprised 
12 steamers of 12 knots and over aggregating 71,252 gross tons and 
20 other steamers of 132,574 gross tons, all but 6 of the vessels having 
been built within the past 10 years. The contract, accordingly, 
d,oes not compel the immediate construction of new vessels. . 

North. America 

Even more striking than the 'round-Africa contracts is the obliga
tion assumed in 1926 by the Libera Triestina Co. to make nine round 
trans-Atlantic voyages to the Pacific coast of North America a year. 
With steamers of the same speed as its African lines, the company's 
contract calls for voyages from Venice, Trieste, Naples, and Genoa 
throu~h the Strait of Gibraltar and the Panama Canal to San 
FrancIsco and Vancouver and return to Venice, a distance for the 
round voyage of 20;000 miles, or 180,000 miles annually. 

The three contracts of the Libera Triestina (each of which is for 
five years) thus .involve an annual performance of 350,000 miles, 
for which the total subsidy in 1926-27 approximated 8,500,000 lire
about $1.05 ;J?er mile at average exchange for that fiscal year or $1.25 
at the stabihzed rate. 

The all-a·round-Africa line and the trans-Atlantic lines to Van
couver prescribe only nine voyages annually. Provision is made in 
them, however, for an increase of three voyages in each contract, so 
that monthly voyages may be made if the services prove of real 
utility to the nation. If these additional voyages are performed, the 
company is to receive a subsidy of 100,000 lire ($5,260) for each 
voyage, whether it be made on the trans-Atlantic round voyage of 
20,000 miles to Vancouver or the all-around-Africa route of about 
12,000 miles. 

U According to Consul Howard A.. Bowman, Trieste, Italy, May 3, 1930, the Libera Co. 
has concluded a new contract by which the service through Gibraltar to the Congo will 
~:r:~~~~e~h::~~~ C:rou~o~Mc~d t~~:a~~e~'fgUJlt,r~~a~UeJI Canal, making an opposite 
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South America 

A monthly service by 12-knot, 6,000-ton vessels from Genoa, Mar
seille, Barcelona, to Barbados, Central America, through the Panama 
Canal to Peruvian and Chilean ports, and return, originally under
taken under an agreement of July 5, 1926, by the Navigazione Gen
erale Italiana, was renewed under an agreement of May 22, 1931, 
approved by Royal Decree Law No. 819 on June 18, 1931. Under 
the terms of the new contract the N avigazione Generale Italiana 
agrees to provide a similar service with some elaboration for a sub
sidy of 500,000 lire per round voyage, or 6,000,000 lire ($315,600) 
annually. The contract is for a term of five years beginning July 
1,1929. 

The service to the east coast of South America calls for sailings 
by ll-knot, 4,000-ton vessels every two months from Genoa and 
Naples to Teneriffe, Bahia, Pernambuco, Para, and Manaos and re
turn. This service is undertaken under a 5-year contract by the 
Cosulich Co. 

North Sea 

The system of 1926 also provides a subsidized line beyond Gibral
tar from Fiume and Trieste to the North Sea ports, London, Rouen, 
Rotterdam, Antwerp, or H;amburg, which was not comprised in the 
1923 contracts. This 10-year contract is performed by the Adria 
Co., and is in addition to the routes which it maintains circum
navigating Italy and Sicily. The subsidy of 6,000,000 lire in 1923 
was mcreased to 6,900,000 lire in 1926--27, and the increase of 900,000 
lire was presumably for the 36 voyages to one or more of the North 
Sea ports named and return to Fiume. From Fiume to Hamburg 
the distance is 3,300 miles, and somewhat less to the other ports. 
The new contract accordingly' requires annual navigation of from 
200,000 to 225,000 miles. The speed required is only 9 knots.12 

CONSTRUCTION BOUNTIES UNDER 1926 LAW 

Italy and Belgium, alone among European powers, received rep
arations ton for ton for shipping destroyed by submarine warfare. 

Italy lost 218 steamers of 677,000 gross tons. When Italy en
tered the war 69 steamers of the Central Powers, aggregating 251,000 
gross tons, were seized in Italian ports, but, of these, 42 were lost 
or allotted to other powers. The treaty of St. Germain required 
Austria and Hungary to surrender all their property in merchant 
ships and fishing boats without regard to size; from this source, 
under awards of the Reparations Commission, Italy had received 
up to July, 1922, 213 steamers of 598,000 gross tons. 

EFFECT ON SBIPBUlLDING 

Italy is the only country which directly and immediately increased 
its shi'pbuilding facilities through the acquisition of steel-ship plants 
established before the war. Yugoslavia also acquired shipyards on 

'"ACCOrding to the S ... ndlnavian Shipping Gazette of Mar. 6, 1930, the subsidy gran~ed 
to the Adria Stesmshlll Co. has been increased by 3,250.000 lire, making In all a subsidy 
of 10,150,000 lire ($533,890 at stab11ized exchange) to that company. 
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the Adriatic,· but before the war Serbia had not been a maritime 
power. With their independence the Baltic States-Finland, Latvia, 
Estonia, and Lithuania-acquired jurisdiction over former small 
Russian yards within their boundaries. The Schichau plants, where 
many German naval and merchant ships were built, are just outside 
the limits of the Free City of Danzig. 

With the dissolution of the Austro-Hungarian Empire, Italy ac
quired the shipl;>uilding plants of Trieste and ~fonfalcone, whe~e. the 
Austro-Hungarlan Navy and most of the ships of the subSIdized' 
Lloyd-Austriaco were built. . 

Italy's shipbuilding capacity has more than doubled. The largest 
pre-war output of the Italian yards was 67,000 gross tons in 1900; 
Austro-Hungarian yards on the Adriatic built 62,000 gross tons in 
1913. By October, 1922, the shipyards under Italian jurisdiction 
were building 286,000 gross tons of merchant ships, of which about 
130,000 tons were building in Trieste and Monfalcone. 

Unlike the United States, the United Kingdom, France, Canada, 
and Australia, Italy did not use public funds to build a fleet of 
Government merchant ships; accordingly, the Government late in 
1922 had only 51 ex-enemy ships of 158,000 gross tons to be disposed 
of to lrivate shipowners, in addition to the pre-war Government 
fleet 0 22 steamers of 58,000 gross tons operated as ferries in connec
tion with the railroads.13 

POSTWAR SITUATION 

While the Italian Government was not confronted with the prob
lem of disposing of a Government merchant fleet built under pressure 
at war prices, it had to solve the situation created by high Government 
charter rates and shipbuilding bounties which led shipowners and 
shipbuilders to enter lIpon an extensive building program. Most of 
the pre-war shipping legislation of Italy had expired by limitation 
or Was soon to expire, and the Mussolini government in November, 
1922, was faced with the need of adjusting the entire maritime policy 
of Italy in consonance with the results of the war. 

Durmg the war period, as has been stated, the provisions of the 
law of 1911 were temporarily set aside by the De Nava and other 
decrees. Upon the taking of office by the Mussolini administration 
150,000,000 lire was appropriated to cover estimated expenditures 
under the law of 1911 for the three years ending in 1926, when the 
law would expire by its 15-:r.ear liinitation. This sum, it was thought, 
would provide for the bUlldinp: of 480,000 gross tons of shipping 
during the short period which tne 1911 law had still to run. 

Acquisition of the former Austrian yards at Trieste and Monfal
cone and the construction of new yards in Italy to meet war needs 
gave Italy 27 :yards with more than 100 ways by 1923. The Govern
ment appropriation was allocated with a view to preserving the 
strongest and most efficient of the yards, while the Mussolini plan 
reduced by half the 308,000,000 lire which the former administrations 
proposed to appl:y to clear the Government of its obligations to 
shipbuilders and Shipowners. . 

.. See footnote 6, p. 287. 
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BOUNTY PROVISIONS 

The revised Italian bounty.law of 1926, known as Royal! Decree 
La,,! No. 865, took effect until July, 1938, though modified in 1929. 
WhIle its scope is general, its application is restricted by the power 
vested in the Minister of Communications to determine what ships 
shall be entitled to its benefits within the limits fixed by annual 
appropriations. The law itself directs the minister to give prece
dence to ships building for the subsidized lines whose plans have 
been approved by him. He is authorized to deny the benefits of the 
law to any ship of which the hull is not 20 per cent compl'ete or for 
which the contract for propelling machinery has not been. placed 
within six months after he has approved the plans, if the ship is 
less than 6,000 gross tons; within 8 months if the ship is between 
6,000 and 8,000 tons, within 11 months if the ship is between 8,000 
and 12,000 gross tons, and within 14 months if the ship is over 
12 000 gross tons. 

The shipbuilding bounties are of two kinds---tariff bounties and 
construction, repair, and alteration bounties. 

TABIFJr BOUNT1E8 

The tariff bounties are designed for the benefit of Italian steel and 
metal manufacturers, to whom shipbuilders must pay higher prices 
for domestic shipbuilding materials. Under the law of 1926, an 
annual appropriation of 26,000,000 lire ($1,368,000 at stabilized ex
change) is authorized as a tariff bOlUlty unW July, 1938. A por
tion of the materials used may be imported free of duty. Thus, duty
free foreign materials for the construction of machinery up to a limit 
of 170 kilos (375 pounds) per indicated or shaft horsepower on steam 
engines or steam turbines and up to a limit of 200 kilos (441 pounds) 
per indicated horsepower on internal-combustion engines are allowed. 

On the remainder of metallic materials required and produced in 
Italy bounty allowances to builders are authorized, subject to modi
fication annually by the Minister of Communications, of 7.75 lire 
($0.41) per 100 kilos (220 pounds) for plates and shapes up to 50 
kilos per indicated horsepower, and 20 lire ($1.05) per 100 kilos on 
seamless steel tubing up to 10 kilos per indicated horsepower and on 
corrugated furnaces up to 5 kilos per indicated horse~ower. 

On boilers to furnish steam exclusively for auxilIary machinery 
and on spare or replac~ment parts for auxilia~i~, a bo~ty of 11 lire 
($0.58) per 100 kilos IS granted, and on auxiliary eqUIpment not a 
part of the propelling unit itself a. bounty of 12 lire ($0.63) per 100 
kilos. 

Materials for hulls are admitted free of duty up to 480 kilos (1,058 
pounds) per displacement ton for hulls on vessels of 100 displacement 
tons. and upward. On other ~aterials of Italian prQduc~ion a bounty 
of 7.75 lire ($0.41) per 100 kilos for plates and shapes IS allowed. 

OONBTBUunON BOUNTnS 

Construction bounties are based upon the gross tonnage of the 
ship, the lower of the propellin~ unit (measured by .~el. consump
tion), an the weight of the engmes, boilers, and auxilianes. 
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Bounties are allowed on hulls of 32 lire ($1.68 at stabilized ex
change) per gross ton on iron and steel hulls, and 20 lire ($0.58) per 
gross ton on reinforced concrete hullS, and 9 lire ($0.47) per gross 
ton on wooden sailing vessels and on decked tugs of a gross tonnage 
.not exceeding 150 or of not less than 90 horsepower. 

The fourth section of the law prescribes that steel hulls must be 
so constructed, on plans approved by the general staff of the navy, 
as to permit the installation of guns of a maximum of 6-inch (152-
millimeter) caliber for defense. For this purpose an annual appro
priation of 5,000,000 lire ($261,000 'at stabilized exchange) is 
authorized up to July, 1938. 

Power-plant efficiency is encouraged by the granting of bounties 
graduated according to efficiency as measured by fuel consumption 
per indicated horsepower hour. Taking as a base fuel oil of a 
density of not less than 0.890 at a temperature of 150 C., or coal 
consumption rates at one and one-third times the basic consumption 
for oil. the scale of bounties is as shown in Table 60. 

TABLE 60.-Ft7EL-EFFICIENCY SCALI: FOB SHIP POWEB·PLANT BOUNTIES UNDO 
LAw 01" 1926 

oll·mel consumption per Lh.p. hour I 

Between 100 and 800 grams (1.643 to 1.163 pounds) .•••..•.•.••..•.••...••...........• 
Between 650 and 700 gnuns (1.4a3 to 1.543 pounds) •••••••••••••••••••••••••••••.•••.. 
Between 600 and 650 gram. (1.322 to 1.4a3 pounds} .••.•..••........•.•...........•... 
Between 550 and 600 grams (1.212 to 1.322 pounds} •..••••••••.••••.••.•.•.•.•.•••••.• 
Between 500 and 5liO grams (1.102 to 1.212 pounds} .••.•.•...•...•.•.•••••..•..•. _ •.•• 
Botween 450 and 500 gram. (0.9\12 to 1.102 pounds} .•.•••.••••••••••••••••••.•.•.•.••• 
Between 400 and 4liO grams (0.882 to 0.9\12 pound} .•••..•..•.....•.•...•.•.•.•.•..•.•• 
Between 350 and 400 grams (0.772 to 0.882 pound) ••..•••••••.•••••.•••••••.•.•.•.•••• 
Between 300 and 350 grams (0.661 to o.m pound} .. _ •.•.•.•.•...•.•.••..•.•...•..•.•• 
Betw .... 250 and 300 grams (0.551 to 0.661 pound} .••••••••••••••••••.•••••.•••••••••• 
Between 200 and 250 grams (0.440 to 0.551 pound) .•••••.•.•.••.••••.••.....•.••.••••. 
Between 176 and 200 grams (0.386 to 0.440 pound)_ ••• _ •••••••••••••••••..•••••.•.••• 

·Not over 176 grams (0.386 pound) •••••••• _ ••••• _ ••••• __ •• _ ••••••••.•.•.•••••••••••.• 

I Multiply by I~ for coal mel. 
• Converted at the stabill%ed rata of to.0526 to the lira. 

BOUNTY APPROPRIATIONS UNDER 19Z6 LAW 

Constrnction bonn· 
typer Lh.p. 

16 
18 
20 
21 
22 
ZI 
24 
26 
2S 
30 
32 
34 
36 

Eqnivalent 
in United 

States 
currency' 

$0.84 
.95 

1.05 
1.10 
1.16 
1.21 
1.26 
1.37 
1.47 
1.68 
L68 
L79 
L89 

Appropriations for the various direct·aid provisions of the 1926 
law were as given in Table 61. 
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TABLIII 6L-ITALY'S CoNSTRUCTION-BOUNTY AUTHORIZATIONS UNDER LAw OF 1926 

Total annual appronria-
lion 1 -

Fiscal year 

Lire 

1926-27___________________________________________ 60,000,000 
1927-28________________________________________ __ 60, 000, 000 
1928-29________________________________ __________ 60, 000, 000 
1929-30__________________________________ ________ 60, 000, 000 
193Hl_____ ______________________________________ 57,000,000 
1931-32___________________________________________ 57,000,000 
1932-32_______ ____________ ______ __________________ 57, 000, 000 
1933-34_____ ______________________________________ 57,000,000 
1934-35__________________________________________ _ 54,000,000 
1935-36___________________________________________ 54,000,000 
1936-37_____________________ ________ ______________ 54,000,000 
1937-38..___________________ _______________________ 54, 000, 000 

Equivalent 
in United 
States cur-

rency' 

$2, 700, 000 
3, 156, 000 
3,156,000 
3, 156,000 
2,9I!8,000 
2,998, 000 
2, 998, 000 
2,9I!8,000 
2,840, 000 
2,840, 000 
2, 840, 000 
2,840, 000 

BuDding, 
repairing, 
etc., boun-

ties, lire 

Import
duty allow-

Dll:" 

34, 000, 000 26, 000, 000 
34, 000, 000 26, 000, 000 

~~=~I~~:~ 
31, 000, 000 26, 000, 000 
31, 000, 000 26, 000, 000 
31, 000, 000 26, 000, 000 
31, 000, 000 26, 000, 000 
28, 000, 000 26, 000, 000 
28, 000, 000 26, 000, 000 
28, 000, 000 26, 000, 000 
28, 000, 000 26, 000, 000 

1 Exclusive of a naval bounty of 5,000,000 lire ($263,000) per yoar, 
• Converted at $0,045 to the lira for 1926-27 and $0,0526 (stabilized rate) for remaining years, 

The actual direct-bounty provisions of this law may be summar
ized, for all practical purposes, as 32 lire ($1.68 at stabilized ex
change) per gross ton for steel hulls, 16 to 36 lire ($0.84 to $1.89) 
per indicated horsepower on the propelling unit, 110 lire ($5.79) 
per metric ton on auxiliary boilers, and 120 lire ($6.31) per metric 
ton for auxiliary machinery. 

MODIFICATIONS OF 1929 

As an illustration of the futility of attempting to determine fu
ture conditions as they may affect shipping and of the constant 
modification of law necessary, to meet new conditions, the changes 
made in the Italian construction-bounty law in 1929 may be cited. 
Exclusive of the war period} the Italian subsidy system has been 
subjected to no less than 14 changes of major scope in order to meet 
new developments since the enactment of the original law of 1866. 
On the whole, the ship-construction bounty system has been based 
upon the limited native coal and iron available in Italy and has been 
intended to equalize the cost differentials arising in essential basic 
materials which the country lacks. 

THE SPEED FACTOB 

Decree No. 1176, published in the Gazzetta Vfficiale of July 23, 
1929, developed a new factor in the Italian system-that of speed. 
While leaving 'undisturbed the scientific base upon which the 1926 
law rests the new decree provided for additional construction boun
ties unde~ a graduated scale accor4ing to th.e spee~ of. the ship .. ~he 
various elements that ,now enter mto consIderatIOn m determmmg 
the extent of subsidies are size of ship, economy of power develop-
ment, weight of materia!s, and speed. . 

The new decree provIdes for 14 ,gradatIOns of speed. The rate' 
of bounty granted to ships legally entitled to qualify ~or construc
tion~bounty provisions is payable on a percentage baslS, such per-
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cent age being applicable to the three factors laid down by decree 
No. 865 of May 16, 1926, a flat rate of 32 lire per gross ton on the 
hull, 16 to 36 lire per horsepower on the main power plant, and 
120 lire per metric ton weight on auxiliary machinery. 

The bounty-earning speed of any ship under the new provisions 
is to be determined upon the basis of average speed developed dur
ing a 9-hour trial run with the vessel immersed to a line half way 
between the water line and full-load line, the ship in all respects 
to be fully equipped and seaworthy. Fuel-consumption efficIency 
tests will be made during the last three hours of the trial run in 
order to determine the rate upon which basic bounties will be 
established. 

Increase, per cent 
. of 1926 bounty 

Between 14 and 15 knots__________________________________ 30 
Between 15 and 16 knots__________________________________ 35 
Between 16 and 17 knots _________ ~________________________ 40 
Between 17 and 18 knots__________________________________ 45 
Between 18 and 19 knots _____________________ ~___________ 50 
Between 19 and 20 knots__________________________________ 56 
Between 20 and 21 knots_________________________________ 63 
Between 21 and 22 knots__________________________________ 72 
Between 22 and 23 knots__________________________________ 82 
Between 23 and 24 knots_________________________________ 95 
Between 24 and 25 knots _____________________________ .: ____ U5 
Between 25 and 26 knots _________________________________ '- 135 
Between 26 and 27 knots_________________________________ 180 
27 knots__________________________________________________ 235 

Another bounty provision is based upon boilers used exclusively 
to supply steam to auxiliaries, on which a manufacturing subsidy 
of 11 lire per 100 kilos is effective; arid on auxiliary equipment 
not a part of the main propelling unit, on which the bounty is 12 
lire per 100 kilos. This amounts to $5.78 per ton on such boiler 
equipment and to $6.31 per ton as a direct bounty allowance on the 
manufacture of auxiliaries, and is designed to offset extra material 
costs and to encourage the construction of such units in Italy in 
place of purchasing them outright in foreign markets. The sum 
of these bounties will vary widely with the equipment of the vessel. 

EFFECT OF SPEED BOUNTIES 

Technical articles appearing in the Marina Italiana, of Genoa, 
are authority for the following calculations of the effect on con
struction costs of the new speed bounties. Taking the construc
tion cost of a 10-knot cargo ship as 100, the construction cost of a 
I6-knot vessel of the same class is stated as 200, or double the cost 
of the lO-knot vessel. Due to the increased bounty for increased 
speed, the actual cost of the 16-knot ship as compared with the cost 
of the 10-knot ship is 194.85. The influence of the extra bounty 
will reduce the extra cost by 5.85 per cent. 
If the cost of a 20-knot passenger ship is taken as a base, or 100, 

the cost of a 27-knot ship will be 177. Due to reduction caused by 
I the extra bounty the actual cost will be 152.62. The influence of 
the extra bounty in this case will reduce the extra cost by 27.5 per 
cent. 
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It is thus apparent that while· the new bounty provisions will 
have no effect on cOnstruction bounties received by vessels of 9 to 
13 knots speed, and while the effect from 14 to 19 knots will be 
relatively small, the full force of the 1929 increases will become 
manifest in the construction of large, high-speed passenger liners. 

EXAMPIJ!lS OF APPLICATION OF 1929 DECREE 

Taking as an example a motor or steam driven combination pas
senger-and-cargo vessel of approximately 15,000 gross tons, of ap
proximately 10,000 dead-weight capacity, of 10,000 to 13,000 in
dicated or shaft horsepower, a passenger capacity of 200 to 300, 
and a speed of 15 to 16 knots, the following will be the probable 
results in construction bounties: 

The basic gross-ton bounty rate is 32 lire ($1.68). The modified 
law provides that at a speed of 16 knots the construction bounty 
shall be increased by 40 per cent of the basic rate. The result, there
fore, will be a formula of 32 (lire) X15,000 (gross tons) X1.40 
(basis rate + increase) =672,000 lire, or $35,350. 

On the power plant the results will vary with the fuel-consump
tion rate. Assume that the fuel efficiency of the power plant is slightly 
above 1 pound of oil per horsepower-hour. It will then be classified 
in the range of 500 to 549 grams per indicated horsepower-hour, 
which will entitle the propelling unit to bounties of 22 lire ($1.16) 
per horsepower. If the total power be taken as 13,000, the result 
will be 286,000 lire, or $15,043, which, increased by 40 per cent, will 
amount to 400,400 lire, or $21,060. Thus a total of upwards of $60,000 
may accrue. to th!l vessel as a construction bounty on hull and main 
propelling unit. 

Since almost coincidentally with the promUlgation of the new 
law unofficial announcement was made of the intention to construct 
two large, fast passenger vessels in Italy for operation in the North 
Atlantic trade, the effect of the law on vessels of the Bremen type 
will illustrate its probable workings for vessels in that category. 

According to Ltoyd's Register, the gross tonnage of the Bremen 
is 51,656. While the guaranteed or contract speed of the vessel was 
26.25 knots, it is rated at 26 knots, next to the highest speed recognized 
by the new Italian law. Thus, in addition to the basic rate of 32 lire 
per gross ton, such a vessel would be entitled to an additional ton
na~ bounty of 180 'per cent of the basic rate; 51,656 gross tons 
would result in a basIC bounty of about $87,000, which increased by 
180 per cent, or $156,600, will result in a total hull bounty of $243,600. 

The power plant of the Bremen is rated at 106,000 shaft horse- . 
power at normal speed. The fuel efficiency is reported as 0.31 kilo 
(0.683 pound) of oil per shaft horsepower-hour for all. purposes, 
including ship service plant. While this is not a true figure for the 
propelling unit alone, it will serve to establish the power-plant 
bounty rate upon the scale of 300 to 349 gralllS of fuel per horsepower
hour according to the Italian scale, or 28 lire ($1.47) per horsepower, 
resulting in $156,000 as the basic power-plant bounty. This increased 
by 180 per cent, or $280,000, would result in a total of more than 
$430,000 for the main propelling unit. 

The huH of a vessel comparable with the Bremen will include 
approximately 22,000 tons in the plates, frames, angles, rivets, etc. 
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Under the basic Italian construction bounty law of 1926 480 kilos 
(1,046 pounds) are allowed free entry as hull material for each 
gross ton. This will account for about one-half of the weight of 
material. On the remainder manufactured in ItalYl a bounty of 
about $4.07 per metric ton is allowed. Accordingly, this will amount 
to approximately $45,000. 

STATE SHIPPING EXPENDITURES UNDER FASCIST! GOVERNMENT 

Table 62 gives the authorized expenditures, for both contract 
services and construction bounties, for the period 1925-26 to 1946-47 
under the original provisions of the 1926 law and contracts, and 
includes certain increases authorized by Royal Decree Law No. 3103, 
of December 31, 1928, but does not include subsequent increases 
allowed under renewals of short-term contracts or extension of 
services since then. The increases under Royal Decree Law No. 3103 
referred to above are shown separately in Table. 58, page 292, and 
cover, as stated. increases for" indispensable" services. 



TABLm 62.-ITALY'S CONTRACT SUBSIDIES AND CONSTRUCTION BOUNTIES UNDER REORGANIZED SYSTEM 011' 1926 

Totol autborlzatlon Contract &en'lces Construotlon bounties 

FisOBI :yaor 
E'b~~~l~ln ~~~:~,Pl~~~ 

"Useful," uUseCUl," Total contraot Tarl1fboun· Construotlon NBvalboun'l Total construe-Lire IO-:yaor con. 3-:yearoon. BPpro8~~atlon, tl .. ,lIr. bOUDtles, IIr. t:y,lIr. t10DtI~~~rr~r\a. reno:y I traots,lIr. tracts,lIr. 

1~26 ................ 95, 946, 600 t3. 741, 876 62, 792, 600 24, 328, 000 8,828,000 95,946,600 (I) (I) 6,~000 I (I) 
1926-27 ................ 200, 663, 250 11,729,850 128, 083, 077 48,650,000 18,930, 173 196,663,260 84,000,000 26,000,000 . 66, 000, 000 
1927-28 ................ 205,682, 600 13,074, 900 131,620. 000 49,960,000 19,112, 600 200,682, 500 84,000,000 20.000,000 g:g~ggg 65,000,000 
1928-29 ................ 271, 044, 800 14,288,500 135, 405, 000 81,260,000 19,980,500 206, 644, 500 34,000,000 20,000.000 65,000,000 
1921H10 ................ 289, 786, 082 15, 240, 116 163, 496, 682 61,260.000 19,989,600 224. 736, 082 34,000,000 26,000,000 6,000,000 65,000,000 
193G-31 ................ 284,032, 890 14,942, 760 159, 163, 390 61,250,000 11,669,600 222, 082, 890 81,000,000 20,000,000 6,000,000 62,000,000 
1981-82 ................ 273,967,278 14,410, 150 189,032, 828 61,250,000 1,074. 760 211, 957, 278 31,000, 000 20,000,000 5,000,000 62,000,000 
19a:l-88 ................ 209, 486, 000 14, 174, 916 166,235,000 61,250,000 .-----_ ... _ .... -... 207, 485, 000 81,000,000 20,000,000 5,000,000 62, 000,000 
19_ ................ 209,485, 000 14,174, 916 166,235,000 61,260,000 .. ...... - ...... _-_ ...... 207, 486, 000 31,000,000 20,000,000 5,000,000 62, 000,000 
1984-86 ................ 266, 486, 000 14,017,116 166, 235, 000 51,250,000 ..-------_ .... -- .. 207, 486, 000 28,000,000 26,000,000 6,000,000 69,000,000 
1935-30 ................ 203,035, 000 13,807,200 156, 235, 000 48,400,000 .-.. - .. --- .. -........ 204, 635, 000 28,000,000 26,000,000 6,000,000 59,000,000 
lU3G-37 ................ 238,010. 000 12, 619, 325 166,235,000 22, 778, 000 -- ................... -- 179,010,000 28,000,000 20,000,000 5,000,000 59.000,000 
1987-88 ................ 215,235,000 11,821,800 166, 235, 000 .. .. _- ......... _-_ ........ .................. _---- 166, 236, 000 28,000,000 26,000,000 5, 000, 000 59,000,000 
1988-89 ................ 166, 235, 000 8, 217, 900 186,235,000 .................... __ .. __ .. .---.. ---- .... --- 166, 236, 000 .. ---- ...... ---_ ........ , ....... _---- .......... _ .. -_ ... -.................. . ..... _- ... __ ... -.... 
19aHO ................ 166, 235, 000 8,217,960 166, 235, 000 ...... __ ._ .. _ .. _ .... --- _ .. _ .. __ ........... __ .. 166, 236, 000 - .. - .. - ..... _----_ .. _ .. -_ ...... -.............. _ .. .. .. _- ........ _-_ ...... --- .. ---_ .. _ ...... _--
1940-41 ................ 166, 235, 000 8, 217, 960 166, 236, 000 .. .... _-----_ ...... _-- -_ .. _-_ .. _-_ .. _-- 166, 236, 000 ----_ .. _ .. _-_ .. _--- ---------------- .. _-- .... -------- ----- .. _---_ .. _ ...... 
1941-42 ................ 166, 235, 000 8,217,960 166,235, 000 . .. _ .. _----_ ......... -.. .... _------_ .. _-- 166, 235, 000 ...... __ .. _ ...... _-_ ...... .. _-----_ .. _----- .. .... - .. _ .. --- .. -_ .. - ----_ .... _ .... _-----
194:1-48 ................ 166, 235, 000 8,217,960 166, 286, 000 _ ...... __ ........ _ .. _-_ .. ..----------.. - .. 166, 235, 000 ---_ ...... _- ...... ---- ---_ .... _ ........ _--- .. .. _ .. _ ...... -........ _ .. .... - .. __ .................. -
1948-44 ................ 166,235, 000 8,217,900 156, 235, 000 .. ........ _ .... _ ...... _ ...... .. -...... _---- ........ 166, 235, 000 ..- .... --- ........ _ ...... - .... _ .... - .. -- .............. _ .......... -...... _--- -_ .... __ .. _--- .......... 
1944-46 ................ 166,235, 000 8,217,960 166, 236, 000 ...................... -.... -- .. .... _ .. _- ........ _ ... 166,236,000 --_ .... _---_ ............ .. _ ........ __ ...... __ ...... -_ .. _- .......... _ .. _- .............. -- ............ -
19411-46 ................ 141,080,000 7,419,765 141,000,000 _ .. __ .... __ .... _-- .. - .. .. .... -----_ .... _ ... 141,000,000 --_ .. _ ........ _ ........ _- .._ ........ _ .................. .......... _ .. _-_ ........ .. _ ........ __ .. _--_ .. _-
1946-47 ............. __ • 62, 942, 500 3,810,776 62,942,500 .. __ .... _ ............ _ .... - .._ .. _ .. _---_ ...... - 62, 942. 600 _ .. _ .... _-----_ .... - .. ...... _- .... _-_ .. __ ...... .._ .... _-_ .. _-_ ...... - ........ _-_ ........ _- .. -

Totol ........... 4,661,694, 500 236,669, 230 8, 164. 650, 677 652.850,000 100,193,923 8, 817, 694, 600 372, 000, 000 312,000,000 60,000,000 744, 000, 000 
.. _----- .. --_ .... - _ .... _ .......... _ ........ (I $164, 633, 210) (I $28, 379, 360) (I $6, 006, 270) (I $198,018,830) (I $19, 808, 800) (I $16, 213, 600) (I $3, 118, 000) (I S88, 640. 400) 
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ITALIAN MARITIME CREDIT 

Since 1915 Italian shipping finance has undergone several changes, 
based primarily upon the lack of capital caused by the war. The 
withdrawal of German and other capital that was invested in Italian 
enterprises before the W orId 1Yar caused such a financial stringency 
that the Government in 1914 was compelled to establiSh a consortium 
of Italian banks to supply credits to support important national 
industries for short periods. The consortium was not at first author
ized to deal in maritime credits. 

MARITIME-CREDIT PLAN OF 1916 

In the autumn of 1916 it became necessary for the first time for 
Italy to supply credits (other than mortgage or lieJ?) to Italian 
shipowners and shipbuilders' to meet urgent national needs for the 
.importation of food, coal, and sup~lies and to help make good the 
SUbmarine destruction of Italian ShIpS. 

Two sources of credit were created almost simultaneously. The 
first of these was a private company with a capital of 100,000,000 
lire known as the Italian Institute of Maritime Credit-not to be 
confused with the Maritime Credit Institute discussed on page 312-
organized September 13, 1916, by four of the principal shipping com
panies (Navlgazione Generale Italiana, La Veloce, Lloyd Sabaudo, 

. and Italia) and several others, for the purpose of extending loans 
to the steamship companies contributing to the credit company, which 
operated through the Banca Commerciale. The loans were to be 
guaranteed by the pledge of stock, bonds, and debentures of the ship
ping compames, and for a time the organization operated on a large 
scale within the limited circle to which its benefits were confined. 

The second source of credit was provided by a decree of November 
5, 1916, by which the Italian Government authorized the consortium 
of Italian banks that had been organized in 1914 to extend its opera
tions so as to offer maritime credits. This measure proved insuffi
cient under the conditions imposed by the decree, which limited such 
credits to increases in the merchant fleet· (almost wholly new ships) 
and provided that an advance could not exceed 50 per cent of the 
value of the ship and that the total advances could not exceed 50,000-
000 lire ($7,500,000 at $0.15 to the lira, the rate then current). 
Immediately it became apparent that this project was inadequate 
at a time when the costs of ship construction and operation were 
increasing heavily, and the Government proposed, but did not carry 
out, a new measure for ship mortgages and suspended the power 
of the consortium of Italian banks to issue maritime credits-a power 
that was later restored. 

LOANS AGAINST GOVERNMENT SUBSIDIES 

With the advent of the Mussolini administration the subject of 
maritime credits was taken up along with the revision of the whole 
system of subsidized Italian lines and shipbuilding bounties. By 
the decree of October 30, 1924, the Government authorized the 
owners of subsidized lines to contract loans not to exceed 40 per 
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cent of the subsidy guaranteed by the State. A part of the subsidy 
prescribed to guarantee these obligations .hadto be assigned to the 
Government fund of deposits and loans. 

The decree of 1924 was modified by the decree of May 24, 1926, 
when the Government had rearranged the whole system of sub
sidized Italian ,steamship lines. This decree authorized the sub
sidized steamship lines to cede to financial organizations a part of 
the Government subsidy in order that the steamship lines could 
meet the expenses involved exclusively in the construction of new 
ships for their subsidized routes. The cession, however, could not 
exceed, during the first five years, 40 per cent of the subsidy due at 
the time, or three-fourths of the value of the ships pledged as 
security for the advance, or four times the paid-up capital. Within 
these limits the cession could equal three times the capital stock. 
The steamship companies had to pledge the ships they owned as a 
guaranty to the Government for the amount of the cession. 

Even this decree proved inadequate in view of the cost of·the ships 
in Italy, and to enable shipowners to obtain funds the decree of Feb
ruary 10, 1927, was issued, which increased to 60 per cent the amount 
of the Government subsidy which the steamship lines could cede to 
financial organizations supplying money for shipbuilding, and the 
other limits were fixed at foul'l times the paid-up capital and three
fourths of the value of the ships pledged as security. The loans for 
" indispensable" steamship routes had to be repaid in 20 years and 
those for the" useful" routes in 10 years. . 

In 1926 Italy had begun an intenSIve campaign for monetary defla
tion, which made such heavy demands on Italian financial organiza
tions that they could not supply the funds for the long-time loans 
needed by the steamship companies. 

AMERICAN AND BRITISI:I BANKING CONSORTIUM 

The Italian subsidized lines were hard pressed for funds. with 
which to build the new ships required under the revised subsidy sys
tem. (See p. 293.) Various plans were froposed and abandoned, 
when, about a. year after the rati!jca.tion 0 the debt settlement with 
Italy by the United States Congress, the Italian Governmen~ nego
tiated a loan in London and New York through the ConsortIUm of 
Credits for Public Works. The loan was arranged March 22, 1927; 
£1,600,000 was pla.ced in London and $12,000,000 in New York. The 
bonds are of two series, $7,500,000 payable in 10 years and $12,500,000 
in 20 years. . 

. As sta.ted, on the part of It~ly the loan w~s n~gotiated ~y the Con
sortium of Credits for Pubhc Works,. whIch IS responSIble to the 
British and American syndicates advancing t~e credits. The steam
shi.p compa.nies have guarant:eed to the cons<?rtI.nm the payment, from 
theIr subsidies to meet the mterest and prmClpal of the New York 
and London syndicates, of the amounts shown in Table 63, with 
interest at 7 per ce?t. 
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TABLE 63.--GUWNTIES TO ITALIAN CREDIT CONSORTIUM BY SUBSIDIZED SHIPPING 
COMPANIES TO COVER NEW YORK AND LONDON 7 Pm CENT LOAN OJ{' 1927 

.Amount of guaranty 

Company 
Lire 

Equiva· 
lent in 
United 
States 

currency I 

~::"fa~J~:e~~~~_~~~~:::::::::::::::::::::::::::::::::::: n~ =: ~~ $~ = m 
Socleta Anon. Industrie Marittime, AnCODS___________________________________ 4.443,315 233,718 

~'::~IA~~Gen08::::::::::::::::::::::::::::::::::::::::::::::::::::: a:: ~t:~ I, ~~ ~~ 
Societa Navigazlone TOSceDS, Leghorn________________________________________ 4,903, 403 257,918 
Socleta Partenopea. Naples___________________________________________________ 6.533, 60Ii 343,662 
Societe La Meridionale, Palermo_____________________________________________ .. 352,442 228, 938 
Societe !stria. Trleste_________________________________________________________ 2.181,745 ]14.760 Societe Zaratina. Zar8_. _______________ ._______________________________________ 2, 181. 745 114.760 
Societe Italiana di Servi.1 Marittimi, Rome. __ • ____ • ____________________ ._____ 43, 113, 427 2, 267. 766 
Societe Lloyd Trlestino, Trleste..______________________________________________ 90, 147.107· .. 741, 739 
SocIet& Adria, Flume ___________________________ • _____ • _______ • ___ • _________ ._1_2_1,;...4_97.;.... 865_

I
_I,-=-.lao,..:.....788_ 

Total ______________________ • __________ • _____ •• __ •• _ ••••• _ •• __ ._ ••••• __ •• 439.710,477 23, 128, m 

I Converted at the stabiliud rate of $0.0526 to the lira. 

MARITIME CREDIT INSTITUTE 

On July 5, 1928, further official measures were taken in respect 
of· maritime credits. 'the first of these consisted of a. modification 
of the Commercial Code, by which maritime-mortgage procedure 
was liberalized, as likewise were certain judicial fees and practices. 
The full text of the change in the Commercial Code was published 
in the Gazzetta Ufficiale of August 13, 1928. 

The second provision consisted in the creation of a. maritime
credit institute. This was done by Royal Decree Law No. 1817 of 
July 5( 1928, published in the Gazzetta Ufficiale of August 13, 1928. 
A minISterial decree of January 29, 1929, published in the Gazzetta 
Ufficiale of February 2, 1929, approved the by-laws in respect of 
the constitution, capital, operations, and general administration of 
the institute. 

The institute is an interesting example of the joint employment of 
semiofficial and private funds under governmental regulation. Its 
purpose is to make loans within the limits prescribed by the law 
of July 5.' 1928, to private enterprises of Italian nationality en
gaged In Shipping, with a view to augmenting the national merchant 
marine and increasing maritime traffic. The institute is placed 
under the joint surveillance of the Minister of Communications, the 
Minister of Finance, and the Minister of National Economy. 

The capital of the institute is 100,000,000 lire ($5,260,000 at sta
bilized exchange), which may be increased in accordance with pro
visions of the statute. The original capital was subscribed by: 

LIre 
Cassn depositi e prestiti (DepOSit and Loan Institute) ___________ 32,000,000 
Cassa invalid! per la marina mercantile (Invalid Foundation [Pen-

sion Fund] for the Merchant Marine) ________________________ 20,000,000 
Cassa nllZionale assicurazloni sociali (National Foundation for Social Insurance) ____________________________________________ 10,000,000 
Banco dl Sicilia (Bank of Sicily) _______________________________ 10, 000, 000 
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Banco di Napoli (Bank of Naples) __________ :.. ___________ . ______ _ 
Instituto nazionale assicurazioni (National Insurance Institute) __ _ 
Instituto di credito delle casse di risparmio ltaliane (Credit Insti-

tute of the Savings Bank of Italy) __________________________ _ 
Cassa di risparmio di Genova (Savings Bank of Genoa) ________ _ 
Cassa di risparmio di Palermo (Savings Bank of Palermo) ______ _ 
Cassa di rlsparmio di Trieste (Savings Bank of Trieste) _________ _ 
Cassa di risparmio di Venezia (Savings Bank of Venice) __ .'.. _____ _ 
Assicurazioni generali (General Insurance) ____________________ _ 
Riunione Adriatica di Sicurta, (Adriatic Assurance Union) ______ _ 
SocietA di assicurazioni, gia Mutua marittima nazionale (Insurance 

Association, formerly National Maritime Loans) ______________ _ 
" ItaUa" SocietA di assicurazioni marittime, fluvial e terrestrl 

(" ItaUa" Maritime, River, and Land Insurance Co.) _________ _ 
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LIre 

10,000,000 
5,000,000 

2,000,000 
2,000,000 
2,000,000 
2,000,000 
2,000,000 
1,000,000 
1,000,000 

500,000 

500,000 
Total _______________________ ~ __________________________ 100,000,000 

The home office of the institute is in Rome. The institute may 
advance loans not to exceed 60 per cent of the market value of the 
vessel offered as security. Such loans may be made in Italian legal 
tender, in credits through one or more credit institutions, or in for
eign currency. The vessel upon which a loan is advanced must be 
the property of the borrower and free of encumbrances. Addit.ional 
security is provided by a special insurance policy, distinct from the 
regular marine policy, in favor of the institute and carrying guaran
ties covering the amount.s loaned. The special insurance policy is 
effective only in respect of the interests of the institute. Establish
ment of the market value, upon which the extent of the loan is based, 
is intrusted to competent technical experts of the institute, who must 
also be able to evaluate the vessels for the Italian marine and aero
nautical registers. 

The institute is authorized to issue bonds in connection with loan 
operations, payable upon maturity of the loans or in special series. 
The total bond issues can not exCeed ten times the subscribed capital, 
are valid for all purposes as corporation bonds, may be quoted on the 
bourse, may be used by the institute in operations in futures, and may 
be accepted as bond deposits required by public administrations. 

GOVERNMENT CONTRmUTIoN OF INTEREST 

The direct-Government-aid feature of the Maritime Credit Insti
tute is contained in the provisions covering contribution by the Min
ister of Communications of a certain part of the interest charges on 
loans. The prinCipal provisions· are: (a) Contribution of 1 per cent 
per annum of the interest charge on outstanding obligations covering 
vessels purchased from foreign countries;. (b) contribution· of 2~ 
per cent of the interest charge on vessels bUilt In Italy. Such contrI
butions are to be determined upon an amortization plan based upon 
equal annual payments for the period of the loan; no contribution of 
interest may be accorded for a greater period than 1.5 years.; and the 
contribution ceases upon transfer of ~ vessel to foreIgn re~stry. 

Contribution of interest is not available to (a) vessels In contract 
service, (b) vessels to be ente~ed in contract seIYlCe, (c) vessels to be 
constructed in accordance WIth contract reqUirements ~or contract 
service, (d) pleasure craft, or (e) vessels to be used offiCIally by the 
Government. 

85083--32--22 
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Loan operations of the institute' are· iinrlted to 400,000,000 lire 
($20,920,000) for 1928-29; to 300,000,000 lire ($15,690,000) for 1929. 
30, and to 300,000,000 lire ($15,690,000) for 193()....0.31. .AJJ.y balance 
accruing between the total amount authorized for a year and the 
actual amount of loans advanced may be carried forward and added 
to the operations of the following year. The Minister of Communi
cations is authorized to set aside a capital fund of 50,000,000 lire 
($2,600,000) from unexpended balances of funds authorized for con
struction bounties under the law of 1926, the law of February 1, 
1923, and the law of July 13, 1911, from which to pay interest con-
tributions for the three fiscal periods above stated. 0 

The consortium of banks, previously referred to as organized in 
1914 and authorized to extend maritime credits in 1916, was again 
admitted into maritime-credit operations by a royal decree law of 
October 4, 1928, subject to the regulations of the law.of July 5, 1928. 
By the regulations covering the latter law, the Minister of Communi
cations and the Minister of Finance may extend the interest-contri
bution provision to maritime operations of the consortium after May 
1, 1928, under certain restrictions laid down by the institute and upon 
compliance with the mortgage provisions of the 1928 act. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The coasting trade of Italy has long been reserved for vessels fly
ing the Italian flag. In view of the extensive coastline of Italy and 
the many populous cities located near the sea, the coasting trade was 
important, and its monopolization was therefore a valuable privilege. 

The coasting trade of the nation proper is regulated by Law No. 
355 of July 11, 1904, which restricts trade along the Italian coast, 
roads, and shores and the intraport trade to ves.sels of Italian na
tionality except where special treaties or conventions dispose other
wise. Trade between ports of the nation proper and those of the 
colonies is not restricted to Italian vessels although tile contract 
~ervice system effectively provides for carriage of this trade in 
Italian bottoms. 

There are no regulations which govern the coasting trade between 
ports within the respective boundaries of Italian colonies except in 
the case of Tripolitania and Cyrenaica .. Article 142 of the Mer
cantile Marine Code for Tripolitania and Cyrenaica, approved by 
royal decree No. 902, of June 22, 1913, restrIcts the transportation 
of merchandise from one port to another of the colony to Italian 
ships exce:{>t where special treaties or conventions dispo.se otherwise. 

No restrIctions have been established on the transportation of mer
chandise and passengers between ports of one colony and ports of 
another colony. 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Under the Italian customs tariff now in force free admission is 
granted to foreign-built merchant vessels and to dredges and decked 
tugs. Pleasure craft and ships for the Royal Navy pay an ad 
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valorem duty of 15 per-~nt'upOt:iimportation; and undecked tugs 
and vessels for navigation by towing, or for use within harbors, 
roadsteads, lakes, lagoons, rivers, canals, and navigable waterways 
are assessed 10 per cent ad valorem. 

Foreign materials required for construction or repair of- iron 
or steel commercial or war vessels or floating equipment for foreign 
account, engines and boilers used in the construction of such vessels, 
as well as engines and boilers for foreign account, were temporarily 
admitted duty free by a law of 1911. Free entry of materials or 
machinery used in repair or alteration of vessels owned by foreign 
governments was limited to 40 lire ($7.72) per gross ton. In lieu 
of other customs and construction bounties Italian shipbuilders could 
claim temporary free admission of foreign materials for vessels 
ordered by Italians. In the case of warships for the Italian Govern
ment, duties on foreign materials were accounted for in the price of 
the vessel. A bounty of 5 lire ($0.965) per 100 kilos was granted 
on metallic materials used in repairs mad~ in Italian shipyards 
on hulls and machinery, both domestic and foreign. 

Under a drawback regulation issued January 28,1914, temporary 
free importation was granted to "naval equipments, machines, 
boilers, and auxiliary apparatus, or their parts, on board of ships 
anchored in the harbor, which are intended to be repaired." 

INCOME TAX 

NEW VESSELS 

Under article 8 of the law of 1926 merchant vessels entitled· to 
its bounty provisions were to have the additional privilege of exemp
tion from taxes on revenues earned by the vessel during the first five 
years of actual service. Vessels launched but not completed when 
that law terminates will be entitled to income-tax exemptions pro
vided they enter active operation within 8 months from date of 
launching if they are cargo or sailing vessels, within 12 months if 
they are mixed or passenger vessels of not over 20,000 gross tons, 
and within 15 months from date of launching if they are passenger 
vessels of more than 20,000 gross tons. . 

To be entitled to income-tax exemption eligible vessels must be 
entered under the highest class of the Registro Italiano and must 
remain under the Italian flag for at least five years after their en
trance into active operation. Likewise such vessel must conform 
to the provisions of article 4 in respect of installation of gun plat
forms. 

Decree No. 1176, published July 23,1929, extends exemptions from 
income taxes on earnings for five y~ars mo!e, thus making a ~otal of 
10 years as the income-tax exemptIOn perIod for vessels entItled to 
construction bounties. 

GENERAL SHIPPING PBOFITS 

Income-tax exemptions may result in effective aid. The rates of 
category B, the classification covering commercial net revenues, 
which were 18 per cent in 1925, were reduced to 16 per cent on J an

i uary 1, 1927, and to 14 per cent on January 1, 1929.1< 

: .. Carroll, Mitchell B. : Taxation of BoBinesa in Italy, p. 27; issoed as Trade Promotion 
Series No. 82, by the Boreao of Foreign and DomesUc Commerce, Washington. 
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Because of the increasing shipping competition of Greece and 
Yugoslavia, the Italian Government has allowed shipowners a 
greater latitude in the assessment of profits by applying a formula 
accepted by the Italian Shipowners' Federation, Vice Consul How
ard A. Bowman, Trieste, reported in February, 1929. Instead of be
ing determined at 14 per cent on the profits, taxation is assured auto
matically at this rate upon an assumed profit of 20 lire ($1.05) per 
gross register ton per annum. 

OTHER TAX-B\!lLJEI!' ITEMS 

In fixing the amounts of net taxable income the item of deprecia
tion for maritime and rail transport has not been fixed.lI In prin
ciple, reductions on machinery depend upon its life. In general the 
rates are 5 per cent for hydraUlic machinery and 8 per cent for steam 
or electrical machinery. 

Companies and private firms with their principal seat in Italy and 
separately managed branches abroad or in Italian colonies havin~ II 
tax system are not subject to tax in Italy on the profits derived oy 
the branch nor on the salaries paid to employees in the latter (decree 
No. 1463 of AU!rust 12, 1927), provided they submit to the tax author
ities regularly ~ept accounts and other documents necessary to prove 
the separate source of the income. Evidence of the tax paid abroad 
on the income of the branch is acceptable.18 . 

Several double-taxation treaties have been negotiated by Italy. 
Reciprocal exemption of shipping profits as between Italy and the 
United States was effected by means of decree No. 340 of March 4, 
1926, which corresponds to section 213 (b) (8) of the United States 
revenue acll, 1926. The same exemption is offered by Italy to the 
shipping enterprises of all countries, on condition of reciprocity, by 
Decree Law No. 587 of May 7, 1925. 

PREFERENTIAL RAILWAY RATES 

No preferential railroad rates on goods for export on vessels flying 
the Italian flag are granted by the Italian railways, all of which are 
owned by the State. 

REFUND OF CANAL DUES 

The Societa Nazionale di Servizi Marittimi received a refund of 
the Corinth Canal dues paid by its vessels, in return for a reduction 
in freight rates on wine, oil, cheese, and cattle exported from Sar
dinia, and for a reduction of rates on the through rail-and-water 
service between the mainland and Sardinia, and for free carriage 
of mails. The sums refunded on this account were as follows: 
1910-11, 196,965 lire ($38,014) j 1911-12, 182,671 lire ($35,256) j 
1912-13,191,393 lire ($36,939). 

II Idem, p. 81. II Idem, p. 23. 



JAPAN 
ECONOMIC DEVELOPMENT AND SHIPPING 

The entire development of the shifping and shipbuilding indus
tries of Japan lies within the era 0 the steam-driven metal ship. 
The successive steps in this progress are defined by military events, 
but economic and natural conditions are conducive to maritime en
terprises, and Japanese shipping undoubtedly would have developed 
greatly by force of the expansion of Japanese trade arid industry 
alone. Military events and Government subsidies, however, acceler
ated the movement. 

The adaptibility of the Japanese to modern industrial and eco
nomic processes is well known. This adaptability was applied by 
the Government in dealing with its sea power. In so doing the 
Government kept always in mind the purpose of insuring to the 
nation sufficient sea power to support national requirements . 
. If Japanese national maritime progress and policy have shown 

smgular lack of error, it.must be remembered that Japan had the 
advantage of world maritime development and the experience of 
other nations for guidance, but credit must go to the Japanese race 
for the vigor, ambition, and unity of purpose which it displayed. 

RENUNCIATION OF ISOLATION 

The history of Japan provide/! the most outstanding example in 
modern times of the tradition that the history of civilization is the 
history of transportation and communication. 

When in 1609 the Tokugawa Shogunate (hereditary ruling clan) 
confiscated all Japanese vessels of more than 50 tons owned by the 
feudal lords, and in 1635 prohibited the building of vessels of more 
than 50 tons, Japan was effectively isolated from the rest of the 
world. No one cared to venture overseas in small vessels even if 
permitted to do so, and foreign vessels were not allowed to enter 
Japan for any purpose. 

For the next 200 years Japan lived by and within itself. It is 
recorded 1 that only five foreign vessels anchored in Japanese harbors 
during this period, namely, a Russian vessel at Hokkaido in 1778, 
a British vessel at Nagasaki in 1808, another British vessel at Uraga 
in 1822, and two United States vessels at Uraga, one in 1837 and 
another in 1847. That for a little more than two centuries comprised 
Japan's sea contact with the rest of the world. 

The policy of isolation had been adopted following unfortun~te 
contact with European emissaries and their vessels and was conSId
ered an effective barrier against exploitation in an age of exploita
tion and as a weapon of security against military aggression in an 

• Industrial lapan, 1929, p. 260. 
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318 SHIPPING AND SHIPBUILDING SUBSIDIES 

age of short-range military operations. The appearance of four 
steam-driven United States naval vessels with armament in 1853 
convinced the Japanese that isolation was no promction against even 
the limited mobility of naval power of 80 years ago. 

A result of the Perry expedition of 1853 was the signing of the 
treaty of March 3, 1854 which amounted to little more than an 
agreement to accord kind treatment to shipwrecked seamen and to 
allow United States vessels to anchor in Japanese ports to obtain 
stores. Treaties with Great Britain and Russia followed in the 
same year, national isolation was discarded, and Japan dropped into 

,the march of modern progress. In a quarter of a century Japan 
sprang, almost full-fledged, into the ecpnomic and political theater 
of the world. 

EFFECT ON SHIPPING AND SHIPBUILDING 

The first direct effect on Japanese sea power that followed estab
lishment of relations with the world was the repeal of the prohibi
tion against constructing ships for overseas trade. Thus shipping 
and shipbuilding were the first to be released from the isolation 
policy. . 

Two small sailing ships were built in Japan in 1854; one was a 
failure and the other, built under the directions of a shipwrecked 
crew, carried that crew away in safety. This was the first experi
ence of Japan with occidental shipbuilding. The Shogunate later 
ordered these shipwrights to build six schooners, others were built 
for feudal lords, and it is interesting to note that the rising-sun flag 

~ design was then adopted. At the time of the restoration in 1867-68 
the Shogunate owned 44 vessels and the feudal lords 94. 

NATURAL AND ECONOMIC CONDITIONS AFFECTING SHIPPING 

The Japanese Empire consists of several thousand islands, more . 
than 400 of which have a coast line exceeding 2% miles or serve as 
sea marks. Were Japan to be laid alongside the Atlantic coast of 
America in the same latitudes, it would reach from Cuba to Labra
dor. The topography is extremely rugged, the seacoast strongly 
indented, and few places are far away from the mountains or distant 
from the sea. In addition the Japanese Empire to-day includes 
Taiwan (Formosa), Chosen (Korea), and Karafuto (Sakhalin), 
the Kwangtung Peninsula (Port Arthur and Dairen) on a 99-year 
lease, and holds the mandate for the former German possessions in 
the Pacific-the Marshall, Caroline, ~adrone; and Pelew Islands. 

The teeming population of Japan proper tnow 60,000,000) con
fined to a relatively small and unproductive area of 148,000 square 
miles, or nearly 400 persons to the square mile; the necessity for im
porting part of the food requirements for this island people; the 
necessity for exports to balance imI,>ortsj the lack of native minerals 
and the consequent necessity for lmporting raw materials for its 
expanding industries; the low wages-all these are factors in the 
remarkable maritime expansion of the nation. 
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In this connection Commercial Atta~h6 Halleck A. Butts,2 Tokyo. 
in a report dated October 27, 1927, said: ' 

The dependence of Japan upon supplies from foreign countries,' consisting 
of both real necessities of life (foodstuffs) and raw materials for industry, is 
regarded as cause for the Government to maintain adequate steamship facili
ties, and it was and is this condition which is largely responsible for the 
payment of certain subsidies at this time [1927]. Large quantities of rice are 
imported annually from Burma and French Indo-China, with smaller quantities 
from the Philippines and even Japan's territorial diviSions, such as Chosen 
and Taiwan. Raw cotton is imported from India, China, and the United 
States, and wool from Australia. Structural iron and steel and lumber are 
imported from the United States, northern territories, and Siberia. Main
tenance of services to supply the domestic demand for these goods requires 
subsidies in some instances, since freight earnings alone are not ample enough 
to warrant operation of such lines by private corporations. 

Conditions thus compelled Japan to be a shipowning nation. 
Whether it should be solely a shipowning nation like Norway, which 
is without iron 'and also without coal, or both a shipowning and a 
shipbuilding nation like Italy, which is without either iron in any 
quantity or coal at all, was determined, doubtless, principally by 
military expediency and require~ents. Except for the economic fact 
that Japan had no native iron ores with which to meet the develop
ment of the metal ship there appears no other economic reason for 
the assistance extended by the Government of Japan to its shipping. 

THE JAPANESE COMMERCIAL FLEET 

RISE OF JAPAN AS A SEA POWER 

PERIOD TO 1894 

The various ste}?S by which Japanese sea power was developed 
may be chronologIcally divided in,to periods as follows: 

1. Before the Meiji restoration of 1867~8 and up to the Sino
Japanese War, 1894; 

2. Between the Sino-Japanese War and the Russo-Japanese 
War, 1894-1905; , 

3. Between the Russo-Japanese War and the World War, 1905-
1914; and 

4. From 1914 to 1931. 
Up to 1868 Japan remained feudal, under clans each of which was 

a self-contained unit. Under this system there were no means of 
communication-no military roads in a national-defense scheme and 

_ none required for commerce. The quickening of communication re
quirements was first felt when the Government was reorganized in 

'. 1868 on the basis of a pure absolutism, with the emperor as the sole 
wielder of authority, both legislative and executive. In 1870 a 
Ja'panese invented the jinrikisha, the man-drawn 2-wheeled vehicle 
SUitable for the narrow and undeveloped roads,' and' the same year 

• WhUe tew direct quotatlous from Commercial Attach6 Butt's writings are given In 
this present monograph, his numerous reports to the Department ot Como:erce submltt~ 
over a period ot several years have served as IL background for this discussion of Japan s 

; m~ri~"IU'cf°I:~~,:n:,:e~:;::~!.J~I~~~;'oximated $24,000,000 In value; by 1880 this total 
; had risen to some $37 000 000 i by 1890, to $69,000,000; by 1900A to $245,000,000; by 

, 1910 to U61,OOO,OOO: by 1920, to $2,142,000,000; and by 19,,5, to $2,439,000,000. 
In 1980 the total value wa, $1,500,000,000. 
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the Government decided to build the first railroad; both of these 
events stimulated travel very greatly. From a national and an in
ternational standpoint, however, ships soon became essential. 

In 1870 the Mitsubishi Co. had its beginnings, and this company 
became the central figure in the merchant marine for the next 15 
years. In 1872 the Japan Mail Steamship Co. was organized, to 
which the Government contributed the vessels it owned and the com
panY' was ordered by the Government to car!"y mails and operate 
regtilar services between Tokyo and Osaka. Competition from the 
new Mitsubishi Co.,~ however, soon developed. 

FlBST IOLITABY CAJ(PAIGNS AND THEIB RESULTS 

The war with Formosa in 1875 was the first military. campaign 
which had direct results upon Japanese shipping. For this cam
paign the Japanese Government purchased 13 steamers for military
transport service. During the following year these vessels, to».ether 
with 18 purchased by the Government from the Japan Mail o::;team
ship Co., were transferred to the Mitsubishi Co. In addition a sub
sidy of 250,000 yen was granted annually. The Mitsubishi Co. then 
purchased the four competing vessels of the Pacific Mail Steamship 
Co. of the United States, which were being operated between Yoko
hama and Shanghai, the Japanese Government advancing a loan for 
this purpose. Shortly thereafter the Mitsubishi Co. extended its 
services to Hong Kong. . 

Civil disturbances in 1877 required the purchase by the Govern
ment of 10 more foreign steamers, which again were delivered to 
the Mitsubishi Co. That company now owned more than one-half 
of all Japanese tonnage-a situatIon that was attended with some 
evils, the principal one being that no measures were taken to improve 
the quality of the tonnage or to renew it. 

SHAPING OF GOVERNMENT SHIPPING POLICY 

The time had arrived when the shipping problem had assumed 
a place of public importance in the life of the nation. Transport 
services necessary for two military campaigns and essential com
mercial services had been provided through Government action, and 
the accumulation of national tonnage was the result of emergency 

• Although the history of the Mltsublsbl enterprises does not go bBcl<! as far as that 
of the Mitsui, It traces its origin to the times of the Sbogunate, wben Lord Yode 
Yamanouchl established a .. elan company" in Osaka for the transportation of mer
chandise. The foundation of the present Mltsubishl interests was laid by Yataro Iwasaki, 
wbo took over the business In 1870. Known first as Tosa Kalsel Shosa and later as 
Tsukumo Sbokal, the company devoted Itself to the shipping business of the Tosa clan. 
During Iwasaki's lifetime the business expanded into manufacturing and mining, and In 
1875, on receipt of an Imperial charter, changed Ita name to the Mltsubishi Man 

St~~~ft~t the company grew with the development of the country. In 1880 it 
entered tbe excbange business. In 1884 tbe Government, divesting Itself of its business 
enterprises, first loaned and later transferred to the Mltsublsbl Interests the Nagasaki 
Sbipbulldlng Yard. In 1885. upon obtaining control of tbe One Hundred and Nineteenth 
National Bank, tbe company added the busineBB of general banking to its activities. 

In 1885 anotber event of Importance occurred In tbe amalgamation of the Kyodo Unyo 
Kalsba (Union Transport Co.) with the Mltsublshl interests to form the Nippon Yusen 
Kalsba (Japan Mall Steamsblp Co.). With tbe transfer to this company of all the 
Mitsublsbi shipping busioeBS, the company carried on Its mining shipbuUdlng. aod 
banking activities uoder the name of the Mltsublsbi Sba (Mitsublsbl Co.). In December, 
1893, pursuant to the new commercial code, the Mitsublsbl Goshl Kaisha can:e intoi 
being and took over all tbe business of tbe Mltsubisbl Sba. (Extract from The Big· 
Five In Japanese Banking, by Herbert M. Bratter; Issued by the Bureao of Foreign and: 
Domeatlc Commerce, W'asblogton, a8 Trade Information Bulletin No. 6'S3.) i 

j 
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action which had not enhanced the character of the fleet. It ·was 
recognized that if the country were to become involved in hostilities 
with other nations, such hostUities would not necessarily be con
fined to Japanese territory on the islands, but might be in foreign 
territory and possibly on dlstant .foreign soil. Military transport 
an.d ~ow best to acquire it became the principal issue in national 
shIppmg. 

The problem of providing adequate shipping suitable for military 
transport gave rise to two schools of thought-a program of Gov
ernment-owned transport, and a subsidized commercial service. The 
advocates of a Government-owned system supported a program of 
ocean-going vessels of sufficient tonnage to assure adequate military 
transport and communication support. 

The opponents of a Government-owned military-transpo~ system 
pointed out that in time of peace the Government would be obliged 
to tie up its transport fleet or to directly operate it commercially for 
profit. They argued in favor of the development of a powerful mer
chant fleet, privately owned, but so designed and so constructed that 
it would meet both the commercial and the military needs of the 
Government in an emergency. They favored stimulation of national 
commercial shipping by sufficient Government aid to neutralize 
whatever cost differentials might exist against such a program. 

The latter course was chosen for varIOUS reasons, among which 
may be named (1) the avoidance of suspicion of military aggres
sion, which would be invited by a large Government-owned transport 
system, (2) the economic advantage of having a share of freight earn
ings from the overseas trade returned to Japanese nationals; (3) the 
building of a naval reserve through a large national element em
ployed in commercial shipping; and (4) the providing of employ
ment in the shipping and shipbuilding industries. 

In negotiating a merchant-marine program Japanese statesman
ship recognized that concentration of strength was necessary in any 
industry that was to engage in international competition. Concen
tration of capital and effort, with Government encouragement, be
came national policy. 

OBGAl'IIIZATlON OJ!' NIPPON YUSEN KAlSBA 

In 1881 the Japanese Government officially promoted the Kyodo 
Unyo Kaisha (Union Transport Co.), a combination of two or three 
companies, with a capital of approximately 10,000,000 yen ($4,985,-
000), in which the Government became a shareholder. The new 
company ordered 15 British vessels and agreed to ~provide the 
vessels for military or commercial transport in the Government's 
interests. By this act the Japanese Government definitely abandoned 
the policy of purchase and operation of commercial" vessels. 

The new company, however. was in. comp~tition ~t~ the 
Mitsubishi Co., and the Government found Itself m the pOSItIOn of 
subsidizing two competing services, bot~ incurring heavy losses. 
Therefore in 1885 (see footnote, p. 320) It was found deSIrable by 
both the Government and the private interests concerned to consoli
date the new company with the Mitsubishi Co., and this was done, 
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the new organization becoming the Nippon Yusen Kaisha, the most 
important Japanese shipping company. 

The Nippon Yusen Kaisha was established with a capital of 11,-
000,000 yen ($5,478,000). The Government subsidized the company 
through a guaranty of 8 per cent on the capital for 15 years, a prin
ciple which provided for parallel increases of subsidies and capital 
as the company developed. The Nippon Y usen Kaisha operated 18 
lines with 40 vessels employed in the home coasting trade or in 
services to China and Vladivostok Its Kobe-Manila line was 
opened in 1895 and the Kobe-Bombay line in 189!-the first regular 
ocean-going services operated in Japan.5 . 

OSAKA BH08EN KAlSHA AND O'I'III!:B PIOl'o'EEB COMPANIES 

The Osaka Shosen Kaisha, the second ranking Japanese shipping 
company, was organized one year earlier than the Nippon Yusen 
Kaisha and was the result of the policy of concentration. From 1868 
on the Government encouraged the building of modem vessels, with 
the result that many small shipping enterprises were promoted by 
private individuals. These vessels found employment in the coastal 
trades and engaged in a destructive competition. At the instigation 
of the Government these shipowners organized a combine which in 
1884 was reorganized into a joint-stock company called the Osaka 
Shosen Kaisba; the company comprised 50 owners and 93 small ves
sels. Later the Osaka Shosen Kaisha was granted a subsidy and 
operated 20 mail services in the western parts of the country, and 
extended a line to Korea in 1891. In 1893 the capital was increased 
to 1,800,000 yen ($896,400).11 

Besides the two principal Japanese companies up to this period 
there were a few companies engaged in the coasting trade and several 
small private owners. 

Shipping developments up to the war with China thus comprised 
the inauguraton of the two principal steamer companies, with ex-
tension of services to Asiatic points. Shipbuilding so far had not 
developed beyond the limited wooden-ship construction. The bulk 
of the ootional tonnage was imported. 

PERIOD FROM 18" TO 1905 

I!lYFECT OJ' SINO-JAPANESE WAR 

When the war with China broke out in 1894 Japan had 417 vessels 
of more than 20 gross tons, aggregationg 181,819 gross tons. Foreign 
services had been established to Bombay, Tientsin, Shanghai, and 
Vladivostok. This campaign had a· profound effect on Japane$6 
shipping policy. Japan dispatched 200,000 men to China and main
tained them there for more than a year. The available merchant 
fleet was not sufficient for the task. All the larger vessels were 
requisitioned by the Government, transport by sea was almost tied 
up, foreign services were withdrawn, commodity prices and business 
were greatly disturbed. 

• Industrial J'apan, 1929, p. 358 . 
• The par rate of $0.498 to the yen Is nsed for conversions througbout tbls sectiou 

e:rl'ept where specifically steted otherwise. 
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The Government again had to resort to the purchase of foreign 
tonnage, acquiring 14 vessels of 41,800 gross tons, which were turned 
over to the Nippon Y usen Kaisha for management and operation. 
In addition a considerable amount of foreign tonnage was chartered 
or purchased privately, with the result that Japanese national ton
nage was increased by 87 vessels of 130,000 gross tons, many of which 
were of more than 2,000 gross tons. The total gain in tonnage by 
1896 was approximately 250,000 gross tons, comprising all kinds of 
vessels. By 1895 Lloyd's Register credited Japan with 339 vessels 
of 279,668 gross tons, in vessels of 100 gross tons and upwards. 

EXPANSION OF SHIPPING SERVICES 

The eft"ect of the Sino-J apanese War on Japanese shipping was 
farJreaching. For one thing, it crystallized public opinion in favor 
of a comprehensive subsidy program. Foreign services were ex
panded, new companies came into being, and Japanese-built steel 
ships began to appear. The Nippon Yusen Kaisha in 1896 opened its 
Japan-Europe service and projected the construction of 12 twin
screw 6,000-ton steamers, 2 in Japan and 10 in Great Britain, 
which were 'to be operated fortnightly when completed. A line 
was also extended to Seattle, and in this service the company placed 
three of the larger vessels obtained during the war,' with monthly 
sailings. A third service was inaugurated to Australia with three 
passenger vessels of 3,500 gross tons, built in Great Britain, with 
monthly sailings. These were the pioneer Japanese services to 
Europe, America, and Australia. • 

The rapid expansion of shipping at this time resulted in further 
extension of the operations of the Osaka Shosen Kaisha. In 1896 
this company opened a service to Taiwan (Formosa), and ordered 
three vessels of 3,300 gross tons and four vessels of 1,600 gross tons 
in Great Britain, which were completed in 1897. Another service 
was opened between Shanghai and Hankow, later extended to Ichang 
through Government aid. The last-named service was operated with 
three shallow-draft vessels of 1,600 gross tons. 

In 1896 the Toyo Kisen Kaisha was organized. This company 
ordered three passenger vessels of 6,000 gross tons in Great Britain 
in 1898, which were to be operated on the Japan-San Francisco 
line in combination with the Pacific Mail SteaInship Co. of the 
United States. Besides this company many smaller enterprises and 
private individuals entered the industry through the purchase of 
foreign tonnage, which was operated in the coasting trade. as well 
as in the charter services in the seas about North Chma and 
Chosen (Korea). 

PERIOD nOIll 1905 TO 1914 

EFFI!XJ'l" OF BUS~JAPANESE WAR 

Japanese shipping was again to feel the effect of war with the 
outbreak of the Russo-Japanese conflict in 1905. Once more it ~
came necessary to requisition the ~ational tonnage,. a?d once more thk 
tonnao-e was found to be insuffiCIent to meet the Jomt needs of com-o 
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merce and war. The Government requisitioned 260 vessels of 680,000 
gross tons. In addition, 164 vessels of 310,000 gross tons were im
ported during the war period. Regular services to Europe, Austra
lia, and the Pacific Coast of the United States were withdrawn and 
were not resumed until after the cessation of hostilities in 1906. 

It was feared that the influx of foreign-built vessels during the 
war and the withdrawal of services would seriously affect the Japan
ese tonnage market when the war ended. By that time, however, 
the industrial expansion of Japan, the expansion of its foreign 
trade, and the wide extension of shipping lines had created a demand 
not only for the available tonnage but for new ships, both foreign 
and domestic. For its foreign services the Nippon Ylisen Kaisha 
bui!t 6 twin-screw vessels of 10,000 gross tons, 3 vessels of 12,000 
~ross tons, 6 cargo vessels of 6,000 gross tons, and 6 cargo vessels of 
., ,000 gross tons; in all, 21 vessels of an aggregate gross tonnage of 
174,000. The Osaka Shosen Kaisha built six cargo vessels of 6,000 
gross tons and inaugurated its Tacoma and Bombay lines. The Toyo 
Kisen Kaisha built three turbine-driven vessels of 13,000 gross tons 
for the San Francisco service and started its South American service 
with a vessel acquired during the war, and purchased two United 
States tankers for oil carriage. 

Another extension of Japanese shipping took place after the Russo
Japanese war through the formation of other operatin~ companies. 
Thus the two leading companies, the Nippon Yusen Kalsha and the 
Osaka Shosen Kaisha, combined with other operators who had been 
operating in' the. Yangtze and formed the Nisshin Kisen Kaisha, 
which, with Government aid, operated the Shanghai-Rankow, Ran
kow-Ichang, and Shanghai-Suchow-Kanchow lines. A further de
velopment was the organization of the Japanese Shipowners Asso
ciation, a chartering group which purchased old foreign-built vessels 
for tramp services, but which made no progress prior to the World 
War because of overtonnaging and a consequently depressed charter .. 
market. 

GROWTH OF THE MERCHANT MARINE 

Thus within a generation Japan advanced from a. subordinate po
sition in maritime affairs to rank with the four great naval and 
mercantile marine powers of the world. In the 30 years after 1880 
Japanese ocean-steamer tonnage multiplied thirtyfoldj on July 1, 
1931, the Japanese commercial Heet included 1,024 vessels of 1,000 
gross tons and over, with a total gross tonnage of 3951,399, or 44 
times the 90,000 tons of occidental-type ships In the Japanese mer
chant marine of 1880. The increase in total gross tonnage of Jap
anese power-driven commercial vessels of 100 gross tons and upwards 
was as follows for stated periods from 1895 to 1931: 
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TABLII 64.-GBOWTH OF THIll JAPANESE CollllEllCUL FLl!:ET 

Power..driven vessels 1 
owned in lapan 

Power-driven vessels 1 
owned in lapan 

Iulyl- Iuly 1-

:= Gross tons 

--------1---1------11----------------
1895 _______________________ _ 
1900 _______________________ _ 
1906 ______________________ __ 
1910 ______________________ __ 
1915 _____________________ __ 
1920 _____________________ __ 
19'.16 ____________________ __ 

339 
4&l 
691 
848 

1,155 
1,940 
2,087 

279,668 1926 ______________________ __ 
488, 187 1927 _ ~ ____________________ __ 
870. 839 1928 _______________________ _ 

1,146, 'TI7 1929 ______________________ __ 
1,826.068 1930 ___________________ _ 
2, 995, 878 1931. _____________________ __ 
3,919,807 

2,087 
2,035 
2,048 
2,059 
2,060 
1,969 

3,967,717 
4,033,304 
4, 139,815 
4, 186,652 
4,316,304 
4,276,341 

I Vessels of 100 gross tons and upwards. Bailing vessels owned in lapan are not listed in Lloyd' •• 
Bourne: Lloyd's Registar 01 Shipping. 

EMPLOYMENT OF THE FLEET 

Prior to the World War Japanese shipping served primarily as 
trade and communication lines between the component parts of the 
Empire and between the Empire and foreign countries, although con
fined principally to Asiatic waters. Following the World War 
Japanese tonnage entered the charter market as general carrier in 
the world trade. 

The activity of Japanese shipping in the foreign trade is well illus
trated in the following table, showing the percentage of Japan's 
imports and exports. carried from and to foreign countries in vessels 
of national registry: 

TABLE 65.-PBOPOBTION OF JAPANESE FOBmGN TawE CABBIED IN NATIONAL 
VESSELS 

.Totsllorelgn trade E:q>orts Imports 

Year In In In 
Value Japan .... Value lapanese Value lapanese 

vessels v .... 1s vessels 

Ym' p.,. "'" Ym' p.,. "'" Ym' Perunt 1914 _______________ 1,183, 295, 516 57 590, 400, 961 60 592, 894, 555 54 1915 _________________ 
1,237,117,465 71 707,303, 457 69 529,814, 008 73 1916 ___________________ 
1,856, 727, 690 73 1,111, 180,629 71 745,547,061 75 1917 ____________________ 
2, 550, 851,114 80 1,522, 347, 848 79 1,028,603,466 80 1918 __________________ 
3, M2, 006, 014 88 1,877,346,636 88 1,664,659, 378 87 1919 __________________ 
4, 268, 541, 006 81 2, 095, 415, 467 79 2, 173, 125, 539 83 1920 _____________________ 
4, 271, 620, 091 72 1, 935, 703, 310 79 2, 335, 916, 781 67 1921 _____________________ 
2, 863, 709, 997 74 1, 349, 819,165 77 1,613,890,832 71 1922 ____________________ 
3,022, 673, 281 42 1,636, 134, 964 39 1,886, 538, 297 44 

1923 _____________________ 3, 414, ow. 963 46 1, 447, 383, 288 43 1,967,152, 875 46 1934 _____________________ 
4, 349, 314, 469 62 1,806,860,467 54 2, 442, 454, 022 60 19'.16 _____________________ 
4, 871, 856, 533 69 2, 303, 697, 807 71 2, 568, 067, 726 66 1926 _____________________ 
4, 414, 785, 416 66 2, 044, 467, 291 71 2, 370. 318, 125 62 1927 ____________________ 
4, 166, 068, 183 68 1,991, 145, 691 73 2.174, 922, 492 63 1928 ____________________ 
4, 157, 467, 334 67 1, 969, 639, 865 72 2, 187,847,459 63 

• For rough approximations 01 the American equivalents of th .... values the J'8II ean he taken as $0.60; 
BCtual exchange rates (annual averages) ranged from $0.4104 to $0.5147 during the period oovered by the 
table; the mint par is $0.4985. 

8onrne: Annual Return of the Foreign Trade 01 the Empire 01 lapan, 1928. 

Japanese trade and Japanese shipping flourished mutually during 
a period when comparatively large shipping bounties were provided. 
There is general agreement that the force of expansion of Japanese 
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trade would naturally have developed Japanese shipping, but that 
subsidies accelerated the movement. The following statement of 
cause and effect is quoted from an article on Mercantile Marine and 
Shipbuilding Industry by Dr. Jujiro Ito, formerly a professor of 
Waseda University and a writer on shipping matters, closely allied 
with the shipping interests of Japan: 

Generally speaking, war has been the most potent factor in the development 
ot the mercantile marine of Japan as to numerical strength, while for improve
ment in quality it has chiefly to thank Government protection. • • * 

The world-wide expansion (during the World War) was especially marked.. 
in tramp boats, as is natural, the subsidized liners being checked by the subsidy 
regulation they were under from utilizing the unique occasion to the fullest 
advantage. • 

According to the experience witnessed during the 10 years prior to the war 
the addition made every year to the existing fleet of steamers exceeding 1,000 
tons amounted to 14.9 per cent of the total volume. • • * It would be too 
sanguine to say that the whole of the addition to be made in the future will 
be built at home; but this much is, certain-that the bulk will be launched at 
home dockyards from consideration of the oversea subsidy law. 

EARNINGS OF THE FLEET 

The financial results obtained by shipping companies having an 
authorized capitalization of 300,000 yen-which group, for all prac
tical purposes, includes all companies operating under subsidies-are 
set out in Table 65a. 

TABLI;] 65a.-RELATION OF SHIP SUBSIDIES AND NAVIGATION BOUNTIES TO THE 
DEVELOPMENT OF JAPANESE SHIPPING, 1900--1927 

Neteamlngs Total ship-
Year Compa- (Including pingsuhsi- Fleet Paid·up Reserve fund nies l 

subsidies) dies and capital 
bounties 

Numb., y .... y .... Gr ••• ,. .... y .... y .... 
1000 _____________________ 

11 10,237,136 6, 746, 333 329,314 44,274,000 11,456,000 
190L ____________________ 11 11,339, on 6, 822, 272 355,698 46, 389,000 13, 754, 000 1902 _____________________ 12 11,493, 369 7,344,804 369,970 52, 569,000 23, 589,000 1903 _____________________ 

13 12, 063,448 2, 821, 321 408,143 53, 396, 000 28, 554, 000 1904 _____________________ 
13 11,725,626 3, 953,141 422,300 55,674,000 33, 482, 000 1005 _____________________ 
14 13,831,086 2, 263, 659 478,129 62, 130, 000 40,052,000 1906 _____________________ 
15 11,449,350 5, 072, 925 661,889 69,573, 000 • 42, 766, 000 1907 _____________________ 
19 12, 118, 273 8, 584, 076 602,023 94,061,000 34,299,000 1908 _____________________ 
20 10,934,620 8, 836, 510 648, 343 96, on, 000 38, 638, 000 1909 _____________________ 
22 8, 179, 662 10, 925, 929 703, 939 99,019,000 41,524,000 1910 _____________________ 
20 7,710,094 11,610, 661 000, 042 61,442, 000 26, 504,000 191 L ____________________ 
20 8, 649, 442 12, 215, 940 648, 866 61,636, 000 30, 653, 000 1912 _____________________ 15 10,339,773 11,851,603 702, 738 66, 651, 000 37,771,000 1913 _________________ " ___ 
23 15, 703,827 11,521,958 785,190 62, 484, 000 45,196, 000 1914 _____________________ 
24 12, 690, 828 11,230, 579 841,931 65,258,000 51,650,000 

1916 _____________________ 24 21,450,857 8, 406,450 895, 615 65,796,000 41,742, 000 
1916 _____________________ 28 63, 110, 173 7,248,494 980, 793 89,475, 000 57,590,000 
1917 _____________________ 52 143, 143, 073 6, 819, 332 1,127,483 74,200,000 26, 016, 000 1918 _____________________ 

62 218, 443, 800 6, 072, 837 1,386, 642 269, 883, 000 191,712, 000 1919 _____________________ 
65 10, 290, 983 5, 558, 2% 1,397,813 269,382,000 238,490,000 

1920 _____________________ 56 31,651,050 5, 826, 309 1,589, 745 315, 947,000 187,367,000 
192L ____________________ n 4,797,937 7,841,323 2, 109, 541 406, 101, 000 184, 056, 000 1922 _____________________ 

71 4, 498, 028 7,512, 772 2,049,136 367, 406, 000 174, 963, 000 1923 _____________________ 
75 11,453,079 7,612, 685 2, 002, 676 348, 168, 000 151, 613, 000 1924 _____________________ 
75 1,916,811 8, 549, 589 2, 267, 049 365,473, 000 130, 412, 000 

1925 _____________________ 81 12, 215, 034 7,281,901 2, 204, 849 366, 094,000 123,241,000 1926 _____________________ 
71 3, 313, 201 8, 156, 070 2, 24', 949 355, 228, 000 102, 266, 000 1927 _____________________ 
79 14, 915, 190 8, 782, 065 2, 636, 187 371, 879, 000 107,615, 000 

I Includes only oompanles with authori.ed capital of 300,000 yen or more. . 
• During 1900-1914 the annual average el<ll1ange raOO for the Japanese yen did not vary much from par, 

$0.498; for tbe year 1916 the average was $0.4898; for 1916, $0.5016; for 1917, $0.5067; for 1918, $0.5147; for 1919, 
$0.6118; for 1920, $0.6037; for 1921, $0.4825; fot 1922, $0.478; for 1923, $0.4858; for 1924, $0.4119; for 1925, $0.4104, 
for 1926, $0.4712; and for 1927, $0.4741. 

Souro.: Flnanoial and Eoonomlo Annual of lapan, 1910, 1918, 1927, and 1928 issues. 
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The figures in Tabie 65a. covering paid-up capital, reserves, and, 
to a lesser extent, net earnings, while officiar, do not represent final
accounting accuracy and do not include the entire Japanese merchant 
marine. Moreover, the subsidies listed are those actually received 
by the companies and not the total authorized by the central govern
ment, supplemented by the authorizations of Chosen and Taiwan. 
The figures indicate trend and the relationship between net earnings 
and subsidies. 

In respect of earnings of Japanese shipping the Japan Yearbook 
for 1929 states: 

No authentic data exist as to the contribution of Japanese carrying trade to 
national income. The only reliable figures are those given out by the .. earth
quake cabinet," which calculated the shipping earnings roughly at 170,000,000 
y!ln for both 1922 and 1923. 

THE WAR AND THE MERCHANT MARINE 

The World War enormously expanded Japan's shipping and ship
building industries. Being remote from the scene of war, Japan 
did not suffer greatly in tonnage losses from submarine warfare 
compared with other maritime nations, only 119,000 gross tons, or 
7 per cent of the pre-war tonnage, being lost. Due to the increased 
demand for munitions and other commodities by the powers at war, 
and due to the cutting off of normal supplies from the warring 
nations to the rest of the world, a remarkable increase took place in 
the volume of Japanese trade. When the war broke out Japanese 
foreign trade amounted to about 1,183,296,000 yen ($589,282,000); 
by the end of the war it had reached 3,542,006,000 yen ($1,763,-
919,000). Exports during the period increased from 590,401,000 yen 
($294,024,000) to 1,877,347,000 yen ($934,919,000). 

The Nippon Yusen Kaisha. inaugurated its east-bound service to 
New York, the South America service by way of South Africa, the 
Port Said and Mediterranean services, and the Java-Calcutta-Japan
America service. After the war the company projected an extensive 
building program. In 1923 it established the Kinkai Yusen Kaisha 
to take over the home coasting services. 

The Osaka. Shosen Kaisha extended its services to the South Sea 
islands, to Australia, South America, Marseille, and Genoa. After 
the war the company opened services to northern Europe. 

The Toyo Kisen Kaisha likewise was_very active. In 1926 it was 
absorbed by the Nippon Yusen" Kaisha. 

Numerous private owners and small operators built tonnage, with 
the result that when the war ended and fear for the tonnage market 
arose they combined in the same manner as had been done twice 
previously in Japanese shipping history and organized the so-called 
" K" line (Kokusai Kisen Kaisha) with a total fleet of about 500,000 
dead-weight tons.' " 

WAR'S EFFECT ON SHIPPING 

. Besides a great increase in steel a~d iron imp~rtsinto Japan d.ur-
Lng the war period, other elements In the foreIgn trade, followmg 

'IndWltrlaI Japan, 1929, p. 363. 
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a slump immediately upon the outbreak of the war in Europe, con
tributed to the enormous expansion of the Japanese shipping indus
try throughout the World War, at;ld in this the Japanese Government 
took a prominent part. . 

The first effect of the war was the falling off in the foreign ton
nage which habitually traded with Japan. To remedy this the 
Japanese shipping industry attempted to purchase foreign tonnage 
and ~o recall Japanese tonnage which was chartered in other than 
Japanese trades. 

Beginning with the trading with the enemy acts, which curtailed 
normal Japanese markets, Japanese trade was adversely affected 
by control of exports from Japan and by prohibitions or restriction 
of imports in other countries due to the necessity of protecting home 
industries, financial stringency, shortage of tonnage, and other 
reasons. These included all nations at war and the general trade in 
the Asiatic waters. Obstacles to import trade were raised by export 
control in forei~n countries, resulting in confusion in the natural 
trends .of Japan s foreign commerce. 

Late in 1914 representatives of the Japanese Government investi
gated the Asiatic trades and the United States and Canadian trades. 
In 1916 a second committee studied the South African, central Euro
pean, and Scandinavian trades. Other committees made tours in 
1917 and 1918. The investigations resulted in the establishment of 
special bureaus for meeting industrial conditions brought about by 
the war, including inspection of exports, with a view to standardiz-
ing and bettering such exports. . 

GOVERNMENT SHIPPING COl\TTROL 

, The shortage of tonnage reached a. stage which fina.lly resulted in 
centralized Government control, effective from October, 1917. The 
Government, represented by the Minister of COIDlI).unications, exer
cised this control along the following lines: 

. (a) Japanese vessels could not (without special permission) be 
transferred to persons not legally entitled to possess J apane.se 
tonnage. 

(b) Builders who desired to build vessels for persons not entitled 
to :possess Japanese tonnage must have special permission. 

(c) Transportation by Japanese vessels of passengers or cargo 
in the indirect trades, between foreign ports, might be prohibited 
or restricted, and Japanese vessels could not engage in the indirect 
trades without special authority. 

(el) Japanese vessels might be ordered to operate under fixed 
schedules or to transport passengers and cargo as required. (2 Freight rates and passenger fares might be limited. 

(f The Government retained the right to requisition vessels and 
all acili~ies for building them by indemnifying the owner for all 
losses. 

WAR-RISK INSURANCE 

LAWS OF 19U AND 1917 

To meet the rising insurance rates on cargoes and vessels which 
resulted from war casualties the Japanese GOvernment put in force 
an insurance compensation act on September 12, 1914. Under this 
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act the Government made good losses up to 80 per cent of risks 
undel'writterl by Japanese underwriters according to rates fixed by 
competent authorities. Such assistance was restricted to: 

1. Vessels of Japanese nationality trading in regular and author
ized routes; 

2. To cargoes carried on such vessels; and 
3. To cargoes exported from or imported into Japan. 

Under this law increasing expenditures were incurred with the 
extension of submarine warfare, and the Japanese Government there
fore abrogated it and passed the war-time marine reinsurance act, 
effective July 20, 1917. Under this latter law Japanese underwriters 
and foreign underwriters represented in Japan who accepted risks 
at current legal rates could reinsure their risks with the Government. 
From September 20, 1917, to the end of March, 1918, the Govern
ment reinsured 64 per cent of Japan's total trade, or an amount of 
1,121,218,754 yen ($558,366,939). 

The loss sustained by the end of 1918 was estimated at 11,597,625 
yen ($5,775,617), which was less than the receipts in premiiIms, re
sulting in a service to trade and benefit to the national treasury.a 

DEVELOPMENT OF JAPANESE SHIPBUILDING 

As has just been said, the World War enormously expanded both 
the shipping and the shipbuilding industries of Japan. Especially 
was the shipbuilding industry affected. 

At the outbreak of the war Japanese shipbuilding had not pro
gressed to a point where the industry could compete with the ship
building indt¢ries of Europe and the United States. This condi
tion was so generally accepted that popular opinion sustained the 
construction-bounty system for"the national shipbuilding industry; 
The profits made by the shipbuilding industry during the war, how
ever, and the increasing drain on the public treasury reversed public 
opinion on the subject, with the result that during 1917 construction 
bOunties were suspended, and in 1918 abolished. (See p. 342.) 

WAR'S EFFECT ON SHIPBUILDING 

EFFECT ON PBODUcrION 

Whereas following the Russo-Japanese War the stimulus to Jap
anese shipbuilding was not felt until after the war period, the events 
of the World War made themselves immediately felt in the ship
building industry, not only in total tonnage but also in the increas
ing size of vessels of Japanese construction. During 1911, 1912, and 
1913 only six ships were built each year which measured more than 
1,000 tons, whereas in 1914 there were 12 such steamers; in 1915, also 
12; in 1916, 37; in 1917, 70; and in 1918, 180 steamers of over 1,000 
gross tons • 

• Yamll8llld, Kalrnjiro: The Effect of the World War Upon the Commerce of lapan; 
Economic and Social History of the World War, lapaneai Series, pp. 28, 29" 

85083----32--23 



330 SHIPPING AND SHIPBUILDING SUBSIDIES 

TABLE 66.-LAUNOHINGS AT JAPANESE SHIPYABDS DURING WORLD WAB PERIOD 

Steam vessels Sailing vessels 1 Total Iaunch-
ings 

Over 1,000 tons Under 1,000 Total 
Year tons 

Num- Num-
I berof Gross berof Gross 

Num- Num- Num- v .... tons v .... tons 
berof Gross berof Gross berof Gross seIs sela 
v .... tons v .... tons v .... tons 
sels sels seIs 

------------------
1914 __________________ 

12 49,913 73 8, 933 86 58,846 557 34, 528 842 93,374 1915 __________________ 
12 67,557 62 11,337 74 78,994 411 26, 024 455 105,018 1916 __________________ 
37 128, 118 67 16,762 94 143, 880 619 45,831 613 189,711 1917 __________________ 
70 290,879 144 46,837 214 337,716 1,354 126,773 1,558 464, 489 1918 __________________ ISO 518, 588 351 170, 071 631 588, 559 2,043 186, 880 2,574 87b,239 

I 

1 All under 1,000 gross tons except one v8S881 of 1,025 gross tons munched in 1917. 

Source: Ogawa: The Effect of the World War npon the Industry oflapan; Economic and Social History 
of the WO£ld War,lapanese Series, p. 245. 

In addition to the increase in shipbuilding volume the war period 
saw the development of specialty manufacture of ship machinery, 
hulls, and equipment. 

Before the war Japanese construction was confined principally to 
the mixed cargo-and-passenger vessel suitable for the overseas subsi
dized lines. During the war the cargo vessel became the sole prod
uct, the two standard-size ships of 5,860 and 3,200 gross tons being the 
principal types. 

In 1913 there were in Japan only 6 yards capable of building 
vessels of 1,000 gross tons, and only 17 building berths, with a total 
employment of 26,000 men. By 1918 there were 57 shipyards and 157 
building berths, with an employment of 97,000 men. 

EFFECT ON PRICES 

Tonnage prices soared. Used tonnage in Japan during May and 
June, 1915, brought only 53 and 54 yen ($26.39 and $26.89 at par or 
$25.91 and $26.40 at the average rate of exchange for these months) 
per gross ton. By the end of that year prices had doubled, and at 
their peak, during September, 1917, reached 750 yen ($373.50 at par 
or $380.63 at average exchange for the month). 

New vessels in 1914 brought 160 yen per gross ton and 110 yen 
per dead-weight ton ($79.68 and $54.78 at par or $78.94 and $54.27 
at average exchange rate for the y-ear) , based upon shipowners' con
tracts. These prices rose durin8' the first half of 1917 to 600 yen per 
gross ton and 400 yen per deao-weight ton ($298.80 and $199.20 at 
par or $303.18 and $202.12 at average exchange for January-June, 

. 1917). Following this, based upon selling figures, small ships during 
the second half of 1918 brought 1,050 and 1,220 yen ($522.90 and 
$607.56 at p.ar or $544.85 and $633.06 at average exchange) per gross 
ton, depending upon whether vessels were small or large; and 700 alid 
810 yen ($348.60 and $403.38 at par or $363.23 and $420.31 at average 
exchange) per dead-weight ton for similar size specifications.' 

• Ogawa: The Elrect ot the World War Upon the Industry ot Japan; Economic and 
Social History ot the World War, Japaneee Series, p. 254. 
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SHIPBUILDING AID THROUGH STEEL BOUNTIES 

The profits of the shipbuilding industry were so large that no rea
son remained for continuing the construction-bounty system. With 
the abolition of construction bounties to vessels, nowever, another 
form of aid was extended-that of aid to the steel industry. Japan is 
poor in native iron ores. The iron mines of China and Manchuria 
and, more recently Chosen (Korea) are the natural sources for the 
essential ores for steel production. Geographically the relationship 
between the Japanese steel industry and the Chinese mines is similar 
to that which exists between the Pittsburgh steel mills and the Min
nesota iron-ore fields. The distance between the iron ore districts in 
China and the Nagasaki mills is about 950 miles and navigation is 
not open throughout the year. 

PRODUCTION AND CONSUMPTION OF STEEL 

During 1896-1900 steel production in Japan averaged but 1,000 
tons yearly. In 1901 the Imperial Government began operation of 
the iron and steel plant at Yawata, and the first five years of govern
mental operation resulted in an average annual output of 41,000 tons. 
Production for 1906-1910 averaged 106,000 tons annually, and from 
1911 to 1913 222 000 tons.10 

Domestic production was 0.5 per cent of· the total consumption 
during the first of the above periods, 14.3 per cent for the second, 
21.8 per cent for the third, and 28.4 per cent for 1911-1913. Imports 
during the first period were 233,000 tons annually; during the sec
ond, 248,000 tons; during the third, 279,000 tons; and from 1911 to 
1913, 557,000 tons annually. Consumption of steel was 234,000 tons 
annually for the first period, 289,000 tons for the second, 485,000 tons 
for the third, and 780,000 tons annually for 1911-1913. 

Steel production during the {var averaged 416,000 tons annually, 
steel consumption averaged 900,000 tons, and the ratio of home pro
duction to consumption was 46.2 per cent for the period.ll 

Imports of iron and steel from Great Britain during 1912-1918 
declined from 338,000 tons to 15,600 tons. Imports from Germany 
declined from 188,453 tons to 315 tons, and from Belgium from 
61,000 tons to nothing. To offset. this imports from the United 
States rose from 197,000 to 667,000 tons, and from China from 
11,000 to 220,000 tons.12 

EXCHANGE OF SHIPS FOR SUPPLIES 

From these facts it is obvious that the greater part of steel for the 
Japanese shipbuilding industry must be imported. The extraordi
nary demand for steel during the war period created a scarcity, 
which, together with embargoes on steel by both Europe and Amer- . 
ica, was reflected in high p):,ices. So far as the United States was 
concerned, contracts for steel supplies to Japan were agreed to by the 
United States Government~ a~ a result of which .250,000 tons of s~el 
were furnished to Japan durmg 1918-1921, whIle at the same tIme 

10 Idem, p. 224. 11 Idem, p. 226. D Idem, p. 249. 
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the Japanese shipbuilding industry built 45 new steel vessels of 
374.000 dead-weight tons for delivery to the United States. 

The principal provisions of the first agreement of April, 1918, 
between Japanese and United States interests, follows: 13 

1. The seller (Japan) was to receive 1 long ton of ship material 
for every ton dead weight of ships furnished to the buyer (America). 

2. The seller was to deliver to the buyer 12 ships aggregating 
about 100,800 dead-weight tons, delivery to be effected in Atlantic or 
Pacific ports of the United States some time between May and Sep
tember, 1918. 

3. The price of ships varied according to delivery date, ranging be
tween minimum and maximum limits of $225 and $265 per dead
weight ton. 

4. Ships were to be built under Lloyd inspection and to develop 10 
knots speed fully loaded. 

5. Penalties for delayed delivery of vessels were established at $15 
per dead-weight ton 'per month, calculated on the number of days' 
delay. Failure to dehver incurred a penalty of $160 per dead-weight 
ton, together with return of advances made and interest thereon at 
6 per cent. 

The second agreement was divided into two parts, the first deal
ing with 3 vessels of 27,000 dead-weight tons, the price of which 
was established at $212.50 per dead-weight ton, and the second cov
ering 30 vessels of a total dead-weight tonnage of 246,000 at a price 
of $175 per gross ton. 

This arrangement provided for a total of 45 vessels of 373,800 
dead-weight tons. 

(For the provisions of the steel bounty law of 1917 and amend
ments of 1921 and 1926, see p. 343.) 

REIMBURSEMENT OF DISARMAMENT LOSSES 

In addition to these forms of aid, the Japanese shipbuilding in
dustry was reimbursed for losses caused by the first naval disarma
ment conference at Washington. This was done by an act of March 
24, 1926, by which shipbuilding plants and private shipyards were 
granted 5 per cent Government bonds in the- amount of 20,000,000 
yen ($9,960,000). This grant was divided among 13 companies. 

POSTAL SUBSIDIES AND NAVIGATION BOUNTIES 

POSTAL CONTRACT SERVICES 

SUBSIDIES UNDER 1896 LAW 

Prior to 1896 the only assistance given to Japanese shipping con
sisted of mail subventions which amounted to 945,000 yen ($470,610) 
a year in 1890 and 1891 and to 930,000 yen ($463,140) annually in 
the years 1892 to 1895. 

In two laws which came into operation on October 1, 1896, and 
which were known respectively as the shipbuilding encouragement 
law (see p. 340) and the navigation encouragement law (see p. 335), 
construction and navigation bounties were introduced for the first 
time and provision was made for a greatly extended postal service. 

II Idem, p. 250. 
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'1;he provisions of the law of 1896 remained in effect, with modifi
catIOns as of March, 1899, and February 23, 1900, until 1909, when 
both the navigation and construction bounty systems were redrawn 
effective as of January 1, 1910, and bounties to vessels engaged o~ 
postal route;; were changed to fixed annual payments to the contract
mg companIes. 

The annual payments to postal lines on a fixed-payment basis fol
lowing modificatIOn of the 1896 law were, for 10 years from Janu
ary 1, 1900: 

TAIIUII 67.-ANNUAL SUBSIDIES TO POSTAL L1NEs UNDER REvISED LAw OF 1896 

Company and service 

Nippon Yusen Kaisha: 

. 
Annual subsidy 

Yen 
Eqnivalent 
in United 
States cur· 

rency' 

~~ ~~~~_~_~~~~_-:.:::::::::::::::::::::::::::::::::::::::::::::::::: 2, m: ~ $1, rJ: ro~ 
~~ ~o'::::::;' !:b:,.:t ~tl':i!r'~~~~~~::::::::::::::::::::::::::::: :!~ ~ ~ ill 

I-~-~-~-

. ::!~~i?:d:= :=~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 4,::: 2,~::: 
Dai~o::;rt:ta~::::----------------------------------------------------------- 951,700 473, 947 

To Sbanghai________________________________________________________________ 54, 750 'lrl,265 
1----1----

Total annual payments___________________________________________________ 6, 647,811 2,812, 609 

• Converted at the par rate of $0.498 to the yen. 

POSTAL PAYHElp'S UNDER 1920,...21 PLAN 

In 1920-21 the Japanese Diet made provision for a system of 
postal payments to be applied to the European and Australian lines 
and the line to Seattle, all served by the Nippon Yusen Kaisha. It 
is stated that this company's contracts with the Government during 
the period of the W orId War prevented it from taking advantage 
of the high freight market then J>revailing, and that the company 
proposed to the Government the high ~ail-pay principle, with reduc
tion of Government supervision over the commercial operations of 
the company. 

The mail payments were made on a measurement-mileage basis, 
according to the following schedule: 3.3 sen (sen=0.498 cent United 
States currency) for 100 cubic feet of space per nautical mile; 4.6 
sen for 200 cubic feet; 5.9 for 300; 7.5 for 400; 9.2 for 500; 11.10 
for 600; 13 for 700; 15.10 for 800; 17.03 for 900, and 19.6 sen for 
1,000 cubic feet per nautical mile. For all space in excess of 1,000 
cubic feet the rate was 2 sen per 100 cubic feet.14 

Upon expiration of the contracts due to end in 1929 the mail-pay 
principle was retained on two lines, those to London and Melbourne. 

The three subsidized services from Japan to Seattle, San Francisco, 
and the west coast of South America are now (1931) operated by 

.. Cablegram from American Embassy, Tokyo. Oct. 21. 1921. 
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the Nippon Yusen Kaisha under 5-year contracts. A summary of 
the mam conditions follows. 

JAPAN-BI!lA'lTLI!I LINiI 

Duration of contract.-Five-year contract, commencing with 
January, 1929, and ending in December, 1933. 

Frequency of service.-Two vessels, to make 10 sailings annually; 
three new passenger vessels to make sailings every four weeks. 

Vessel equipment.-Two vessels over 10,000 gross tons with a speed 
of 17 knots. Three passenger motor liners to be built, of 11,000 to 
12,000 gross tons each and of 17 to 19 knots speed. 

Suhsidies.-For the service between Japan and Seattle, the follow
ing amounts were authorized as subsidies for the 5-year period of the 
contract: 1& 1929-30, 322,269 yen ($160,490); 1930-31, 1,415,908 yen 
($705,122) ; 1931-32,1,702,580 yen ($848,885); 1933-34, 1,702,580 yen 
($848,885); 1934-35, 1,702,580 ($848,885). 

JAPAN-BAN FRANOlSCO LIl'O: 

D1IIration of contract.-Five years, from January 1, 1930, to De
cember 31, 1934. 

Frequency of sai1ings.-Once or more every three weeks. 
Vessel egmpmen;t.-Three vessels of 13,000 to 14,000' gross tons" 

each, of a speed of 18 to 20 knots. 
. The first of three new motor liners on this run, the A,sama M aru, 

was placed in service in October, 1929. 
Suhsidies.-The subsidies covering this service have been consid

erably increased with the new contract, as compared with recent 
amounts authorized under the contract which expired in 1929: Old 
contract: 1928-29, 534,427 yen ($266,145); 1929-30, 94:3,488 yen 
($469:857). New contract: 1930-31, 2,341,44:9 yen ($1,166,04:2); 
1931-32, 2,865,140 yen ($1,426,840); 1932--33, 2,865,140 yen ($1,426,-
840); 1933-34, 2,856,713 yen ($1,422,64:3); 1934-35, 2,747,163 yen 
($1,368,087) • 

JAPAN-WEST COAST OJ' SOUTH AMERICA LINE 

Duration of contract.-The contract runs for 5 years, from Jan
uary 1, 1930, to December 31, 1934. 

Frequency of sailin!/.s.-Twice every three months. 
Vessel equipmen;t.-Four vessels of 7,000 to 9,700 gross tons each, 

. with a speed of 14 to 16 knots. 
Subsidy.-The authorized subsidy for the new west coast of South 

America service has been increased somewhat as compared with the 
amounts under the contract which expired in 1929: Old contract: 
1928-29,1,791,416 yen ($892,125) ; 1929-30,1,825,403 yen ($909,050). 
New contract: 1930-31, 2,227,026 yen ($1,109,059); 1931-32, 2,186,-
932 yen ($1,089,092); 1932--33, 2,218,078 yen ($1,104:,603); 1933-34, 
2,04:3,672 yen ($1,017,749); 1934-35, 2,058,454 yen ($1,025,110) . 

.. Brltlab Department of Overseas Trade: Report on Economic Conditions In Japan to 
June 80, 1928, p. 69, and aimaor report to June 30, 1929, p. 70. 
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NAVIGATION BOUNTIES 

LAW OF OCTOBER 1. 1896 

The law of October 1, 1896, granted navigation bounties to steel 
and iron ships owned exclusively byJ apanese subjects and plying 
between Japanese and foreign ports. The bounty was 25 sen 
($0.125) per gross ton per 1,000 miles sailed to vessels of 1,000 gross 
tons operating at 10 knots speed, with an increase of 10 per cent for 
each additional 500 tons up to 6,000 gross tons and a 20 per cent in
crease for each additional knot up to 17. Foreign-built vessels were 
admitted to navigation-bounty privileges if less than 5 years old 
and owned exclusively by Japanese subjects. 

Navigation-bounty payments under the original law were: 1896, 
1,027,275 yen ($511,582); 1897, 2,127,086 yen ($1,059,288); 1898, 
4,132,123 yen ($2,057,797) ;1899, 5,846,956 yen ($2,911,784); a total 
for the four years of 13,133,440 yen, or $6,540,451. 

The provision o.f the 1896 law permitting new foreign-built ves
sels to obtain navigation bounties was considered too generous and 
a detriment to the new Japanese shipbuilding industry. Accord
ingly, the act was amended so as to reduce the navigation bounties 
paid foreign-built vessels less than 5 years old to one-half the origi
nal rates. On Japanese-built vessels a reduction in the bounty rate 
of 5 per cent annually was made on vessels more than 5 years old, 
ending with the fifteenth year. 

MODIFICATION OF 1909 

The navigation-bounty changes provided by the law of 1909 in 
effect combined the two former types of botmty as given under the 
originallaw, namely, a fixed payment for specified route services and 
general navIgation bounties for operation under certain conditions. 

The law, which became effective January 1, 1910, provided that 
shipping companies operating to Europe, North America, South 
Anierica, and Australia should be granted subsidies for 5-year periods 
on a mileage basis. 

The principal features of the new law may be summarized as 
follows: . 

1. The European, Australian, North American, and South Ameri
can lines that were operating under the provisions of previous laws 
were permitted to continue under the old system until the expiration 
of their contracts in 1914, but if so they were not eligible to the 
provisions of the new law. 

2. Navigation bounties were limited to vessels of 3,000 gross tons 
and upward, of 12 knots speed, and less than 15 years old. . 

3. Bounty rates were 50 sen ($0.25) per gross ton per 1,000 mIles 
sailed, with no progressive extra allowances for size; 10 per cent 
increase for every mot of speed above 12 knots j 5 per cent reduction 
in subsidy rates annually to vessels after the fifth year of age. 

4. Foreign-built vessels less than 5 years old were not excluded 
from bounty privileges. . . 

5. Passenger and freight rates were to be approved by the MiID.S
ter of Communications, and the vessels were to carry studen!s III 
navigation. The personnel in foreign offices must be exclUSIvely 
Japanese. 
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6. Routes, number of vessels, type and age, terminals, number of 
voyages, and methods of payment of bounties were to be determined 
by the :Minister of Communications. 

7. An increase of 25 per cent above regular bounty rates was 
provided for vessels built to Government plans and specifications. 

In 1915 the Diet construed the law to include the subsidizing of 
companies which may be ordered by the Government to operate lines 
other than the transoceanic lines . 

.. ORDERED" SHIPPING SERVICES OF JAPAN 

The entire shipping service of Japan, in so far as the national in
terest is concerned, now is "ordered" by the Department of Com
munications. Table 68, based upon data in the Financial and Eco
nomic Annual of Japan for 1930, recites the lines, sailings, vessel 
equipment, contract period, etc., of these ordered services. 



TABLE 68.-SHIPPING SERVICES ORDERED BY THE JAPANESE DEPARTMENT OF COMMUNICATION 

Lines Number of vessell, and KrOSS tonnage and Ipeed of eaoh Frequenoy of sailings Duration of con· 
traot Oontraotlnll oompany 

Mall service: . 
Yokohama·London lin ••••••••••••• 10 or mor.: over 7,800 toni: ov.r 16 knots................ Ono. or more every fortnight •••••• A~'Qr..tr~g2. to NIppon Ywen K"Rho. 

Yokohnma·M.lbourno lin ••••.••••• 8, ov.r 6,000 tons: ov.r Ie knola.......................... Once or more a month ••••••••••••••••• do........... Do. 
North Amerlcen servloe: 

S.n Fr.nol.oo lin.......... •••• ••••• 8, under Ie y •• rs: 13,000 to 14,000 toni: 18-20 knots....... Once or more every 8 weekI .•••••• Jan. I, 1930, to 
Dec. 81, 19S4. 

Do. 

2 additIonal: over 10,000 tons: ov.r 17 knola •••••••••••••• 

Once or IDore every' week........ J08".;C..'~~~3. to 

10 tImes or more 0 y.or •••••••.••••••••• do •••••••••• 
South AmerIcan .ervlce: 

So.tll.llne...................... ••• 8, under 15 years: 11,000 to 12,000 tons: 17-19 knola •.••••• 

Weat ooost llno ••••••••••••••••••••• 4, under 16 yean: 7,000 to 9,700 tons: 14-10 knots •••••••• Twlc.ln 8 months •••••.•••••••••• Jan. I, 1930, to 
D.c., 1934. 

Eost oo.st lin •••••••••••••••••••••• 6, und.r Ie years: 7,000 to 0,600 tons: speed, 115-17 ••••• do ••••••••••••.••••••••••••••••••••• do ••••••••••• 
knots.' 

Do. 

Do. 

Do. 

Os.k. Shosen Kalsh •• 

African servIce: 
Eost ooost IIno. •••••••••••••••••••• 4, undor 28 ye.rs: ov.r 6,500 tons: ovor 14 knola... .•.••• .•• Onoe or more. month ••••••••••.• .APM./~~g32.to 

South S ••• orvlce: 

Do. 

J.v.lln •••••••••••••••••••••••••••• 
Obln. oo.st servloe: 

South lin ••••••••••••••••••••••••••• 
North lin •••••••••••••••••••••••.•• 

ChIn. sorvlce: 
Sh.nghal·Bankow lin ••••••••••.•.• 
B.nkow·loh.ng lin •••••••••••••••• 
H.nkow·~I.ngt.n lIn •••••••••••.•• 
H.nkow·Ch.ngtu lin •••.••••••••••• 
Ich.ng·Ohungklng 11n ••.••••••••••• 

DaIr.n11no ••••••••••••••••..•.•.......• 

~~t=~~g~fn~~~I~~:::::::::::::::: 
Yokobam ... Sh.ngballln •••••••••••••••• 
Nortb Cblna service: 

Kobe-Tientsin lin •.•••.•••.•••••••• 
Yokoham ... N.wohwang 11n ••••.•••• 

Cblngtou service ••••••••••••••••••••••• 

4, under Ie y.ars: ov.r 8,500 tons: ovor I~ knot............. Onco or more .v.ry 8 w.ok •••••••••••••• do... .••••••• N.nyo Yusen K.laha. 

2, under 16 ycars: ov.r 2,000 tODS: ov.r 12 knots.......... 8 times or mar. B month •••••••••••.•••• do........... Nlsshln Kls.n Kalsha. 
2, und.r Ie y.ers; ovor 2,000 tons; over 12 knots •.••••••••••.•• do ••••••••.••••••••••••••••••••••••• do........... Do. 

8 or mor.; over 2,000 tons; ov.r 12 knot... •••••••••••••••• IH times or more a month ••••••••••••••• do........... Do. 
8, over 1,600 tons: over 11 knots ,........................ 5 times or more a month ••••••••••••••• do........... Do. 
2, over 800 ton.; over 9 knot •••••••.••••••••..•.••.•....• 8 times or moro a month , •••••••••••••• do........... Do. 
I, ov.r 800 tons: over 9 knot.. ••••••• ••••••••••••••••.••• Twice or more 8 montb , ••••••••••••••• do.... .••••. • Do. 
In summ.r-2, under 15 ye.r.: ov.r 500 ton.; over 14 4 time. or more a month t ••••••••••••••• do.. .•••••••• Do. 

knots. In wlnt.r- 2, ovor 250 tal,s: over 11 knots. 
4, thr •• of th.m under 20 y.ars: over 6,000 tons: over 16 Twloe or more a w •• k ••.••••••••••••••• do........... Osaka Bhos.n K.lsha. 

knots. 
2, und.r 15 years; ov.r 5,000 tons; over 2(l knOll •••••••••••• 4 vcsse)s~ ••• ____________ .. _______________________________ .. 

8 vea.els .•••••••••••••••••••••••••••••••••••••••.•••••••• 
g~~: ~~ :::~~: :v:~~:.~~:.~:::::::: :::::~~::::::::::: NIP~~ Yus.n KaI.ha. 
6 tim •• or more a month ••••.••.••.••••• do........... Do. 

8, under 16 years; over 1,500 tons: over 12 knots........ •••• Once or more a w.ek •••.•••••••••...•••• do ••••••••••• 
4, ovor 1,600 tons; over 12 knots .. ______________________ .. __ 4 times or more a month ________________ do __________ _ 
8, over 3,000 taos; ov.r 18 knots.... ....................... 6 tlm.s or mar. ~ month ..••...•••••••••• do •••••••••.• 

Kinkal Yuseo Kalsha. 
Do. 

NWf.'k~ r~s~':. ~:::g:l 
Harada Kls.n Kal.ba.: 

I Provld.d that In the perIod during whloh the w.ter of the rlv.r I. dlmlnl.hed 2 v .. sels mny be employed . 
• Provld.d tba.t In tbe period during wbleh the water at the river Is diminished tbe navigation may be .uspended or the regular servIce decreased. 
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Lines 

Sea of Japan Ien1ce: 
VladIvostok, direct lIDe •••••••••••• 

Vladivostok clrcultou&lIDe ••••••••• 
Karafuto line ••••••••••••••••••••••• 

Petropavlovsk lIDe ••••••••••••••••••••• 

Chosen west coast Jlne ••••••••••••••••• 
Line connecting N awa wltb Kagosblma. 
Line connecting Nawa with O.aka ••••• 
Line connecting Bokkaldo with Honsbu. 

Near Eest service •••••••••••••••••••••• 

Number ot vessell, and groll tonnage and lpeed ot each 

I, over 2 000 tona; over 13 knots ••••••••••••••••••••••••• 

I, under 26 yean; over l,liOO tona; over 11 knots •••••••••••• 
2, over 1,300 tons; over 12 knots .•••••••••••••••••••••••• 
I, under 26 years; over l,liOO tons; over 10 knots •••••••••• 

FreQ.uency of salllDgs Duration of con· 
tract 

Once or more a week •••••••••••••• Apr., 1929, to 
Mar., 1932. 

8 or more every 2 months •••••••••••••••• do ••••••••••• 
6 times or more a montb •••••••••••••••• do ••••••••••• 
Once or more a montb ••••••••••••••••• do ••••••••••• 

2, under 20 year5; over l,liOO tons; over 10 knots............ TwIce or more amonth ••••••••••••••••• do ••••••••••• 
2, over 1,200 tons; over 12 knots ••••••••••••••••••••••••••••••• do •••••••••••••••••••••••••••••••••• do ••••••••••• 
2, over l,liOOtons; over 10 knots........................... 4 times or more a montb ••••••••••••••••• do •.••••••••• 
2,over 800tons; overIOknots ••••••••••••••••••••••••••••• Once or more every day •••••••••••••••• do ••••••••••• 

Vessels navigating regularly between Japan and Europe Twice or more every 3 months ••••••••• do ••••••••••• 
employed; over 6,000 tons; over 14 knots. 

Service call1Dll at Babana •••••••••••••• VesselB navigating regularly between Japan and tbe Once or more every 2 months •••••••••• do ••••••••••• 
United Stetes employed; over 6,000 tons; 14 knots . 

• Provided that durlDJ tbe winter tbe navigation may be suspended. 
Souroe: Financial and Economic Annual of Japan, 1930; pp. 21,.214. 

Contracting company 

Klta Nlbon Kisen Kal· 
eba. 

KawlI'BkI Kisen KaI.ha.
Klnkal Yusen Kalsha. 
KuribaYBSbi Sbosen 

Kal.ba. 
Cbasen Yusen Kalsba. 
Osaka Sbasen Kalsba. 

Do. 
Klta Nlbon Kisen KaI· 

.ba. 
Nippon Yusen Kalsba. 

Do. 



JAPAN 339 

Of the 32 lines included in Table 68, 9 extend beyond Asiatic 
waters. All lines are ordered on a 3-year basis from April, 1929, to 
March 1932, except those- to Seattle, San Francisco, and the west 
coast of South Ainerica, which are on a 5-year basis, beginning in 
January, 1929 or 1930, and ending in December, 1933 or 1934. 

PROPOSED CARGO-VESSEL NAVIGATION BOUNTY 

Recently a new development in the shape of a proposal for navi
gation bounties for cargo vessels has received considerable attention. 
Under thisflan the Ministry of Communications proposed to grant 
a subsidy 0 5,000,000 yen ($2,490,000) a year for two years, accord
ing to the North China News for August 25 and September 2, 1930. 
This amount was to be limited to vessels in the overseas services, of 
at least 4,000 gross tons, 12 knots speed: and not more than 20 years 
of age. Vessels in the mail services or subsidized services and those 
registered after Sept.ember 1, 1930, were excluded from the benefits 
of the proposal, and only those owners who operated fleets of at least 
40,000 gross tons were considered in the plan. The subsidy rate was 
fixed at a figure of about 15 sen ($0.075) per ton per 1,000 miles 
sailed. 

This stimulus to Japanese cargo vessels would,. it was thought, 
place them in a position, through employment, to yield additional 
freight income of 48,000,000 yen ($23,900,000) annually, including 
]0,500,000 yen by the Nippon Yusen Kaisha, 15,300,000 yen by the 
Osaka Shosen Kaisha, 3,500,000 yen by the Kokusai Kisen Kaisha, 
7,500,000 yen by the Mitsui Bussan shipping department, and 4,500,000 
yen by other steamship companies. It was estimated that during thl:l 
previous year freight revenues of Japanese steamship companies had 
declined by about 40,000,000 yen. 

BUDGET ESTIMATES OF SUBSIDY REQUIREMENTS 

Japan's budget estimates covering contract services and navigation 
bounties for 1914 and 1915 and certain years from 1920 on are shown 
in Table 69. From one-half _ to two-thirds of the total expenditures 
are for the principal overseas lines, while the remainder was pro
vided for the Asiatic services and South Pacific services. 

TABLE 69.--J"APAN·S BUDGET ESTDU.TEB I"OB CoNTRACT SERVICES AND NAVIGATION 
BOUNTIES 

Total budget estimates Japanese 

If:i~:tt 
Central Cbosen Taiwan Sakhalin 

Fiaca\ year 1 Oovem- (Ko ..... ). (Formosa). and South 
Yen men', yen yen yen Sea man-

Stales dales. yen enrrencyl 

1914--15 ______________________ T,677,28O 13,781,060 6,325,339 339,94l 1,012,000 

m 1911>-16 ______________________ 7,000,132 3,887,655 6,377,447 510,885 1,012,000 
1920-21 ______________________ 7,886,115 3, 972, 236 6,391,875 362, 440 1.132,000 
11121-22 ______________________ 10,888,233 5,210,359 8,852,355 881,878 ('j m 1=-23 ______________________ 7,538,740 3, 824, 626 6,688,4n 870,269 ~ 1923-24 ______________________ 7,869,686 3,646, 189 8,825, 787 843,899 
1926-27 ______________________ 10, 064, 867 4,841,201 8,002,243 997,000 1,405,624 760,000 
1927-28 ______________________ 10,001,263 4, 6112, 593 6,838,639 997,000 . 1,405,624 766, 000 
J92S-29 ______________________ 10,241,822 4, 705, 093 8,832,731 994, 500 1,622, 291 7112,300 
1929-30 ______________________ 10,823,924 5,102,398 7,381,000 992,000 1.675, 624 795,300 

! ~.J:t .... ~~~:J'!g!·for flscaI year9 as follows: $0.4925 ~or 1914--15; $0.41121. for 1911>-16; $O.603~ 
for 1920-21; $0.4795 for 11121-22; $0.4808 for 1=-23; $0.4784 for 1923-24, $0.481 for 1926-27. $0.4692 for 1927-28. 
$0.4594 fOlI92S-29; $O.4n4 for 1921HO. 

• Data not available. 
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CONSTRUCTION BOUNTIES 

LAW OF OCTOBER 1, 1896 

Up to the passa.ge of the construction-bounty law of October 1, 
1896, shipbuilding in Japan had lagged. During the war with 
China all available facilities were used in the repair of vessels, and, 
following hostilities and the enactment of the construction bounty 
law, practically all the tonnage necessary for the new lines estab
lished was ordered in Great Britain. In 1895 a 1,560-gross-ton 
steel vessel was launched at the Mitsubishi's Nagasaki. yards, the' 
first steel vessel over 1,000 gross tons to be built in Japan. . 

The law of 1896 granted Japanese shipyards a bounty of 12 yen 
($5.98) per ton on vessels between 700 and 1,000 gross tons and 20 
yen ($9.96) per ton on vessels of 1,000 gross tons and upwards. In 
addition, a bounty of 5 yen ($2.49) per horsepower was granted on 
all en~es constructed in Japan. The law stipulated that Japanese 
materIals only should be used unless authority to use foreign mate
rials was granted by the Minister of Commurucations. 

While the navigation-bounty provisions of the 1896 law (see p. 335) 
were considered too high, the construction bounties were thought 
insufficient, due to the lack of native materials, of modern ship
building equipment, and of trained shipbuilding personnel. Despite 
this a 6,000-gross-ton vessel was launched from the Mitsubishi's 
Nagasaki. yard in 1898. Added incentive to contract for tonnage 
in national yards was provided by the 1899 modification of the 
navigation bounties paid to foreign-built vessels. 

MODIFICATION OF 1909 

In the revision of 1909 construction bounties were restricted to 
steel vessels of at least 1,000 gross tons, built in Japanese shipyards, 
and were based upon type of vessel. For this purpose vessels were 
divided into two classes, known as A and B, and four grades. 

Class A vessels comprised vessels equipped with 50 or more first 
and second class berths, or with one first or second class berth for 
each 100 tons of gross tonnage. Class B comprised all other vessels 
not qualifying for class A. 

Grade 1 included ocean-going vessels of 500 gross tons and upwards 
with a speed of 8 knots or more. Grade 2 included vessels of a 
gross tonnage of at least 100 tons suitable for navigation in the near 
seas or Asiatic coast as far south as Hong Kong. Grade 3 included 
vessels of at least 25 gross tons, of a sl?eed of at least 6 knots, and 
suitable for the coastal trade. Grade 4 lllcluded vessels suitable only 
for smooth-water navigation. 

The rates of construction bounty grants under this law were as 
follows: 

Class A-grade 1, 22 yen ($10.96); grade 2, 21 yen ($10.46); 
grade 3, 19 yen ($9.46); grade 4, 14 yen ($6.97). 

Class B-grade 1, 19 yen ($9.46); grade 2, 18 yen ($8.96); grade 
3, 16 yen ($7.97); grade 4, 11 yen ($5.48). 

RestrictIOns were placed on the materials entering into the con
struction of vessels on which construction bounties were granted. 
Certain heavy parts, such as the rudder, stern post, shafting of more 
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than 7 inches diameter} the wheels, spindles, and turbine blades, and 
other parts not manutactured in Japan were not required to be.of 
Japanese manufacture in vessels of less than 3,000 gross tons, while 
windlasses, winches, rudder machinery, pumps, life boats, ash hoists, 
and transformers on vessels between 3,000 and 5,000 gross tons were 
required to be of domestic manufacture. 

A further bounty of 5 yen ($2.49) per horsepower was granted 
for vessel machinery built in Japan. 

Hull, machinery, and equipment were subject to specifications laid 
down by the Minister of Communications. 

SHIP CONSTRUCTION UNDER 1909 LAW 

The law of 1909 did not produce the expect~d results. The rela
tionship between Japanese-built and imported vessels during this 
period is stated in Table 70. 

TABLIII 70.--JAPANESE PBoDUCTION AND IMl'OBTATION OF VESSELS UNDER LAw OF 
1909 

'

Vessels boot in Vessels imported into 
Japan Japan 

________ y_e&r ________ '\ Number Gross tons _N_Uln_ber_11_G_ross_to_ns_ 

190IL _________________ 0_ ___ _ _ _ _ ____ _________ __ _ _ _ _ _ _ _ __ ____ 68 
IU10_________ __ ____ ______ _ __ _ _ _ __ _ _ _ ____ _ ___ __ ___ _ __ _ _ _ _ _ _ __ 71 
IU1L_______________________________________________________ 137 1UI2________ _____ ___ __________ ______________________________ 170 
1913________ _ ___ _ _ __ _____ _ _ _ __ __ _ _ __ __ __ __ _ _ _ _ __ ___ __ _ _ ___ _ _ 112 

50,000 
35,000 
43,000 
43,000 
54,000 

8 8,000 
20 40,000 
49 l29. 000 
24 49,000 
27 65,000 

Thus the tonnage built in Japan at no time during the 5-year 
period reached an average size of vessel suitable for ocean service, 
except in certain individual ships for overseas subsidized lines, 
while the imported tonnage averaged upward of 2,000 gross tons 
per vessel for the period. As compared with an average annual 
production of 30,000 gross tons prior to the Russo-J apanese War 
of 1905, production had increased by approximately one-half, but 
in no year was the 1908 record of 68,000 gross tons reached until 
war conditions in Europe actually became manifest. 

Imports of vessels following passage of the law of 1909 were not 
so large as during the peak of the Russo-Japanese War period, but 
were higher than during the period immediately prior to that war. 

BOUNTY PAYJIIENTS UNDEB 1896 AND 1909 LAWS 

The total amount of ship-construction bounties granted by the 
Japanese Government under the laws of 1896 and 1909, with amend
ments is stated in Table 71. This covers 20 years of the 22-year 
period from 1891 to 1918, the figures for 1912 and 1913 not being 
at hand. 
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TABLE n.-TOTAL SHIPBUILDING BOUNTIES GRANTED BY JAPAN UNDER LAWS OJ" 
1896 AND 1909 

Year 

1897 _______________ _ 
1898 _______________ _ 
1899 _______________ _ 
1900 _______________ _ 
190L ______________ _ 
lIH12 ____ • _________ _ 
1903 _______________ _ 
1904 _______________ , 
1906 _______________ _ 
1906 _______________ _ 
1907 _______________ _ 

Construction bounties 

Yen 

Equivalent In 
u. S. currency 

At par 
At aver· 
8geex· 

change' 

Year 

Construction bonnties 

Yen 

Equivalent in 
U. S. currency 

At par 
At aver· 
age ex· 

change 1 

---11------·1---------
13,066 

214,498 
187,175 
161, 143 
578, 223 
418, 442 
433,167 
203, 259 
82,966 

499,647 
679,747 

$6,51Y7 
106,820 
93,213 
80,219 

287,965 
~,384 
215, 717 
101,223 
41,317 

248,824 
338,514 

$6,513 
106,927 
93,307 
79,524 

286,220 
~,593 
215,761 
99,922 
40,994 

247,325 
33b, 747 

1908 ________________ 1,604,576 $799, 07\l $794, 265 
1909 ________________ 1,284,052 639,458 637,403 
1910 ________________ 1, 122, 813 559,161 656, 242 . 
191L._. ____________ 1, 162, 429 578,890 575, 286 
1914 ________________ 1,646,528 819,971 812,397 
IJI6 ________________ 1, 657, 010 775,391 762, 623 
1916 ________________ 3,076,946 1, 632, 319 1,543,396 
1917.. __________ . __ 5, 231, 829 2, 605, 451 2, 650, 968 
1918 ________________ 2, 49J.679 1,244,840 ~ 

Total ________ 22,657,195 11,283,283 11,340.998 

I The rates of exchange nsed were: 1897-18l19, $0_4985 to the yen; $0_4935 for 1900; $0.495 for 1901; $0,498 for 
1902; $0.4981 for 1903; $0.4916 for 1904; $0_4941 for 1905; $0_495 for 1906; $0.4954 for 1907; $0,495 for 1908; $0.4964 
for 1909; $0,4954 for 1910; $0_4949 for 1911; $0.4934 for 1914; $0.4898 for 1915; $0.5016 for 1916; $0_5067 for 1917; 
$0.5147 for 1918. 

Thus, construction bounties averaged $565,000 annually during the 
history of this form of aid to shipbuilding, the years 1912 and 1913 
excepted. 

END OF CONSTRUCTION-BOUNTY SYSTEM 

The profits of the shipbuilding industry were so large (see p. 330) 
that there was no reason for continuing the construction-bounty sys
tem. Moreover, the drain on the public treasury was felt and public 
support to the system weakened. In 1913 only 5 vessels qualified for 
construction bounties and the amount granted WllS 990,000 yen 
($493,020 at par or $490,248 at average exchange for the year) ; in 
1914 bounties were granted to 16 ships, in the amount of 1,630,000 
yen ($8111740 at par or $804,242 at average exchange) ; in 1915, 15 
ships receIved 1,550,000 yen ($771,900 at par or $759,190 at average 
exchange) ; in 1916, 37 ships received 3,070,000 yen ($1,528,860 at par 
or $1,539,912 at average exchange). An investigation was made 
during the early part of 1917 as to the construction-bounty liability 
of the Government for the year, which disclosed that the Government 
might be called upon to grant bounties to 190 vessels aggregating 
950,000 tons. The construction-bounty law was repealed on July 24, 
1917 t the effect of which action was to restrict the grants to vessels 
whiCh had been recognized as eligible to bounties prior to July 24, 
1917, and which would be completed and afloat by September 30, 
1918. 

The following comment on the construction-bounty system of 
Japan is made by Gotari Ogawa, Member of the Imperial Diet, 
dean and professor of public finance in Toyo Kyokai University:1" 

On the whole, the policy of encouragement failed to accomplish what was 
expected of ft. When the demand for steamships iIi.creased with the increase 
in trade, the shipyards prospered: but the promotion of shipbuilding failed to 

.. Ogawa: 'I'he Elfect of the World War Upon the Industry of Japan; Economic and 
Social History of the World War, Japanese Series, p. 245. 
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encourage the development of sbipping. On the other "hand the development 
of shipping during the Russo-Japanese War, when the importation of foreign 
vessels was extraordinarily active, produced the activity of the shipyards 
in 1908. But from then on the industry failed to derive much value from the 
various laws passed for its encouragement. 

STEEL BOUNTY LAW OF 1917 

Japan's dependence upon foreign steel and iron for shipbuilding 
caused official action following the abolition of construction bounties. 
Official consideration of the necessi1;y for stimulating nativ~ produc
tion had previously been given at Yawata. In 1915-16 the question 
of iron ores and t~e develoPD?-ent of the native st~el and iron industry 
was repeatedly dIscussed, wIth the result that m July, 1917, a law 
was passed for the ;t>urpose of encouraging the steel industry gen
erally and shipbuildrng materials particularly. 

AMENDMENT OF 1921 

In 1921 the law was amended to limit steel subsidies to Japanese 
products applicable to naval or merchant vessels only, the bounty 
being 12 to 15 per cent of the value for steel ingots and slabs and 15 
per cent of the value for other steel materials, the value to be deter
mined by the Minister of Agriculture and Commerce by fixing the 
standard on the basis of the imported price of the materials in the 
following categories: 

1. Steel ingots and steel shapes for tempering; 
2. Bars and rods, including tees, angles, and turbine blading; 
3. Sheets and plates; 
4. Tubes and pipes, not including those of cast iron and steel. 

This amendment went into effect July 20, 1921. 

AMENDMENT OF 1926 

On April 10, 1926, an amendment became effective by which cer
tain manufacturers of pig iron, steel, rolled steel products, forged 

" and cast steel products, and blast-furnace by-products were given the 
powers of expropriation or use of land conferred by the land expro
priation law of 1917, and were further to be exempted from thebusi
ness tax, business-profits tax, and income tax for the year in which 
their plant reaches completion and for the subsequent 15 years, pro
vided the completed plant is ready within specified periods varying 
from two to seven years. A proportionate exemption was also con
templated in respect of plant put into operation before the minimum 
capacity (35,000 metric tons of pig iron annually) qualifying for 
exemption has been reached, provided the requisite mirumum is 
finally attained within the period of 15 years. 

Freedom from taxation was also granted under similar conditions 
to firms that installed machinery for the manufacture of articles of 
wrought or cast steel to a minimum of 5,250 metric tons annually, 
and also to manufacturers of low-phosphorous pig iron, of crucible 
steel, or of electrically smelted iron to a minimum of 2,500 metric 
tons annually. . ' . 

The exemption from Government taxation was accompallled m 
general by corresponding freedom from local imposts. 
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The subsidies which are paid to firms engaged in the manufacture 
of pig iron -and steel vary in amount from 3 to 6 yen per metric ton 
($1.49 to $2.99 per ton of 2,204.6 pounds) of pig iron produced. 

In addition, subsidies were to be paid to makers of steel plates 
and other steel articles in respect of such quantities of steel products 
as may be used in the building or repair of iron or steel ships. These 
subsidies are as follows: 

On steel ingots and steer shapes, 15 per cent ad valorem; on bars 
and rods, 18.33 yen per metric ton; on plates and sheets (a) not 
exceeding 3 millimeters in thickness 2~.33 yen per metric ton, (b) 
exceeding 3 millimeters 18.33 yen per metric ton; on pipes and tub
ing (a) not exceeding 150 mi~limeters i~ i~ternal diameter, 18 per 
cent ad 'valorem, (b) exceeding 150 mIllimeters, 15 per cent ad 
valorem. • 

Further help to the Japanese industry is given by exemption from 
import duty, for a period of 15 years, of tools, machinery, and other 
material required for iron and steel productionP 

JAPANESE MARll'IME CREDIT 

Capital requirements for shipping equipment have increased 
enormously in Japan as elsewhere. Japan, unlike Sweden and the 
United States, does not directly lend money for ship construction 
from public loan funds especially created for that purpose. There 
are no ship-mortgage banks such as may be found in the Netherlands, 
Swedent and, to a small extent, Norway, although a proposal for a 
special bank for advancing Government funds to shipowners and 
shipbuilders was announced in the Japan Advertiser of August 31, 
1929. 

The relationship between the Government of Japan and shipping 
finance resembles in principle that of the Government of France, 
in that public credit is extended through selected banks by special 
laws or through general powers under their charters; the direct 
Government appropriation as an interest subsidy to the banks for 
this purpose during 1930 was only 83,000 yen ($41,000 at J?ar). The 
close relationship between the Government and the banking system 
of Japan obviously places the Government in a dominant position in 
respect of the use of public credit for the promotion of shipping or 
shipbuilding enterprises. 

For the past decade the question of shipping finance has been 
discussed in Japan, and various measures for low-rate loans have 
been proposed. The demand for capital may be observed in the 
figures of shipping and shipbuilding bonds and debentures out
standing in Japan at the end of the years 1923 to 1928, being 
72,000,000 yen ($35,856,000 at par of exchange) for 1923; 82,000,000 
yen ($40,836,000) in 1924; 121,000,000 yen ($60.258,000) in 1925; 
116,000,000 yen ($57,768,000) in 1926; 141,000,000'l'en ($70,218,000) 
In 1927; 196,000,000 yen ($97,608,000) in 1928; and 193,000,000 yen 
($96,114,000) in 1929.18 

.. Board of Trade Journal. Aug, 12 1926 . 

.. Bratter, Herbert M.: Japanese Banklng..r.. p. 155; issued as Trade Promotion Series 
No. 116 by the Bureau of Foreign and vomestlc Commerce, Washington. See also 
EconOmic Statistics of Japan, 1929, p. 71, lssued by the Bank of Japan. 
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During the W orId·W ar Japanese bankers made large advances 
on. the security of ships.. The postwar ~hipping ~epression prevented 
shipowners from repayIng loans and In some Instances even inter
est on the loans, which led some banks to take over the ships and 
operate them. The general result was to make shipping securities 
less attractive at a period when the Japanese shipping industry had 
ventured into the world trades generally,. in competition with estab
lished, experienced world services. 

Japanese shipping was concentrated early into large units. The 
purchase of vessels by the Government and subsequent transfer of 
this equipment to private companies placed the operating companies 
in an excellent position as owners of low-cost tonnage. The rela
tively short range of operation in Asiatic waters did not require 
expensive replacement of vessels .. The Government subsidy of 8 
per cent on paid-up capital, as was the case of the Nippon Yusen 
Kaisha, made that concentration of shipping an attractive field for 
capital. A result was the building up of large reserves for all pur
poses, upon which the companies could draw during periods of de
flation. For several years the Nippon Yusen Kaisha paid its divi
dends partly out of its dividend-equalization reserve fund, which in 
1922 amounted to .19,800,000 yen ($9,860,000). 

However, the great liner companies which maintain the 
"ordered" sea communication system of Japan have not been as 
active in the agitation fo~ low-interest Government loans as have 
been the charter-tonnage owners, who, as stated, have concentrated 
their tonnage into large operating units. Next after the Nippon 
Yusen Kaisha and the Osaka Shosen Kaisha, the Kokusai Kisen 
Kaisha (International Steamship Co.) operates the largest fleet 
under Japanese registry, including 47 cargo vessels of an average 
gross tonnage of ab()ut 5,250 lI-nd a total tonnage of 247,236 gross 
tons, al],. built during 1919 and 1920. The largest indirect loan of 
public funds in recent years has been to that company. 

SPECIAL-BANK FACILITIES 

THE DEPOSITS BUREAU 

The public and private financial system of Japan is so organized 
that promotion of essential industries in the public interest may be 
undertaken by the Government. Many industries are Government 
monopolies and some, like the steel industry, are directly promoted 
by the Government through Government-owned plants and through 
authorized bounties and other privileges. 

The source of public funds which find their way into shipping 
enterprises is the Deposits Bureau of the Ministry of Finance, which 
is a repository for public funds!9 To it are intrusted the J,>ostal sav
ings and postal transfer sav~ngs (which together form. Its larg~st 
account), the proceeds of savmgs and reconstru~tlOn savmgs certifi
cates, and· certain sums transferred from speCIal accounts of the 
Government. . 

Moneys thus received by the Deposits Bureau are invested in 
national, prefectural, municipal, and Hypothec Bank bonds, princi
pally j in foreign government bonds j and in direct and indirect ad-

.. Bratter, op. elt., p. 218. 

85083-32--24 
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vances to various organizations, both public and private, domestic 
and foreign. Investments may be made" solely for the benefit of 
the State and the public welfare in a profitable and safe manner." 
One of the bureau'~ chief activities is the making of loans to special 
banks not authorized to issue debentures and to Japanese and foreign 
organizations which the Government may desire to assist. Such 
loans are those to the Government-controlled Bank of Chosen, Bank 
of Taiwan, the Oriental Develo{>ment Co., and through these and 
other organizations to steamshIp, railway, mining, and similar 
companies. 

THE INDUSTRIAL BANK 

Among the special banks through which the Deposits Bureau oper
ates is the Government-controlled Industrial Bank of Japan (Nippon 
Kogyo Ginko), established in 1902 as a joint-stock company under 
the law of 1900 providing for the organization of a bank to advance 
long-term fundS on the security of movable property. The Indus
trial Bank was primarily designed as an institution to furnish in
dustry with long-term loans on the security of national, prefectural, 
or municipal bonds, company debentures and shares, mortgages of 
estates, lands and buildings, etc. To raise funds for various opera
tions, the Industrial Bank was granted the power to issue debentures 
not exceeding 10 times the amount of its paId-up capital. 

Apart from its function of aiding in the distribution of loanable 
capital within Japan, the Industrial Bank was designed to bring 
foreign capital into the country at favorable opportunities. Thus, 
in August, 1924, an issue of 6 per cent notes was offered in New York 
at 99¥h to mature in 1927. The amount of the issue was $22,000,000, 
bearing the guaranty of the Japanese Government. 

The Financial and Er.onomic Annual of Japan for 1930 gives 
among the present charter functions of the Industrial Bank of Japan 
the following: 

(8) To make, on mortgage of ships or ships under construction, loans which 
shall be redeemable by annual installments within a period not exceeding 15 
years, or at a fixed term of not more than I) years; (9) to make loans on 
.recurity of shipbuilding materials or equipment. 

Because of the extreme depression in the shipping business, the 
Industrial Bank for several years prior to 1929 had discontinued 
making advances to shipping companies. The Japan Advertiser of 
May 19, 1929, reported the resumption of this activity. It stated 
that 2,800,000 yen had been advanced on the security of seven 
medium-sized vessels. Advances were for less than 15 years and 
bore interest at 8 or 8% per cent. 

ADVANCES TO SHIPPING AND SHIPBUILDING 

KOKUSAI KlSEN KAISRA 

Further information on these operations is seen in a statement 
of outstandin~ advances of the Deposits Bureau issued by the 
Ministry of Fmance in March, 1929, where, under the general head 
of investments in home enterprises, is listed an amount of 32,500,000 
yen ($16,185,000). of which 29,200,000 yen ($14,542,000) represents 
advances to the Kokusai Kisen Kaisha. . 
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Other raDiifications of the Kokusai Kisen Kaisha and its relation 
to shipping and shipbuilding finance were shown when the failure 
of the Fifteenth Bank in April, 1927, caused the failure of the 
Kawasaki Dockyards, one of the two principal shipbuilding com
panies in Japan. From 1924 the dockyards company paid dividends, 
drawing on reserves to do so. Among its reserves listed soon after 
the failure were securities that included 876,472 shares of the Kokusai 
Kisen Kaisha. and 399,455 shares of the Kawasaki Steamship Co., 
owners of a fleet of about 20 vessels of 70,000 gross tons, on which 
an aggregate value of 33,218,000 yen ($16,543,000) had been placed. 

A number of considerations prompted both the Government and 
creditor banks to prevent the Kokusai Kisen Kaisha from going into 
liquidation. Sale of the fleet then owned at 60 yen ($29.88) was esti
mated to bring only 27,600,000 yen ($13,745,000), as against prErlerred 
liabilities of 71,700,000 yen ($35,707,000), including advances of 
29,200,000 yen ($14,542,000) by the Deposits Bureau through the 
Industrial Bank, loans of 30,000,000 yen ($14,940,000) by the In
dustrial, Dai-ichi, and Fifteenth Banks, and mortgage debentures of 
11,500,000 yen ($5,727,000). The Government was unable to sub
sidize -the vessels owing to their slow speed and irregUlar or tramp 
employment; cancellation of the advances made by the Deposits 
Bureau was believed inexpedient because of their amount and the 
possibility of loss of public confidence in the company; yet both the 
Government and the Industrial Bank feared the demoralizing effect 
of throwing such a large block of tonnage on the market through 
forced sale. 

The Industrial Bank, supported by the Government, took over 
control of the company, placed it under its own management, and 
obtained the shares held by the Kawasaki and other interests in 
exchange for cancellation of these interests' liabilities on indorse
ments of the Kokusai Kisen K8.isha bank loans. The Kawasaki 
interests surrendered shareholdings in the Kokusai paid-Up capital 
in the amount of 45,000,000 yen ($22,410,000) and other interests an 
amount of 14,000,000 yen ($6,972,000). These preliminary steps 
having been completed, officials of the creditor banks and the Gov
ernment prepared a plan of temporary readjustment which was 
approved by the Japanese Cabinet on December 22,1927.20 

BEOBGANIZATION PLAN 

The temporary plan was redemption of outstanding debentures by 
September, 1929, reduction of capital to 12,000,000 yen, cancellation 
of interest charges on loans by the Deposits Bureau and the three 
banks, the transfer of six vessels from the ownership of the Kawasaki 
Kisen Kaisha (Kawasaki Dockyards subsidiary), and the sale of the 
older vessels in the fleet to cover deficits in operations and redemption 
of debentures. 

A permanent reorganization plan then proposed for the considera
tion of the Diet provided for repayment of Deposits Bureau advances 
by appropriations from the Japanese Treasury, and the amo~~t of 

, the loan to be converted into capital stock to be held by the Ministry 
:, of Communications, thus making the Government a shareholder m 

• Report of Vice Consul George ;r. Haering. Kobe, ;ran. 4, 1928. 
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the steamship company; bank loans outstanding to be converted into 
capital stock to the face value of the loans. 

This still left the company in an inflated capital position as the 
assets, comprising tonnage only, were not considered worth more than 
30,000,000 yen. Assistant Trade Commissioner H. B. Titus reported 
on November 6, 1929, that a stockholders' meeting had then been held 
to consider a proposed cut in capital from 80,000,000 yen to 20,000,000 
yen for the purpose of covering past losses and writing off the book 
value of the vessels. The creditors agreed that both principal and 
interest might remain unpaid for the next five years. 

NIPPON YUSEN KAISHA 

While some shipping and shipbuilding securities were badly affected 
by the financial panic of 1927, some companies were placed in a 
favorable position to issue debentures by the resulting easy money 
market following in 1928. Thus the Nippon Yusen Kaisha, which 
was pressed by the Ministry of Communications to again undertake 
subsidized trans-Pacific services to California upon the inability of 
the Toyo Kisen Kaisha to continue its California services, undertook 
to finance its new tonnage. A partial amalgamation between the 
companies was effected, by which the Nippon Y usen Kaisha took over 
the California line and tbe west coast of South America line of the 
Toyo Kisen Kaisha and increased its (N. Y. K.) capital from 
100,000,000 yen to 106,250,000 yen (from $49,800,000 to $52,913,000). 

The Nippon Yusen Kaisha undertook to build a fleet of 9 motor 
ships, comprising 3 vessels of 51,200 gross tons for the California line, 
3 vessels of 34,800 gross tons for the Seattle service, 2 vessels of 23,600 
gross tons for the London service, and 1 vessel of 9,700 gross tons 
for the South American service, an aggregate of 119,000 gross tons. 
In respect of the financing of this building program the Far Eastern 
Review of March, 1930, states: 

When the Nippon Yusen Kaisha authorities decided to build these nine 
10,OOO·ton class motor ships, no doubt due chiefly to stimulation given by the 
improvement of service of foreign shipping companies operating in the Orient, 
a budget of 80,000,000 yen was appropriated. It was also decided then that 
debentures be issued to the amount of 60,000,000 yen and that the rest of the 
expenditures be covered by the reserves held by the company. The debentures 
were Issued in three lots; the first of the series was an issue of 15,000,000 
yen, bearing 7 per cent interest, but the second and the last were 15,000,000 
yen and 30,000,000 yen respectively, bearing 5.5 per cent interest. 

Concentration of large deposits in the principal cities and the cau
tion exercised after the 1927 panic combined to produce a super
fluity of funds for which profitable employment grew increasingly 
difficult.21 Taking advantage of this situation a general meeting of 
stockholders of the Nippon Yusen Kaisha on July 4, 1928, authorized 
the flotation of debentures in the amount of 30,000,000 yen ($14,-
940,000) the proceeds of which were designed to cover the cost of the 
three vessels building for the service between the Far East and Puget 
Sound and a portion of the cost of construction for the service be
tween the Far-East and San Francisco. 

II Bratter, op. cit., p. 110. 
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MITSUI BUSSAN XAlSBA 

The Mitsui Bussan Kaisha, a prominent trading company, main
tains one of the largest Japanese .cargo fleets and in 1929 announced 
an extensive construction program, to cost 20,000,000 yen and to be 
carried out in the Mitsui subsidiary, the Tama Dockyard. The 
Trans-Pacific for October 24,1929, stated, in a discussion of the pro
posed Government loan fund through the Deposits Bureau, that the 
Mitsui Bussan Kaisha maintains deep-sea services but was not likely 
to be involved in the promotion of the loan program, since it has 
funds with which to build the contemplated motor ships. The 
Mitsui company owns about 40 vessels, including some small units, 
with a total gross tonnage of 115,000. Expressed in dead-weight 
carrying capacity this fleet is reported as 180,000 tons. 

In conformity with the principle of transporting its own goods 
by its own ships, the company planned to enlarge its fleet. The 
press discussion stated that the trading company handles about 
8,000,000 tons of water-borne business in its trading operations 
annually, of which 5,000,000 tons are its own goods. The company 
was said to carry 1,650,000 tons of cargo, or 33 per cent, by its own 
ships and the remaining 67 per cent in chartered vessels, and that the 
company has found it more profitable to carry its own cargo by its 
own ships. These reasons are cited in connection with the proposed 
building program. 

PLAN FOR LOANS FOR CARGO·VESSEL CONSTRUCTION 

In 1929 a basic program concerning ship and shipbuilding financ
ing was framed by the Ministry of Finance to be submitted to the 
International Credit and Debt Investigation Commission. The orig
inal plan proposed the advance pf 50,000,000 yen ($24,900,000) from 
the Deposits Bureau, a 30-year term of redemption, interest rate 
of 4.8 per cent annually for advances made direct from the Deposits 
Bureau and 6 per cent for advances made through the Industrial 
Bank. The loans were to be limited to construction of motor vessels 
of stated speed and size only, and no companies then receiving sub
sidies were to be eligible. 

Broadly the proposal rested on the theory of improving the posi
tion of the international payments of Japan through greater employ
ment of Japanese vessels and increased revenues from freigh~. 
The principal part,icipants in the sC.heme wer~ the l~rger cargo-shII? 
owners operating in the transocearuc trades, illclu~illg the K;okusal 
Kisen Kaisha, Yamashita S.teamship Co., Kawasaki SteamshIp Co., 
and others. 

The bill as ap:{>roved by the International Cr~di~ and Debt Investi
gation CommiSSIOn prOVIded for a loan-fund hmIt of 30,000,000 yen 
($14,940,000), to be advanced through the Industrial Bank o~ Japan 
in the amounts of 5 000000 yen for 1930, 10,000,000 yen ill 1931, 
10,000,000 yen in 1932, a~d 5,000,000 yen in 1933 .. The ~rm of the 
advances was 15 years with a 2-year nonredemptlOn perIod and 13 
years for repayment.' Advances w~r~ limited to tW'?-t~rds the 
value of vessel as appraised by the MinIstry of Commurucations and 
secured by a first mortgag~ pn tbe vessel. Vessels of less than 5,000 
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gross tons and 14 knots speed are not eligible for advances. Interest 
rates may not exceed 6 per cent, and the Government is to contribute 
from 1.5 to 2 per cent of the interest. . 

The bill was adopted during the extraordinary session of the 
Diet, and went into effect June 1, 1930. An appropriation of 83,334 
yen ($41,500) was made to cover the interest contribution. The 
Trans-Pacific for September 25, 1930, stated that the Osaka Shosen 
Kaisha was then the only shipping company that had applied for 
a loan under the financing regulation. It was said that this company 
had applied for an advance of 3,000,000 yen for construction of 
freighters for its New York service, but that the advance had not 
then been granted. The reason given for the apparent lack of inter
est in the plan was that shipping companies found it unnecessary 
to build new ves...c:els under the prevailing economic slump. 

The Government estimated that the type of vessel contemplated 
in the law could be built within a range of 170 to 250 yen ($84.66 tQ 
$124.50) per gross ton and that the advances would cover the con
struction of 18 vessels of an aggregate tonnage of 180,000 gross tons. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Before 1894 the Japanese coasting trade was open to foreign 
vessels. From 1894 to 1910 foreign vessels were restricted to trade 
between Nagasaki, Kobe, Yokohama, and Hakodate. From 1911 on 
the Japanese coasting trade has been restricted to vessels of Japanese 
nationality, and the monopolization of the coasting trade since that 
time has been an important factor in the development of Japanese 
shipping. 

The coasting laws, while similar in character, are separately 
applicable to Ja~an proper, Chosen (Korea), Taiwan (Formosa), 
the Kwantung Leased Territory, and to Karafuto (Sakhalin). 
The following discussion of the coasting laws is from a report sub-

. mitted by Trade Commissioner Paul P. Steintorf, Tokyo, May 27, 
1929: 

The entry of foreign vessels is limited to II open ports" only, with certain 
exceptions. Article 3 of the Shipping law reads: 

.. Only Japanese vessels shall be permitted to enter an unopened port or 
engage in the transportation of goods or passengers between Japanese ports. 
This rnle does not apply, however, in instances where special provision is made 
for same either by ordinance or treaty, or in cases of stress of weather or 
eyading capture or when special permission is obtained from the competent 
Minister of State." 

Ezcepti0n.9.-Article 98 of the customs act reads: 
II In case of necessity for the repairing of a vessel or the discharge or loading 

of heayy cargo which could not be discharged or loaded at an open port, t~e 
customs commission may permit foreign trading vessels to enter into an 
unopened port." 

ThIs rule applies also in cases where a foreign vessel discharges or loads 
cargo at a destination between which destination and the nearest open port the 
transportation facilities are extremely bad. The same rule may also be applied 
to passenger traffic in case the passenger has a through ticket to a destination 
outside the Empire of Japan, or may be applied to cargoes consigned on a 
through bill of lading. 

It is understood that the competent Minister of State may grant special 
permission to enter an unopened port or to transport passengers or cargo 
between Japanese ports in the case of vessels on world tours and to Govern-
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ment commissions, students, and the like. Special treatment is accorded 
British vessels under a supplementary convention to the treaty of commerce 
and navigation between Japan and Great Britain. 

DEFINITION OF NATIONALITY 

The Japanese shipping law defines "Japanese vessels" as those 
owned by any department or agency of the Japanese Government, 
by Japanese subjects, and by various trading companies and corpo
rations which have their head offices in Japan proper. 

The same regulations, with variations, apply to Chosen, Taiwan, 
K wantung, and Karafuto. . 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Article 1 of an imperial order of December, 1906, provid~d for 
r~bate of import duties on imported shipbuilding materials. 



THE NETHERLANDS 

ECONOMIC DEVELOPMENT AND SHIPPING 

The Netherlands, with an area of only about 12,000 square miles, 
lying between Germany· and Belgium on the North Sea, has, in 
Rotterdam, one of the three leading ports in Europe. It ranks 
historically and commercially as one of the first maritime countries. 

There are 2,000 miles of canals, which constitute the most impor
tant inland transportation means as well as the outlet to the sea for 
the immense Rhine and ScheIdt river traffic. 

Navigable rivers into the interior of Europe combined with.the 
network of navigable waterways in the Netherlands place the country 
in a highly advanta~eous position in respect of water transport. The 
economic position ot the Kingdom in respect of shipping is not stable 
but is highly dependent upon general economic conditions in the 
European interior and their relationship to the rest of the world. 
The national products and trade of the Netherlands would not alone 
create the ocean traffic that centers in the country. 

NEED FOR SEA COMMUNICATION WITH COLONIES 

The colonial interests of the Netherlands, comprising the Nether
land East Indies, western New Guinea, and others, with a total native 
po:pulation of nearly 50,000,000, are second only to those of Great 
Britain. Practically all the islands to the south of the Philippine 
group belon~ to the Netherland East Indies. 

The colorues are a most important outlet for Netherland industry, 
and colonial products have made the Netherland markets centers for
international colonial trade. The colonies formed a great stimulus 
to the expansion of the modern merchant marine, and have for 
centuries offered a field for capital investment for the home country. 
Since passage of the shipping act of 1865, the foreign shipping trade 
of the Netherland East Indies is free to all nationalities, and since 
1912 the coastal trade within the archipelago also is open to all na
tions, although not all ports are open to general trade.1 

Discriminations against merchant shipping, however, played their 
part in provoking the maritime wars of the seventeenth century be
tween the Netherlands and England, by which England acquired 
New Netherlands (New York and both banks of the Hudson River 
to Albany) and the Netherlands retained Netherland Guiana 
(Surinam). Early in the nineteenth century England also acquired 
from the Netherlands the colony of the Cape of Good Hope and 
began the foundation of the British Empire in Africa. The Neth
erland policy of preferential duties for cargoes carried in Dutch 

• Netherlands Foreign Office: Holland and Her Colonies, p. 151. 
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ships between the Netherlands and its remaining colonies was not 
wholly abandoned, however, until 1872. 

WATER-BORNE COMMERCE 

Approximately 85 per cent of the trade of the Netherlands is car
ried by sea or by the waterways.2 Rotterdam is a most important 
transit point, and the traffic that moves through this port is princi
pally of bulk character, consisting of such cargoes as coal, ore, lum
ber, grain, petroleum,· and phosphate. 

Figures of the transit and transshipment traffic in all Netherland 
ports for 1927, 1928, and 1929 are given in Table 72. The totals do 
not include bunker coal and oil for Dutch vessels. 

TABLI!I 72.-NmBEBLANDS WATER·BoRNE TRAFFIo' WITH FOREIGN COUNTRIES. 
1927-1929 

Character of traffic 

1. Dilcharged from ships for diIect consumption or Into handed 
warehouses: 

19~ ~fv:r0:'~ v:ls..vesseiS~:::~:::.-:':'~:::::::::::::::::::::::: 
2. Loaded Into ships for export direct or out of hand: 

(a) B_oing vessels.. ....... _. _ ................... _ .......... . 
(b) River and canal vesseIs ..•...•.....•...................... 

3. Discharged from ships for direct transit, not out of bonded 
warehouse: 

19~ ~:.~ v:l"WSSOiS::::::::::::::::::::::::::::::::::: 
4. Loaded Into ships in diIect transit, not out of bonded warehouse: 

1927 

Metriel .... 
11, 181. 736 
12, 787.270 

6.098, 727 
3, 574, 701 

21,478.620 
13, 767. 773 

14, 613.194 

1928 1929 

Mdricton. Mdriclon. 
11.573.191 12.281.631 
13, 546. 023 13, 460. 349 

6,085,357 5,802,978 
4, 536, 193 4, 524. 566 

18.590.901 21.006,973 
11.942,665 12, 423. 261 

13.026,739 13.397.751 l:~ lfv":..o~ ~'::ilsy~::~:::::::::::::::::::::::::::::::: 20.487.642 17.300.075 19.732, 044 
F';;;;';~I=';;;';';;;;;;';;;';=F;;';';;;;';';; 

/IUJOlABY 

49.276.188 52, 489. 333 Sea-going traffic ••.• _ •.•.•.....• _. _............................... 53.372, 277 
River and canaJ traffic. •.•••..•••••.•..•••.••.................... 1_50-'._61_7,'---286_

1
_--'--'-_1---'-__ 47,334,956 50.130, 220 

Total traffic.. ••• _ •.• _ .••...•.......•............•••...•...•. 103, 989. 663 
Ofwhwh: ' 

Rotterdam's share was....................................... 73, 92R, 882 
Amsterdam'. ohare W88._.................................... 8, 047, 217 

1 Exclusive of bunker coaJ and oU_ 

Source: Central BIU8III1 of Statistwa, The HB&nB. 

Coal and oil bunkering are presented in Table 73. 

96,501,144 102, 619, 553 

64, 148, 445 69,244,810 
9,053, 833 9,691.179 

T.ABLE '73.-COAL AND On. BUNKERING IN NETHERLAND PORTS. 1927-1920 

Dutch vessels Foreign vessels 

Fnal 

.m f~ 1929 1927 1928 1929 

Mdric t .... Metric tom Metri.tom Mdri.tom Metri.' .... Mdrle' .... 
Coal •••••••••••••••••••••••••• 1,202,403 1,188, 344 1,092, 355 2, 245,135 2, 144,443 1,973,368 
Oil •••••••••••••••••••••••••••• 52, 451 59, 263 66,247 64,940 47,234 43,807 

Total fuel ••••••••••••••• 
c---

1,254,854 1,247,607 1, 158,602 2,310,075 2, 191,677 2,017,176 

Source: Report of Vies COnsnl El1g8Il8 W. Nab\e, Rotterdam, Mar. 15, 1930. 

• Report of Vice Consul Eugene W. Nabel, Rotterdam, Mar. 4, 1931. 
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In 1930 bunkering operations in Netherland ports comprised 1,005,-
000 tons of coal and 56,000 tons of oil, total 1,061,000 tons, taken by 
Dutch vessels; and 1,819,000 tons of coal and 46,000 tons of oil, total 
1,865,000 tons, taken by foreign vessels. 

Coal and ores were the principal commodities transshipp~d 
through Rotterdam during 1929 and 1930. Coal,.coke, and briquet 
shipments discharged from seagoing, river, and canal vessels, and 
loaded into seagoing vessels totaled 24,339,000 metric tons in 1929 
and 21,608,000 tons in 1930. Ores discharged at Rotterdam from 
seagoing vessels and loaded into river and canal vessels totaled 20,-
752,000 metric tons in 1929 and 17,415,000 tons in 1930. 

Rail shipments from foreign countries to Rotterdam amounted to 
only 301,000 tons for 1928,261,000 tons in 1929, and 176,000 tons in 
1930; outgoing shipments to 135,000 tons in 1928, 130,000 tons in 1929, 
and 151,000 tons in 1930. 

SHIPPING FINANCE 

As a result of lon~ .experience in domestic and foreign shipping, 
the Netherlands' banJringsystem offers adequate facilities for ship
ping finance, principally through the system of bottomry banks. 
These are peculiarly Netherland institutions, some of which have 
assumed the title of "ship mortgage bank." This title is not 
atrictly accurate inasmuch as mortgages on ships are not recognized 
in Netherland law. Loans against the security of ships cover only 
certain preferential claims, according to a ruling by the High 
Council in a decision of.J anuary 18, 1907.-

To prevent vessels from being offered as security for several loans 
a recording office" for the safe-keeping of ship's letters" was estab
lished in 1836, which therefore is in effect a central vessel credit 
registry office. 

THE NETHERLAND COMMER.CIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

For the purpose of establishing the relative maritime position of 
the Netherlands in international shipping and trade, and thus form 
a basis for measurement of Government interest in the maintenance 
or development of this position, it is essential to present some of the 
factors that affect the Netherlands' shipping. The following dis
cussion of the present status of shipping and shipbuilding is based 
primarily upon numerous detailed reports prepared by American 
Vice Consul Eugene W. Nabel at Rotterdam. 

The Netherland merchant fleet has increased six-fold since 1895, 
the 3,118,170 gross tons of July 1, 1931, contrasting with 446,861 
gro.ss tons for the earlier year and ranking eiO"hth among the com
mercial fleets of the world. Lloyd's Register figures for the period 
1895-1931 are given in Table 74. 

• Holland and Her Colonies, p. 125. 
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TABLE 74.-GROWTH OJ!' THIll NETHERLAND COMMERCIAL FLEET 

lulyl-
Power- Sailing 

Totallleet I driven Vel>- V-_.- I sels 1 .....,.. 

G, ... IofII Gr ... IofII Gr ... IofII 1811.'i.. __________ 446.861 315.196 131,665 1001'--__________ 530,m 467,209 83,068 1005 ___ : ________ 701,764 659,409 42,345 1910 ____________ 1,015,193 993,049 32,144 1915 ____________ 
1,522,647 1,498,519 24.028 1920 ____________ 
1,793,396 1,773,392 20,004 1925 ____________ 
2,600,831 2,587,789 13,043 

I VIl8IleIs of 100 gross tons and npwards. 

80nrce: Lloyd's RegIster of Shipping. 

luly 1-

arM' tom 1926 ____________ 2, 564. 904 11127 ____________ 
2,654. 003 1928 ____________ 2, 816, 705 19211 ____________ 2,939,067 1920 ____________ 
3,086,315 1931-___________ 8,118,170 

OWNERSHIP OF THE FLEET 

Gro3llom 
2,552,613 
2, 645,025 
2,809,375 
2,932,420 
3,079,000 
3,111,857 
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Gr ... f .... 
12,2111 
8,1178 
7,330 
6,647 
7,315 
6,813 

Ownership of the fleet is concentrated in a few powerful organiza
tions. Although there are a hundred or more overseas shipping 
companies in the Netherlands, 26 of them on January 1, 1931, owned 
2,614,270 gross tons and had 146,465 gross tons additional under 
construction. Nine of these companies own fleets amounting to more 
than 100,000 tons, as is shown below. 

TABLE 75.-NETHEBLAND SHIPPING COMPANIES OWNING MORE THAN 100,000 
GROSS TONS ON JANUARY 1, 1931 

Present fleet 

Company 1-----;----,---1 Under con
struction Passenger Freight Total ton-

veoseIs vesseJs nsge 

Numb., Numb., Gr ... f.... G, ... ton. 

~~=n~!=-~:~e~_~-:::~:~:~:::::::::::~:~:~:::~:::::: g g ~gn ______ ~~~~~ 
~~r~.r.:.kt':~~~~~-~~:::::::::::::::::::::::~::::::: s: ~ =: ~ J: ~ Rof81 Netherland Stesmship Co _____________ ._ .___________ 13 78 253, 710 ___ " _______ _ 

~:~i~f~e8:~~~Pt~~-:::::::::::::::::::::::::: :::::::::: ~ m; ~ :::::::::::: lave-Chine-Japan Line.. _________________ • ___________ ._____ 9 II 119,000 19,200 
Royal Dntch Lloyd... ________________________________ "_______ 4 12 108, 000 ___________ _ 

~--I--~"----~---Total________________________________________________ 136 298 2, 052, 624 73, 370 

Sonroe: Report of Vice Consul Eugene W. Nabel, Rotterdam, Mar. 4, 1931. 

Of the 26 important shipping companies referred to above 15 de
clared dividends during 1928 and 10 in 1929 and 1930. The principal 
dividend payments were made by the three large Netherland East 
Indies shipping companies, which, because of their privileged posi
tion) practically control the trade from, to, and between the Nether
land East Indian colonies. The Royal Packet N a.:vigation Co. (Kon
inklijke Paketvaart Maatschappij), which plies in East Indian 
waters, declared a 10 per cent dividend in 1925, 12 per cent in 1926, 
13 per cent in 1927, and 14 per cent in 1928, 1929, and 1930. The 
Rotterdam Lloyd in 1925 declared a 5 per cent dividend, 7% per cent 
in~~~~in~ro~~in~ll~~in~ 
and 9 per cent in 1930. The Nederland Steamship Co. (Nederland 
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Stoomvaart-Maatschappij) declared a. 9 per cent dividend in 1925 
and 1926, 10 per cent in 1927, 11 per cent in 1928, 11% per cent in 
1929, and 10 per cent in 1930. . 

CAPITAL AND EARNINGS 

Other financial returns for the year 1930 are not yet available. In 
1929 18 leading Netherland shipping companies 7 of them operating 
passenger and cargo steamers and 11 operating freighters exclusively, 
with a. combined gross tonnage of 1,998,000, had capital, reserves, and 
bonded indebtedness as follows: 

TABL1!l 76.--CAPITAL AND RESERVES OF 18 LEADING NETHERLAND SHIPPING Coy
PANIES AS OF J ANUABY I, 1929 AND 1930 

Capital Reserves Bonded indebtedness 

Company Equivalent Equivalent Equivalent 
Florins in Uuited Florins in United Florins in Uuited 

States States States 
corrency 1 cnrrencyl currency I 

7 passeDger and freight 
companies: 

Jan. 1, 1929 ____________ 146, 592, 500 $58, 637, 000 157, 820. 000 $63, 128, 000 60,552,500 $24,221,000 
Jan. 1,1930 •• ________ ._ 156, 642, 500 62,657,000 149, m,5OO 59, 911,000 58,U!2,5OO 23, m, 000 

11 freight companies: 
Jan. 1, 1929 .• _. ________ 42,195,000 16, 878, 000 18, 002, 500 7,229,000 12,305,000 4, 922,000 Jan. I, 1930. ___________ 44, 205, 000 17,682,000 18,210,000 7,284,000 11,587,500 4, 635, 000 

AU 18 companies: Jan. I, 1929 ____________ 188, 787, 500 75,515,000 175, 892, 500 70,357,000 72,857,500 29,143,000 Jan. I, 1930. ___________ 200,847,500 80,339,000 167,987,500 67,195, 000 69, 770. 000 27,908,000 

I Converted at the rate of $11.40 to the Borin. 

Source: Report of Vice Consul Engene W. Nabel, Rotterdam, Oct. 30, 1930. 

These 18 companies operated in 1929,467 passenger, freight, and 
tank vessels of 1,997,998 gross tons, as compared with 462 vessels of 
1,960,791 tons in the preceding year. As of January 1, 1930, this 
fleet was carried on the companies' books at 313,312 000 florins 
($125,325,000), against 311,990,000 florins ($124,796,000) on Janu
ary 1, 1929-which values include several small vessels (tug boats, 
tenders, etc.) not counted in the total number. 

As of January 1, 1930, the average book value per gross ton of 
the 7 passenger-and-car~o fleets.z representing 349 vessels of 1,538,597 
gross tons, was 165 florms, or 1Il66; of the 11 freighter fleets, repre
senting 118 vessels of 459,401 gross tons, 125 florins, or $50; an 
average for the combined fleets of 156 florins, or $62.40, per gross 
ton. For individual companies, the book value per ton ranged 
from 128 to 226 florins (from $51.20 to $90.40) for the passenger
and-cargo services and from 69 to 229 florins (from $27.60 to $91.60) 
for the freighters. 

The gross working profits of the 7 companies maintaining both 
passenger and freight services were 44,822,500 florins ($17,929,000) 
in 1929, against 45,627,500 florins ($18,251,000) in 1928; and of the 
11 companies o~erating freight services only, 8,945,000 florins 
($3,578,000), agaInst 8,342,500 florins ($3,337,000). Gross earnings 
of the entire Netherland merchant marine are not at hand. 
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DEVELOPMENT OF NETHERLAND SHIPBUILDING 

EXTENT OF INDUSTRY 

The shipbuilding industry of the Netherlands, which in 1929 
ranked third in world production, dropped to fourth place in 1930, 
being exceeded by the British, German, and United States indus
tries. Thus, of total launchings Qf 2;889,472 gross tons during 1930, 
British shipyards are credited with 1,478,563 gross tOilS, German 
shipyards with 245,557 gross t{)ns, the United States with 246,687 
gross tons, and Netherland shipyards with 153,072 gross tons. This 
is of particular interest inasmuch as the accepted requisites for a 
national shipbuilding industry are usually those of native sources 
and proximity of iron ores and coal and a flourishing steel industry. 
The Netherlands is dependent upon imported materials. 

According to Lloyd's Summary of Shipping there were 2,326,086 
gross tons of shippmg under construction in all countries on Janu
ary 1,1931. Tbe Netherlands stood in sixth place, its 160,078 gross 
tons being preceded by Great Britain's 908,902 gross tons, the 
United States' 232,030 gross tons, France's 174,215 gross tons, Ger
many's 218,215 gross tons, and Italy's 179,677 gross tons. 

Netherlands' shipbuilding industry is centered principally in 
South and North Holland and comprises approximately 100 plants 
which when operating under full capacity employ 35,000 men. On 
August 28, 1929, Vice Consul Nabel reported 106 concerns employ
ing 33,000 men, 10 of the leading yards being equipped for the 
construction of large ocean-going freight and passenger vessels. 

LABOR CONDITIONS 

The principal national contribution to shipbuilding in the Nether
lands is labor. Effective January 1, 1929, the legal weekly work
ing time was reduced from 50 hours to 48. Permission to work 
overtime is granted up to 60 hours for yards engaged in repair work 
and 54 hours for yards constructing new tonnage. Overtime is paid 
at 25 to 50 per cent more than the wage schedule prescribes. Sunday 
and legal-holiday overtime is paid at 100 per cent extra. 

Shipbuilding and ship-repaIring wages are governed by the wages 
of the metal industry. These, on January 1, 1929, were as stated 
in Table 77. . 
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TABLE n.-WAGES AND INCOME OF NETBEBLAl'ID METAL-INDUSTRY WORKERS, 
JANUARY 1, 1929 

Average wages Average income 
per hour per hour 

Class Number Age, in 
of work- years 

men 
Equiva

... lent in 
Florin United 

States 
currency' 

Equl'va
lent in 

Florin United 
States 

currency' 
---------,,---------1---1---1------------

OROUP A 

SkDled workmen __________________________ 9,693 30-65 Semiskilled workmen _____________________ 7,669 2!Hi5 Unskilled workmen _______________________ 5,426 2tHI5 

GROUP B 

BkDled workmen _________ . _______________ 9,605 14-29 
Semiskilled workmen. _____________________ 4,436 14-27 
Unskilled workmen _______________________ 4,178 14-25 

, Converted at the par mta of $O.4D2 to the 1I0rin. 

0_60 $0_241 
.52 .ID9 
_46 .185 

.368 .148 

.308 .124 

.258 .104 

0.74 
.M 
.54 

.428 

.368 

.328 

$O.2'¥T 
.257 
.217 

.172 

.148 

.132 

The figures in Table 77 are based upon the actual pay rolls of 97 
concerns which are members of the Normalization Bureau of Labor 
Questions in the Metal Industry, and cover 22,778 workmen in group 
A and 18,219 workmen in group B. Average wages per hour means 
regular wages per hour, exclusive of extras; average income per hour 
includes overtime earned. . 

SHIPBUILDING MATERIALS 

Lack of native mineral supplies does not afl'ect the Netherlands' 
shipbuilding industry; the great metal industries of central Europe 
provide the principal heavy metal products required. During the 
war considerable difficulty was experienced in obtaining imports 
of half-finished and raw materials, which raised the question of 
the establishment of blast furnaces and rolling mills within the 
Kingdom. In considering this the Government in 1917 proposed 
a bill to authorize the Minister of Finance to participate to the ex
tent of 7,500,000 florins ($3,000,000) in a blast furnace, steel plant, 
and rolling mill company with a capitalization of 25,000,000 florins 
($10,000,000). Authorization was granted by the law of July 26, 
1918 .. and it was decided to choose as site for the new works the 
north side of the North Sea Canal between Velsen and Ymuiden. 
Operations commenced in 1923. 

LEASE OF GOVERNMENT SHIPYARD 

When in 1874 the navy establishment at Flushing was discon
tinued, King William III requested Arie Smit, a shipbuilder in 
Slikkerveer, near Dordrecht, to take over the plant under a 99-year 
lease and start a private shiJ?yard. The following year (1875) Mr. 
:Smit formed the Royal Shlpbuilding & Engineermg Works "De 
:Schelde." The lease, which was to be revised in 1913, provided that 
all buildings, installations, etc., constructed by the yard should be 
taken over by the Government at cost price (which at the end of 
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1925 totaled $2,000,000) in the event the company" De Schelde" 
should decide to terminate the lease-to which it had the right for 
the first time in 1927 and every 10 years thereafter. The company 
is the only party entitled to cancellation. In a report dated October 
24, 1930, Vice Consul N abel, Rotterdam, state~: 

CONSTRUCTION 01' LARGE VEliISEIS HANDICAPPED 

The D~ Schelde Co. started with 20 workmen, and in the course of time 
brought this number up to 2,500. In addition to much other building and doing 
a great deal of repair work, it built all the passenger ships of the Rotterdam 
Lloyd Steamship Co. Inasmuch as there was an increasing general demand 
for larger tonnage than formerly (16,000 to 20,000 tons instead of 5,000 to 
6,000 tons), and the company wanted to be able to compete with other yards 
at home and abroad, it intimated to the Goverument in 1913 that it could !!.ot 
continue business as in former years, being handicapped by the location of the 
yard, which could be reached from the open sea and river only through a 
narrow channel with locks that did not permit the passage of large vessels. 

A harbor commission appointed in 1914 to investigate this and other matters 
reached the conclnsion that it was advisable to a1l'0rd the De Schelde Co. an 
outlet to the sea of such dimensions as would enable it.to bid for contracts of 
large vessels, ana recommended the construction of a new lock south of the 
old lock channels. 

COMPLETION 01' NEW LOCK 

Further action was deferred by the World War. A second commission was 
appointed in 1926, and a new agreement reached between the Government 
and the De SChelde Co. in September, 1927. As approved by the Parliament 
November 10, 1927, this provides for (a) the construction of the lock and 
widening of the channel at an estimated cost of 2,500,000 florins (approxi
mately $1,000,000), and the maintenance thereof at the expense of the Gov
erument; (11) a maximum loan of 3,500,000 florins ($1,407,000) for a long term 
(60 years) at the rate of interest prevailing at the time the amount, or part 
thereof, is taken up. The company no longer has the right to discontinue 
operation until the expiration of the original lease nor to claim reimburse
ment from the Government for its entire investment. 

Work on the new lock was started in January, 1928, and was finished at 
the beginning of October, 1930. It is alongside the old but much smaller lock 
and will apparently be used only in the case of vessels of 10,000 or 12,000 tons 
or more. The first vessel to pass was the 18,~ton motor vessel Dempo, 
which the De Schelde Co. built for the Rotterdam Lloyd Steamship Co., and 
which was completed in November, 1930. 

POSTAL CONTRACT SERVICES 

The trade centered in Netherland ports is chiefly transit and not 
based upon domestic production or consumption. National products 
for overseas destinations could largely be served by the wealth of 
sailings offered by vessels of other flags-for the Netherland ports, 
like those of Belgium, are on the world trade routes that have their 
origin, and terminals, in the United Kingdom and on the North and 
the Baltic Seas. 

However, the Netherlands is a great colonial nation, and the 
necessity for regular service for mails and commercial communica
tion has long been recognized by the Government as an essential 
national policy. The granting of subventions for the maintenance of 
mail services between the mother country and the colonies has there
fore a distinct political aspect. 

The result has been the establishment of sea services by vessels of 
Dutch nationality through contracts by which the Government as-
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sumes certain res'ponsibilities in consideration of the guaranteed 
regularity of sailings and the capital required to maintain them. 
Since the various contracts differ somewhat in principle in respect 
of Government participation, the subsidized services will be treated 
by companies and services rather than by type of contract. 

The discussion which follows is based uI?on the 1916 and 1923 
editions of Government Aid to Merchant ShIpping (Special Agents 
Series No. 119, Bureau of Foreign and Domestic Commerce, Wash
ington), upon a special review prepared by Acting American Com
mercial Attache Howard W. Adams, at The Hague, 1922, and other 
official documents, including reports by Vice Consul N abel. 

NETHERLANDS-ENGLAND CROSS-CHANNEL SERVICE 

ZEELAND CONTRACTS OF 1888-1920 

The Zeeland Steamship Co. (Stoomvaart Maatschippij "Zeeland") 
was founded on June 10,1875, for the purpose of establishing regular 
service between Flushing and England, with a special view to 
transit traffic to and from Germany. The first mail contract was that 
entered into with this company on June 11, 1888, approved by the 
law of December ~ 1888, making the contract effective for a 10-year 
period beginning uctober, 1888. 

The contract provided for the transportation of mails, including 
parcels, between Flushing and Queensborough. The vessels of the 
company were to make two round trips daily, for which service they 
were to receive annually 40,000 florins ($16,080). In addition the 
company was guaranteed 260,000 florins ($104,520) yearly for the 
carrIage of foreign mails, the compensation for the service being 
computed on the International Postal Union basis of 2 francs 
($0.386 at par of that day) per kilo (2.2046 pounds) of letters and 
25 centimes ($0.048) per kilo of other packets except parcel post. 
Any amount received In excess of 260,000 florins for the carriage of 
foreign mails was to be shared by the company with the State. 

In 1888 the contract with the Zeeland Steamship Co. was renewed 
(see Netherlands Official Gazette No. 93 of that year) and continued 
tbe former arrangement with slight modifications. The contract 
was renewed again in 1908, when the annual compensation for the 
transportation of the Netherland mails was increased to 50,000 florins 
($20,100) and the guaranteed compensation for the foreign mails 
from 260,000 florins to 400,000 florins (from $104,520 to $160,800). 

During the war the company suffered severe losses. Three of its 
finest vessels were destroyed, and the services were reduced and even 
suspended for a time. 

In 1919 a temporary agreement for 15 months was entered into, 
followed by a contract for an unlimited period, which became effec
tive January 1 1920, under a law of March 6, 1920. (See Nether
lands Official Gazette No. 110 of 1920.) The annual compensation 
for Netherland mails is 50,000 florins, with a guaranty of 400,000 
florins for the foreign mails based upon International Postal Union 
rates. Any amount received in excess of 400,000 florins is to be 
shared by the company and the Government. Provision is made for 
a proportional increase in compensation should annual operating 
expenses exceed a certain limit. 
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GOVERNMENT LOAN TO ZEl!:LAND CO. 

N{led of additional capital following the difficulties encountered 
during the war caused the company to apply for Government assist
ance. This was granted in the form of participation to the extent 
of 1,000,000 florins ($402,000) in the capital of the' company and a 
loan of 2,400,000 florms ($964,800) from thelublic treasury at 6 per 
cent. This aid was granted by the law 0 March 5, 1921. (See 
Staatsblad No. 170.) A Government commissioner was appointed 
on the board of directors. 

According to the British shipping journal, Fairplay, for November 
20, 1930, the Zeeland Steamship Co. repaid the last installment of 
1,440,000 florins, inclusive of interest, to the Netherlands Treasury in 
1930, despite the fact that the company could have extended its pay
ments to 1936, when the last installment was due. 

The average annual receipts for mail carried during 17 selected 
years between 1888 and 1921 was $193,000. 

NETHERLANDS-FAR. EAST SERVICES 

NEDERLAND AND ROTTERDAM LLOYD CONTRACTS 

In 1870 the Netherlands took its first step toward providing regular 
mail and commercial communications by sea with and in its East 
Indian possessions. On May 13,1870, the Nederland Steamship Co. 
(Stoomvaart Maatschapptj "Nederland") was founded for the pur
pose of establishing direct steamship services between the N ether
lands and the East Indies through. the newly opened Suez Canal. 
rfhe company began operations under the protectorate of King 
William III and of Prince Henry of the Netherlands as honorary 
president. 

The Rotterdam Lloyd (Rotter4amsche Lloyd) was formed in 1883 
by the stockholders of several sailing-ship ~nterprises which had 
traded between the Netherlands and the IndIes under the manage
ment of W. Ruys & Sons. This company soon reached a mutually 
satisfactory agreement with the Nederland Steamship Co., with the 
result that the two companies finally established alternate sailings 
to the East Indies. 

EARLY CONTRACTS COVERING EAST INDIES SERVICES 

Information on the first contract services of these companies is not 
at hand. A British consular' report of February 20 1889, stated 
that at that time the Nederland Steamship Co. was under a contract 
of indefinite duration, with the possibility of giving notice from year 
to year. The subsidy amounted to 156,000 florins ($62,700), one
half of which was paid by the Netherland Government and one-half 
by the Netherland Indies postal administration. Parcel-post rates 
were $0.575 per kilo, progressively reduced for increased weight of 
packages. For transportation of Government passengers the rates 
were 750 florins ($300) first class, 425 florins ($170) second class, 
and 250 florins ($100) third and fourth class. Return cargoes were 
guaranteed to the amount of 210 "lasts" (" last" may mean either 
1 or 2 tons) of coffee or kina bark and 30 "lasts" of tin, at the rate 

85083-32--25 
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of 75 florins ($30) per" last" of coffee, 70 florins ($28) ~er " last" 
of 950 kilos (2,094 pounds) for kina bark, and 30 florins ($12) for a 
" last" of 2,000 kilos (4,409 pounds) for tin. 

The same report states that the Rotterdam Lloyd also was under 
a contract, which was to expire in June, 1889. Themail pay to this 
company was 7.90 florins ($3.18) per kilo of letters or postal cards 
and 1.17 florins ($0.47) per kilo of other postal matter except parcel 
post. 

JOINT AGIIEE14ENT OF 1893 

Upon completion of the first contracts an agreement was made with 
the Nederland Steamship Co. and the Rotterdam Lloyd Co. for a 
joint service to the Netherland East Indies for a period of 15 years 
commencing May 1, 1893. Under this agreement the companies were 
to maintain jointly a mail service every fortnight between Amster
dam/Rotterdam and Batavia and were to be paid for the carriage 
of mails in accordance with the international scale fixed at Vienna. on 
July 4,1891, with the guaranty by the Netherland Government of a. 
payment of at least 2,400 florins ($965) for each outward and home
ward voyage. The Nederland Steamship Co. was to operate from 
Amsterdam via. Genoa. and the Rotterdam Lloyd from Rotterdam 
via Marseille. The mails thus had the advantage of expeditious 
European rail transportation. The Netherlands was not a naval or 
a shipbuilding power at the time-in fact, the mail steamers were 
built mainly in England--:-so that the military considerations in
volved in the British, French, Spanish, and German colonial mail
subsidy systems were not prominent in the Netherland system. 

The contract provided that the running time between Amsterdam 
and Genoa should be not more than 12 days, while from Genoa. to 
Batavia it should be 29 days during six months of the year and 30 
days during the balance of the year. Within five years the running 
time between Amsterdam and Genoa was to be reduced one day and 
that between Genoa and Batavia two days, whereupon the guaranteed 
sum of 2,400 florins per voyage was to be raised to 4,000 florins 
($1,608). (The increased rate commenced in April, 1895:) The 
Rotterdam Lloyd was to maintain practically the same running time 
between Rotterdam and Marseille and between Marseille and Batavia 
as that stipulated in the contract of the Nederland Co. for voyages 
between Amsterdam and Genoa and Genoa and Batavia. 

Payments made to these two lines were met equally by the Nether
land Government and the Netherland Indies fostal administration. 
The contract did not call for the conveyance 0 parcel-post packages, 
and separate contracts were entered into with the companies for this 
purpose as well as for the transportation of Government officials and 
troops and for the carriage of supplies and Government products 
(coffee, tin, and kina bark) between the Indies and the Netherlands. 

CONTRACT OF 1908 

Upon expiration of the original contract with the Nederland 
Steamship Co. and the Rotterdam Lloyd, a new contract was made 
on March 7, 1908, for a period of 15 years. The new contract was 
similar in many ways to the old one, but the payments were slightly 
higher. ' Some provisions were changed, as, for instance, the run-
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Ding time between Genoa and Batavia, which was fixed at 25. days 
durmg six months of the year and 26 days during the remainder 
of the year. The payments were increased from 4,000 florins to 
5,600 florins and by 1913 had reached a total of nearly 400,000 
florins ($160,800) annually. 

During the war this contract was suspended from July 1, 1917, 
to December 31, 1918, and the two companies were forced to dis
continue their passenger services over the contract routes, resulting 
in a new arrangement with the Netherland Government by which 
mail and parcel-post packages were carried through the Suez Canal 
by cargo vessels. This contract, dated March 29, 1916, became 
dfective April 1, 1916. 

One of the clauses in the temporary contract provided that as soon 
as' passenger-steamer traffic by way of Suez should be reestablished 
by the contracting companies the old 1908 contract should again 
become operative. This took place in 1919. 

The status of the Rotterdam Lloyd in 1927 was said by Commer
cial Attache J. F. Van Wickel to be that of a free commercial com
pany; that the company had at that time no mail contract; that the 
increased speed of the Netherlands-East Indies services was the 
result of commercial demand; that the Government, upon termina
tion of the 1908 con~ract, did not desire to continue the guaranty; 
that the company is not displeased with its commercial status; and 
that mail is carried at Madrid Postal Convention rates less 10 per 
cent for administration charges. 

BOLLAND·EAST ASIA CONTRACT 

On March 3, 1922, the Netherland Government entered into a 
contract with the Holland-East Asia Line for the carriage of parcel
post matter between the Netherlands and Portugal, Italy, China, 
and Japan. This agreement provided that the company was to 
be paid for this sel'Vlce to the four countries named at the rate of 
10 florins, 15 florins, 53.40 florins, and 57.60 florins, respectively, per 
cubic meter of ship's space occupied. 

COLONIAL SERVICES IN THE EAST 

ROYAL PACKET CONTRACT OF 1888 

The Royal Packet Navigation Co. (Koninklijke Paketvaart Maat
schappij) was formed as a joint venture by the Nederland Steam
ship Co. and the Rotterdam Lloyd on September 4, 1888, for the 
purpose of establishing regular liner services in the East Indies 
with vessels of Dutch nationality. The first agreement with the 
State was concluded under the law of March 19, 1888 (Staat.sblad 
No. 48), and a contract with the Netherland East Indies Government 
was concluded in 1891. 

The original agreement called for the maintenance of 13 lines in 
the Netherland East Indies, compensation being on a mileage basis 
which ranged from 1.50 to 10 florins ($0.60 to $4.02) per nautical 
mile sailed. Under another agreement, ratified by the law of 
December 31, 1915 (Staatsblad No. 541), and to expire in 1925, 80 
lines were to be maintained in consideration of a compensation for 
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the conveyance of the mails and parcel-post matter to a maximum 
of 497,310 florins ($199,918) a year, besides a practical monopoly of 
Government goods and passenger traffic in the Netherland East 
Indies. In :ij25 a 5-year contract was concluded, which was to ex
pire by limitation December 31, 1930. 

RENEWAL OF 1930 

On February 18, 1930, the draft of a new contract was submitted 
to the People's Council of Netherland India. Consul General Coert 
du Bois, Batavia, under date of February 26, 1930, reported that the 
new contract was the work of a Government commission appointed 
some time previously to study into and recommend the terms of 
future relations between the Government and the interisland trans
portation company, on the accepted principle that this enterprise 
must be a monopoly under Government control. The commission 
rejected the project of a joint corporation with the Government as 
co-.owner and advised continuation of the interisland steamship 
·service by a private corporation under Government supervision to a 
degree limited and sJ?ecified in a contract. The commission was in
structed to keep in mmd two desiderata-that passengers and freight 
be decently and safely transported at reasonable rates, and that the 
interests of the public required the exercises of a certain degree of 
governmental control over a corporation to which was intrusted so 
vital an economic function as a monopoly of all interisland sea
borne traffic. 

Under the 1925-1930 operating agreement the Royal Packet N av
igation Co. received annually from the Government the sum of 520,-
000 florins ($209,040) "for its contractual obligations." This, the 
consul general explained, was not supposed to be a straight subsidy 
but compensation for the losses incurred in maintaining certain 
routes needed by the Government in the administration of the archi
pelago which would not ordinarily show a profit. Developments 
In the outer islands have made certain of these routes pay, and the 
new contract decreases the Government's" contractual obligation" 
to 200,000 florins ($80,400). A total of 125,000 florins ($50,250) is 
now paid the company for carrying the mail. 

PROVISIONS OF 1930 CONTRACT 

Further provisions of the renewed contract were reported by Com
mercial Attache Jesse F. Van Wickel, The Hague. Mr. Van Wickel 
based his report oli the text of the law of December 23, 1930, author
izing the contract. 

Nationolity.-The ROy'al Packet Navigation Co. and its managing 
directors must be domiCIled in the Netherlands or Netherland Indies 
during the term of contract. . 

All managing directors or representatives of the company are sub
ject to the approval of the Minister of Colonies of the home Govern
ment or of the Governor General of the Netherland Indies. 

Except in special cases, subject to the decision of the Governor 
General, masters and deck and engineer officers of vessels navigat
ing in the archipelago must be Dutch citizens. 
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At least two-thirds of the vessels required for the lines covered by 
the contract must have been built either in the"'Netherlands or the 
Netherland Indies, at the option of the company. • 

Life of contract.-The term of the new contract. is 111years, begin
ning on a day in the year 1931 determined by the Governor General 
and terminating on December 31 1945. 

Either party may terminate the contract upon 24 months' notice 
with the understanding that in any event the contract will remain in 
force until December 31, 1935, except that the Governor General may 
terminate it at any time for nonperformance. 

Required 8crviees.-The company undertakes to operate regular 
lines between specified points at stated frequency. It undertakes 
also sufficient free commercial operation to suitably link up the re
quired lines with the commercial necessities of the islands. The com
pany undertakes not to cancel its sailings upon completion of the 
contract until an agreement has been reached with the Governor 
General, and must notify him of its intention to abandon any service. 
Calls at secondary ports on regular lines may be required of the com
pany subject to compensation under proportional per diem charter 
rates as outlined in the military and emergency requirements below, 
provided such diversion amounts to more than 25 nautical miles. 

The contractor agrees to navigate at least 1,500,000 nautical miles 
annually in the archipelago, including its required lines,free com
merciallines, and lines to Singapore, Penang, and Timor-Dilly. 

The Governor General may require additional lines, subject to 
compensation to be agreed to by the company, and changes in lines 
or services may be reached by mutual agreement between the Gov
ernor General and the contraCting company. 

Government repre8entation and control.-Besides the contractual 
powers granted to the Minister of Colonies and the Governor Gen
eral, these officials appoint a Government commissioner, who may 
attend all shareholders' or. directors' meetings. The commissioner 
has an advisory vote, besides access to all corporate records and 
accounts. 

The company agrees to furnish freight and passenger tariff infor
mation to the Governor General and to make no changes in these 
rates without first conferring with him. The Governor General will 
appoint a sea-transportation board comprising a representative of 
the Governor General, a representative of the directors of the com
pany, and a third member mutually agreeable to these two. In the 
event the Governor General and the company are unable to agree 
upon changes in tariffs, the Governor General may refer the ques
tion to the sea-transportation board for an opinion. If, after hear
ing the sea-transportation board, the Governor General requires 
the disputed tariffs revised, the contracting company mar eith~r 
comply therewith or terminate the agreement with 6 months notice; 
in whlCh' event the Governor General may still demand continuation 
of the contract subject to 24 months' notice, except that part which 
refers to private affairs. Arbitration proceedings will be invited in 
certain circumstances. 

Government preference8 and traffic.-Subject to contract excep
tions, and in the absence of other agreement, the following consid-
erations govern official traffic: , 
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(a) The Government will employ exclusively vessels owned by 
the company for transportation of Government passengers, freight, 
and money between points on the archipelago lines; 

(b) The company is obliged to transport all Government traffic 
between points in the Netherland Indies and between these and 
Singapore, Penang, and Timor-Dilly; 

(c) Government may not transport any commercial or private 
traffic between above-stated points in Government-owned or Gov
ernment-chartered vessels. 

A reduction of 15 per cent from commercial rates is granted for 
Government passengers and their subsistence. This rate may not 
increase to a point higher than the tariffs in force on January 1, 
1929, unless the general index of wholesale prices for the Nether
land Indies, as published by the Central Bureau of Statistics, rises 
above 150, when an increase may become effective but not to exceed 
the proportional increase of the index figure. 

For transportation of Government animals, cargo, or money, the 
Government is to pay private tariffs effective on January 1, 1929, 
as published in the general cargo tariffs of the Royal Packet Navi
gation Co., less 28.6 per cent, with the understanding that tariffs 
will be revised every year if the average freight tariff of the pre
ceding three years proves to have dropped below the level effective 
on January' 1, 1929, and then in proportion to that decline. If 
freight tariffs rise above the January 1, 1929, level. increase in tariffs 
will follow only when the wholesale price index for Netherland 
Indies has reached 150, and then only proportionally to that 
increase. 

Milita:ry and emergency requirements.-Incase of war or war 
danger, whether or not the Netherlands is involved in the pend
ing dispute, action as a result of instructions of the League of N a
tjons, military expeditions, disasters, or emergency requirements, the 
vessels of the company may be taken over by the Government upon 
prescribed conditions. These are: -

The Government is entitled to charter one or more selected ves
sels in service in the archipelago lines of the company, with or 
without the personnel, at the following rates per ship, per 24-hour 
unit per net register ton: 

(a) For vessels of 300 tons or less, 2 florins ($0.80); (b) for 
vessels in excess of 300 tons, 2 florins ($0.80) for the first 300 tons 
and 0.50 florin ($0.20) for the remaining number of tons; 10 per 
cent reduction if vessels are chartered without personnel. Thejrice 
is increased by the cost of fuel consumed during the perio the 
vessels are chartered. 

In cases of disasters or special emergencies chartered ships may 
not be employed in Government traffic for which the lines of the 
company can serve, without special agreement. 

Charter rights remain effective for the period of one year after 
termina.tion of contract where the Governor General fears a disrup
tion of transportation facilities in the archipelago. The vessels char
tered under these conditions must be redelivered to the company not 
later than one year following the termination of the agreement. 
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Under military rights the Government also has the right to requisi
tion company vessels and assume ownership at compensation to be 
determined by experts. 

The company must cooperate with the Government in the con
struction of equipment and fittings to make vessels serviceable for 
military purposes, such cooperation to be rendered upon the request 
of the Governor General and at compensation to be determined. 
If the personnel on vessels chartered for war or emergency pur

poses performs services for national defense or for troops in the 
field or for the League of Nations, and such personnel has not been 
summoned for military service, the Government will indemnify for 
disease, injury, death, capture, or missing status. 

Oompensation and sUbsidy.-For the transportation of letter mail 
a remuneration will be paid to the Royal Packet Navigation Co. on 
the same basis as is generally fixed for this transportation in the 
Netherland Indies. 

For the obligations undertaken by the Royal Packet Navigation 
Co. resulting from the agreement, disregarding the remunerations 
and tariffs elsewhere specified, the Government will pay the com
panyan annual amount of 200,000 florins ($80,400). 

Transportation charges due the company for Government traffic 
must be settled immediately if possible. 

Autonomous territories on the basis of the sixth and twelfth chap
ters of the Indies State Regulations as well as self-governing terri
tories are not included in the agreement but may join it if they so 
desire. 

lAVA-CBINA..1APAN CONTRACT OF 1902 

The Java-to-Australia line was subsidized by a "law of September, 
1911, authorizina the .Governor General of the Netherland East 
Indies to conclu:ie an agreement which granted the company up to 
1920 an annual subsidy not exceeding 150,000 florins ($60,300) for 
the maintenance of direct service between Java and Australia with 
12 sailings annually. 

The Java-China-Japan Line was established on September 15, 
1902, under a law of July 7, 1902, and an agreement between the 
State and the company by which a Government loan was granted. 
The Java-China-Japan Lille is another enterprise in the establish- . 
ment of which the Nederland Steamship Co. was interested. 

The purpose of the line was to provide regular mail services 
between Java and China and Japan. The contract was for 15 years 
and the Government loans granted were 300,000 florins ($120,600) 
annually for the first five years, 250,000 florins ($100,500) for the 
next five years, and 200,000 florins ($80,400) for the final 5-year 
period, or $1,507,500 in all. . 

GOVEBNlUlNT LOAN TO JAVA LIN. 

The loan advanced to the Java-China-Japan Line is the first 
instance of Government advances of capital to Netherland steam 
shipping. 

Article 1, section 5, of the law of July 7, 1902, provided that the 
stockholders should first receive out of the net earnings a dividend 
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equal to 5 per cent on the paid-up capital stock. From net earnings 
of more than 5 but less than 9 per cent the State would receive two
fifths, and from net earnings in excess of 9 per cent the State would 
receive three-fourths. If in any year the profits paid to stockholders 
were less than 5 per cent, the deficiency should be made up out of 
extra profits in the following years, before the State could partici
pate. In the event of liquidation, the unpaid balance of the advance 
would be paid to the State out of the assets of the company after the 
settlement of all debts and the repayment at par of all capital stock. 

The subsidies or advances were to be made in equal shares by the 
Netherlands and the Government of the Netherland East IndIes. 

The service required under this law was a voyage every four weeks 
between the ports of Surabaya, Samarang, Batavia, Hong Kong, 
Shanghai, Yokohama, Kobe, and Amoy, with calls on both the out
ward and the homeward voyages at the first four ports. 

The following additional conditions were imposed: 

~
a) All mail ... including parcel-post packages, to be carried free. 
b) Speed.-~ ot specified. 
c) Admiralty reqwirements.-The Governor General of the 

Netherland East Indies to have the right to hire one or 
more ships at a price not to exceed 0.75 florin ($0.302) 
per net register ton per day on the first 600 tons and 0.50 
florin ($0.201) per net ton per day on each remaining ton. 
The Governor General to have the right to purchase at 
any time one or more of the ships of the company. 

(d) Oontrol by Government.-Appointment of directors and 
representatives and adoption of statutes and by-laws to 
be subject to the approval of the Netherland Government, 
which was also to have the right to be represented at all 
meetings of the company and the power to examine all 
its books and papers. 

(e) Nationalit'!/ of officers and crew.-The commanders, mates, 
- and engmeers must be Netherlanders, or must belona' to 

the native pO'pulation of the Netherland East Indies, 
except in sp'eClalcases, at the discretion of the Governor 
General. (No requirements as to nationality of crew were 
included.) 

The Java-China-Japan Line repaid the advances in installments 
beginning in 1913 and ending in 1919, when the contract with the 
Government automatically terminated. . 

NETHERLANDS-WEST INDIES SERVICES 

. ROYAL WEST INDIAN MAIL CONTRACTS OP 1894-1930 

The Royal West Indian Mail Service (Koninklijke West-Indische 
Maildienst) was established on August 15, 1882, to provide regular 
communication by vessels of Dutch nationality with the Netherland 
West Indies. For 45 years this company has maintained connections 
between the Netherlands and Surinam (Netherland Guiana) and 
Curacao, partly by direct services from Amsterdam and partly by a 
line from New York. 

The first contract was for 10 years, ending in 1894, with a sailing 
every month for a payment of 36,000 florins ($14,472) annually on 
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the line from Amsterdam. From New York about 30 sailings were 
to be made, and toward this the colony of Curacao paid only 1,200 
florins annually for the transport of mails. 

On August 25,1895, a 5-year contract, commencing April 1, 1896, 
became effective and provided for a voyage from Amsterdam to 
Cura~ao every three weeks. 

The company was to receive for the carriage of both letter mail 
and parcel-post matter for each outbound and homeward voyage 
1,400 florins ($560). It was provided, however, that if the space 
occupied by the parcel-post packages should be more than 2 cubic 
meters (about 70 cubic feet) payments should be made at the rate of 
40 florins ($16.08) per cubic meter of additional space so occupied. 
A limit of 47,600 florins ($19,135) was placed on the sum that could 
be earned in anyone year. . 

Upon expiration of this contract in April, 1901, the, contract 
was prolonged to January 1, 1920, on which date it was superseded 
by a new contract that grants the company compensation for the car
rIage of letters pursuant to the terms of the Netherlands' postal law 
and the International Postal Union convention. Carriage of parcel
post packages to the N etherland West Indies, Central America, Ecua
dor, Colombia, Peru, Venezuela, and' Chile is at the rate of 402 32, 32, 
28,37,40, and 41 florins, respectively, for the several countrIes, per 
cubic meter of ship's space occupied. 

NETHERLANDS-ARGENTINA-BRAZIL SERVICE 

ROYAL DUTCH LLOYD CONTRACTS 

The company that is now the Royal Dutch Lloyd (Koninklijke 
Hollandsche Lloyd) was originally a line established to South Amer
ica in 1900, which led an unsuccessful existence until reorganized by 
a strong financial group under its present name in 1908. Pursuant 
to a law of November 29,1907, this company was to receive an annual 
advance from the Government for a period of 15 years. Services 
with both cargo and passenger lines to South America were opened. 
Passenger vessels were luxurious in appointment, emigrant hotels 
were built in Amsterdam, and the company expanded enormously. 

CONTRACTS 01' 1907-1928 

Under the provisions of the law of November 29, 1907, mails and 
parcel-post matter were to be carried free. Subsequently it was 
agreed that the amounts the Netherlands postal administration re
ceived from the postal administrations of other countries for trans
portation of mails oli the vessels of the Royal Dutch Lloyd should be 
divided, half to be paid to the steamship company, and half retained 
by the GovernnIent and credited to the company by way of repay
ment of the subsidy received. The advances were entirely repaid on 
January 25,1920, whereupon the agreement automatically terminated. 

Following the termination of the original agreement, a new con
tract was concluded, by which the company was to, receive mail 
payment at International Postal Union rates. Parcel-post matter 
to Spain, the Canary Islands, and South America was to be car
ried at the rate of 10, 20, and 50 florins, respectively, per cubic meter, 
(35.31 cubic feet) of ship's space occupied. 
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In 1921 the company faced financial difficulties and sold four of 
its best vessels. In 1923 it again became financially involved, and 
was reorganized with the assistance of the Government and the 
municipality of Amsterdam, which together guaranteed cash ad
vances to a maximum of 7,000,000 florins ($2,814,000) at 6 per cent 
interest. The contract covering this was signed December 10, 1923. 

OONTBACT OJ!' 1929 

During 1929 the company again carne up for official considera
tion and a further advance of 3,000,000 florins was authorized, one
fourth of which was to be advanced by the municipality of Am
sterdam. This advance was to draw 5 per cent interest. The agree
ment was signed February 5, 1929.' An abstract of the principal 
provisions of this contract follows. 

ARTs. 1 and 2. Company to maintain 42 sailings annually between 
the Netherlands and South America with suitable vessel equipment, 
subject to the regulation of the Minister of Labor, Trade, and 
Industry. 

ART. 3. Vessel equipment to consist of present vessels and re
placements built in the Netherlands unless the minister grants 
exemption based upon delay in delivery or excess cost. 

AnT. 4. Publicity in connection with sailings. 
AnT. 5. Officers to be Netherland citizens unless the mimster shall 

determine otherwise. 
AnT. 6. Regulations as t{) transportation of passengers and cargo 

and tariffs. 
AnT. 7. Service-requirement exemptions in the event of war or for 

other important reasons. 
AnTS. 8, 9, 10 and 11. Governnient financial and loan provisions. 

State to advance, as loan, three-fourths and the municipality of 
Amsterdam one-fourth of the amounts by which operating expenses 
exceed op'erating receipts during the period from October 1, 1928, 
to January 1, 1931. 

Operating expenses shall not include depreciation on company 
property nor interest due the Government or the municipality of 
Amsterdam. Interest due creditors shall be included. The balances 
of voyage accounts on voyages begun but not finished on October 1, 
1928, and all voyage accounts between that date and January 1, 1931, 
were to be included in the operating account. 

Between October 1, 1928, and JanuarY' 1, 1929, the State was not to 
advance more than 250,000 florins and from J annary 1, 1929, to 
January 1, 1931, not more than 1,000,000 florins per year. When a 
favorable balance of 800,000 florins has been established, the surplus 
is to be employed according to the directions of the minister to redeem 
the advance granted. 

The minister may exercise discretion in respect of proper charges, 
and he may cancel the agreement by 90 days' notice OIl January 30, 
1930, and demand payment of the money advanced under the agree
ment if the company in his opinion does not take adequate measures 
to insure proper management and operation. Interest rate to be 5 
per cent. 

Advances may be made following the completion of each voyage 
account which shall have been approved by the minister. Voya.ge 
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accounts shall be prepared in accordance with the regulations speci
fied by the minister. 

So long as there are amounts due the Government under the ad
vances authorized by the agreements as of December 10, 1923, and 
February 5, 1929, the company will be liable to have its unmortgaged 
property sold to satisfy the claims of the Government upon demand. 

ART. 12. Penalty clauses: 100,000 florins for each violation of the 
requirement to build vessels in the Netherlands. For each voyage 
not completed in accordance with the required annual number, 50,000 
flor~ns; for omitting to cal~ at a req.uired P?rt, 10,000 florins; 250 
florms per day for delay m advertIsed sailmgs; for each voyage 
completed by steamers not approved O!l' classified to the satisfaction 
of the minister, 5,000 florins; numerous smaller penalties. Penalties 
are due both Government and Amsterdam in the proportion of 3 to 1. 

ART. 13. Management to retain nationality and Government com
missioner to be appointed to look after Government's interests. 

ART. 14. Government provisions for seizure of property in case 
services are not maintained. 

ART. 15. Required annual sailings to be one-third in operation by 
October 1, 1928. 

ART. 16. Agreement to terminate upon fulfillment of financial 
obligations of the company. 

AnT. 17. Covers agreement with municipality of Amsterdam in 
respect of loans and reimbursement. 

ART. 18. Administrative expenses in connection with contract are 
for account of the company. 

ROYAL DUTCH-NORTH GERMAN LL9YD POOL 

The Royal Dutch Lloyd has entered a pooling agreement with the 
North Geqnan Lloyd from which important financial advantages are 
expected. In order that the effectiveness of this agreement may be 
realized the Government again has extended its guaranty loan period 
for two years, to December 31, 1932, on condition that the municipal
ity of Amsterdam provide a credit of one-third of a total loan of 
2,000,000 florins ($804,000) at 5 per cent interest during the period 
of extension. . 

Under the terms of the working agreement, Consul General 
Charles L. Hoover, Amsterdam, reports, the Royal Dutch Lloyd and 
the North German Lloyd will jointly operate the following services: 

1. Direct express cargo service between Amsterdam, Monte
video, and Buenos Aires, without calls at intermediate 
ports. 

2. A special service to the south Brazilian ports of Porto Alegre, 
Paranagua, San Francisco do SuI, Florianopolis, and Rio 
Grande. . 

3. Direct express cargo service between Amsterdam and Rio de 
Janeiro and Santos. 

4. Special service to Cabedello, Pernambuco, Bahia, and, 
eventually, Victoria. This service will also serve Rio de 
Janeiro and Santos. . 
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NETHERLANDS-UNITED STATES SERVICE 

. BOLLAND AMERICA CONTRActS OF 1909-19%% 

On February 27, 1909, the Holland America Line entered into a 
contract with the Netherland Government for the carriage of letter 
mail, compensation to be made at International Postal Union rates. 
The original contract was superseded by a new one effective January 
1,1922, also on the basis of Postal Union rates. From :May 17, 1910, 
the company had been paid 25 florins ($10) per cubic meter of ship's 
space occupied for carryin~ parcel post. On :May 17, 1920, the 
parcel-:post rate was changed to 0.25 florin ($0.10) per kilo (2.2046 
pounds). 

:Most of the Netherland mails for the United States have been 
expedited by North Sea service to England and thence to America. 
Before the war the avera~e annual letter-mail pay to the Holland 
America Line to New YorK was less than 500 florins ($200). With 
the outbreak of war and the censorship of mails through Great 
Britain, the paYD?-ent to the Holland America Line rose to 180,000 
florins ($72,360) in 1914 and to 370,000 florins ($148,740) in 1915; 
but it dropped rapidly in the years of submarine warfare, and in 
1918 was only 75 florrns ($30). The parcel-post payments before 
the war averaged 2,000 florins ($804) a year, rose to 145,000 florins 
($58,290) in 1915, and dropped to 24 florins (about $10) in 1917. 
In 1919 the total payments were 16,000 florins ($6,432). 

Considerable United States capital is employed by the Holland 
America Line. In April, 1922, a 25-year, 6 per cent bond issue was 
offered through New York underwriters in the' amount of 20.000,000 
florins ($8,040,000), being part of an authorized 30,000,000 florin 
($12,060,000) issue. The remainder of 10,000,000 florins was offered 
in the Netherlands at the same time. The purpose of the loan was to 
raise funds with which to build three passenger vessels of an aggre
gate of 42,400 gross tons and nine cargo vessels of an aggregate of 
98,200 gross tons. The issue is tax free in the Netherlands, and the 
company pays no normal income tax in the United States.4 

NETHERLANDS-SOUTH AFRICA SERVICE 

BOLLAND SOUTB AFRICA CONTRAct OF 1921 

On July 20, 1921, a contract was concluded with the Holland 
South Africa. Line for an increased passenger and mail service with 
Cape Town and Durban. This was ratified by the law of July 30, 
1921. (Staatsblad No. 1018.) The Cape Colony was a Netherland 
colony 120 years ago, and the Dutch element still is a large part of 
the EuropeanJopulation of South Africa. 

The essenti features of the contract, as stated by H. W. Adams, 
acting commercial attache at The Hague, in a report dated January 
15, 1923, are: 

The contract covers a period ot five years and provides for the operation 
ot a service under the Netherland fiag between the Netherlands and South 
Africa and for the transportation of mails, including parcels, to and from 

• Moody's Manual of Investments: Industrials, 1931, p. 2513. 
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the various ports ot call. The company is to make 12 voyages annually, at 
intervals ot about oue month, with steamships which, in addition to being 
adapted to freight traffic, are equipped for transporting a limited number of 
passengers. The company is gradually to increase both the number of voyages 
and the facilities for the conveyance of passengers, to the end that within five 
years after the beginning of the first voyages under this contract a yearly 
total of 24 voyages at intervals of about 15 days will have been attained. The 
semimonthly voyagea are to be made with steamships equipped for the con
veyance of both cabin and steerage passengers, in the services from Amster
dam or Rotterdam via Cape Town to Durban and from Durban via Cape Town 
to Amsterdam or Rotterdam. The company is permitted to establish additional 
ports of caU besides those specified in .the contract and to undertake more than 
the prescribed number of voyages. 

This contract further provides that the company is to receive from the 
Government a yearly advance of 1,000,000 florinS ($402,000) for a period of five 
years. If the profit available for distribution exceeds 6 per cent of the paid-up 
capital stock outstanding, such surplus is, first of all, to be used in paying to the 
Government interest at the rate of 5 per cent on the unredeemed balance of 
advances received up to December 31 of the preceding year. Half of the 
remaining surplus profit is to be retained by the company, and half is to be p,aid 
to the State by way of redemption of the advances received. The following 
additional provisions were embodied in this contract: 

1. Nationalitu of otficer,.-The commanders, mates, and engineers must be 
Netherlanders, unless this requirement be waived by the Minister for Agricul· 
ture, Industry, and Trade. 

2. Nationalit, of manager-,.-AU the managers must be Netherlanders, unless 
this requil'ement be waived. 

3. Appointment, of maftager,.-Appointments of managers are to be subject to 
the approval of the Minister for Agriculture, Industry, and Trade. 

4. Got1emment controL-The Queen has the right to appoint a Government 
representative in the company, who may attend all meetings of sha'reholders or 
directors or of other such officials, and he shall have access to the offices and 
files and shall be allowed to inspect aU the books and documents of the com
pany. The articles of association and modifications thereof, together with the 
tl'rms and conditions on which debenture loans are to be made, are subject to 
the approval of the Minister for Agricultu're, Industry, and Trade. 

5. LiquUlatiotl. The company shall not be liquidated without the consent of 
the Minister for Agriculture, Industry, and Trade, who, however, may withhold 
this consent only on the ground that such liquidation is not warranted by the 
financial condition of the company. 

TOTAL GOVERNMENT SUBSIDIES AND ADVANCES 

According to the Statistical Yearbook of the Netherlands for 1929 
(Jaarcijfers voor Nederland), showing expenses of the State in con
nection with all departments of navigation, the Government of the 
Netherlands has expended in subsidies and advances- to navigation 
companies and for navigation generally the following annual 
amounts: 
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TABLE .78.-SUBsIDIES AND ADVANCES BY NI!l'l'HERLAND GOVERNMENT TO S'fEAMSII1P 
qOMPANIES AND TO NAVIGATION GENERALLY, 1900-1928 

Steamship companies, Subsidies and olher 
subsidies. advances, etc. expenses 

Year Equiv8-
lenl in 

Florins United Florins 

Equiva
lenlin 
United 
States 

currency I 
States I currency I 

1:----1----

~:l:::::::: ::::::: ::::::::::::: _: :::::: :::::::::::::: I::::: ::::::::: :::::::::::: 1.02 ___________________________________________________________________________ _ 

1903__________________________________________________ 50,000 $20,100 1904 ________________________________________________ ._ 198,000 79,6\J6 
1905. __________ ._. _________________________ ._ _ ______ 198,000 79,596 
1906__________________________________________________ 197,000 79,194 1907 ______________ .___________________________________ 187,000 76,174 
1908______________ __ __________________________________ 389,000 1.xl,378 
1909__________________________________________________ 426,000 171,252 
1910__________ ________________________________________ 426,000 171,252 
1911__________________________________________________ 426,000 171,252 1912 _____________________________________________ ._ __ 426,000 1<1,252 
1913 ________ . _______ .. ________________________ ,_______ 346,000 138,690 
1914________ __________________________________________ 302, 000 122,672 
1915._ ________________ __ ______________________________ 302,000 121,857 
1916________________________________ _ ________________ 302,000 126,085 
1917____________________ _ __ __________________________ 302,000 126,447 
1918 ____ . _____ ----------______________________________ 202,000 94,536 
1919 ______ • _____________________________ ._____________ 102,000 40,198 
1920 .. __________ ______________________________________ 51,000 17,564 
1921 ______________________ , _____ ._ ____________________ • 1,001,000 336,837 
1922____________________________ ________ ____ _ ________ • 1,003,000 386, 165 
1923 __________________ • _____________________ • _______ .. • 1,016,000 397,256 
1924 ______ ._ .. ____ . _____________ ._ ____________________ • 1,008,000 386, 157 
1925 __ .. ______________________ . __ .. ___________________ • 1,003,000 402,805 
1926__________ ______ ____________ ____ __ ________________ 3,000 1,203 
1927 __________________________________________________ 8,000 1,203 

1928__________________________________________________ 3,000 1,207 

34,000 
SO, 000 

. 72,000 
74,000 
28,000 
23,000 
31,000 
40,000 
38,000 
33,000 
24,000 
25,000 
30,000 
36,000 
44,000 
43,000 
44,000 
79,000 
67,000 

148,000 
183,000 

• 409,000 
'319,000 

180,000 
167,000 
147,000 
153,000 
147,000 
193,000 

$13,668 
12,OtO 
28,944 
29,748 
11,256 
9,246 

12, 462 
16,080 
15,276 
13,266 
9,648 

10,050 
12,01'0 
14,472 
17,873 
1'1,351 
18,370 
33,077 
31,356 
68,327 
62,989 

137,629 
122,81.1 
70,380 
63,811 
bIl,035 
61,353 
58,962 
77,625 

I Converted at the par rate 01 $0.402 lor 1911O-1913; $0.4002 lor 1914; $0.4035 lor 1915; $0.4176 lor 1916; $0.4187 
lor 1917; $0.468 lor 1918; $0.3941 lor 1919; $0.3442 lor 1920; $0.3366 lor 1921; $0.385 lor 1922; $0.391 lor 1923; $0.3821 
lor 1924; $0.4016 lor 1925: $0.401 lor 1926; $0.4011 lor 1927; and $0.4022 lor 1928. 

I Includes an advance 01 1,000,000 florins to the Bolland South Africa Line, 
'Includes expenses 01 regulation 8Dd inspection of interior navigation_ 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Until comparatively recent years vessels of Dutch nationality 
enjoyed special advantages in the trade between the Netherlands and 
its colonies in' the East Indies by which lower tariff duties were 
imposed on imports carried in Dutch vessels. This differential was 
reduced in 1865 and entirely abolished in 1872. Since 1912 the 
coastal trade within the archipelago also is open to vessels of all 
nationalities under certain restrictions. 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Imported ships and barges are duty free in the Netherlands. 
Parts and accessories for ships and barges not suitable for any other 
purpose and not specified by name in the tariff as being dutiable~ 
Ilre duty free. Among such parts are propellors, portholes, row-
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locks, lifebuoys, fenders, ship's telegraphs, power win9h$,.and sails, 
if of duty-free materials. Boilers, engines, motors, cable. and rope, 
unworked steel and iron plates and profiles, and unworked or sawn 
and planed timbers are also duty free. Other materials and acces
sories for ships are either duty free or dutiable at 5 per cent or 
8 per cent ad valorem, and all imports are subject to a statistical tax 
of one-tenth of 1 per cent. 

Exemption from import duty and statistical tax may be granted 
for materials and articles for the construction of vessels for export, 
if the purpose and identity of the materials and articles can be 
established. The period fixed for reexportation is .12 months, but 
it may be extended, where circumstances warrant. 



NORWAY 

ECONOMIC DEVELOPMENT AND SHIPPING 

Norway is a long, straggling country with a straight-line coast 
length of about 2,000 miles which indentations cause to measure 
actually some 12,000 miles. The great expanse of sea to the north, 
west, and south, the countless harbors, inlets, and fjords sheltered 
by islets, and the rich supply of marine life for the fisheries form 
the center of the principal economic interest of the Norwegians. 
Notwithstanding about one-third of its area lies within the Arctic 
Circle, Norway possesses a very important advantage over other 
northern countries in that, due to the tempering influence of the Gulf 
Stream, practically all its harbors are ice free during the winter 
months. 

From the beginnings of their history the Norwegian people have 
followed the' sea, and the economic structure of Norway revolves 
about the sea industries. Commercial shipping provides oppor
tunities for employment and investment to the Norwegian popula
tion to such a degree that it is inextricably interwoven in the 
progress of the nation. 

AREA AND OCCUPATIONS 

While the area of Norway is ~reater than that of either Italy or 
the British Isles, the population IS small. Mountain lands comprise 
60 per cent, forests 23 per cent, and cultivable lands about 6 per cent 
of the total area. The mountain lands are the source of a consider
able mineral supply and water power; the forests are the basis of 
timber, lumber, and wood-pulp industries. At the beginning of the 
nineteenth century 80 per cent of the whole population was classed 
as agricultural; at present approximately 30 per cent of the total 
popUlation of about 2,700,000 is engaged in the manufacturing 
trades. Two-thirds of the population live near the coast. 

From 1920 to 1929 Norwegian shipping employed an average of 
25,600 persons on board ships engaged in the foreign trade.1 The 
total employment in shipping was stated in the official statistics for 
1928 as 33,025; in whaling, 1,155. Thus, there is employment on board 
Norwegian vessels in the foreign trade for approximately 1.9 per 
cent of the total male population of 1,290,500 (census of 1920) and 
on all Norwegian shipping for approximately 2.5 per cent of the 
total male popUlation. These figures do not include allied indus
tries or shore staffs. 

The Norway Yearbook for 1924 states: "At the present time about 
30,000 seamen of subordinate grades and about 15,000 officers are 

1 Norway'. 01llclal Statistics, VIII, 148, Shipping, 1929, p. 53. 

376 
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employed on Norwegian ships. It is estimated that of the entire 
adult male population of Norway (approximately 660,000) about 
17 per cent (112,000) take to the sea for their livelihood." This, 
of course, would include the fisheries and allied industries. 

WAGES ON NORWEGIAN VESSELS 

The Norwegian Shipowners' report of September, 1929, presents 
a relative percentage scale of wages for selected ratings as compared 
with north European countries for the year 1928. From this it 
appears that wages for a quartermaster, first class, on a Norwegian 
vessel, taken as 100,will compare with 111 for Denmark 86 for 
Sweden, 94 for the Netherlands, 85 for Great Britain, and 71 for 
Germany. 

The Norwegian first-class machinist taken as 100 compares with 
121 for Denmark, 93 for Sweden, 106 for the Netherlands, 93 for 
Great Britain, and 82 for Germany. 

The Norwegian seaman taken as 100 compares with 106 for Den
mark, 93 for Sweden, 99 for Great Britain, 100 for the Netherlands, 
and 69 for Germany. 

The Norwegian steward taken as 100 compares with 93 for Den
mark, 78 for Sweden, 88 for Great Britain, and 37 for Germany. 

CAPITAL INVESTMENT IN SHIPPING INDUSTRY 

No nation has SO large a proportion of shipping tonnage to popu
lation as Norway; on July 1, 1929, the Norwegian Shipowners' As- . 
sociation placed the Norwegian-owned tonnage at 1,150 gross tons 
per 1,000 inhabitants, of which 800 gross tons represented steam ves
sels and 350 tons internal-combustion power vessels. Norway's 800 
tons of steamer tonnage per 1,000 inhabitants compares with Great 
Britain's 375 tons; and its 350 tons of motor tonnage per 1,000 in
habitants compares with Denmark's 100 tons. 

A very large part of Norwegian shipping is financed through 
single-ship companies by and in the various communities. Available 
information indicates that only one bank is especially designed for 
the handling of shipping securities. . 

In 1914 the investment in shares of Norwegian shippin~ companies 
was 278,000 000 kroner ($74,000,000),2 while investment In other in
dustrial undertakings was 390,000,000 kroner ($104,000,000) and in 
bankin~ activities 73,000,000 kroner ($19,400,000). In 1920 shipping
share Investment reached 1,159,000,000 kroner ($191,600,000 at 
$0.1653 to the krone), while other industrial-share investment was 
1,535,000,000 kroner ($253,700,000) and bankin~ investment 552,-
000,000 ~oner ($91,200,000).8 Following the hIgh-freight 'period, 
investment receded, until in 1924 it was 877,346,000 kroner 
($122,300,000) . 

The above figures include the whaling industry. Due to the in
creasing flow of capital into and the growth of the whaling industry, 

• Throughout tbis section, in converting kroner to United States currency the par rate 
of $0.268 has been used to 1913, yearly averages as given in Mood's Handbook of Foreign 
Currency and Exchange for 1914-1929. and par for 1930. 

"The Norway Yearbook, 1924, p. 369. 

85083-32--26 



378 SB;IPPING AND SHIPBUILDING SUBSIDmS 

statistics for that industry are separately stated in the official reports 
beginning with 1925, when shipping investments stood at 762,-
206,000 kroner ($136,300,000 at $0.1788 to the krone) and whaling 
at 86190,000 kroner ($15,400,000); in 1926 shipping investments 
were 728,663,000 kroner ($162,700,000 at exchange of $0.2233) and 
whaling 92,433,000 kroner ($20,600,000). 

THE NORWEGIAN COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

The Norwegian commercial fleet of vessels of 100 tons or more, 
amounting in 1913 to 2,458,000 gross tons and in 1920 to 2,219,000 
gross tons, stood at 3,224,000 gross tons in 1929, at 3,668,000 gross 
tons in 1930, and at 4,066,000 gross tons on JUly 1, 1931-a fleet 
exceeded only by the fleets of Great Britain, the United States, 
Japan, and Germany. 

Norwegian official statistics, which include steamers and motor 
ships of 25 gross tons and over and sailing vessels of 50 gross tons 
and over, give the total fleet as 3,884,000 gross tons for 1930, nearly 
500,000 tons more than in the preceding year. The development 
and general trend in types of vessels making up this tonnage are 
shown in Table 79. 

TABLII 79.--GBOWTH OF THill NORWEGIAN COMMERCIAL FLEET 

ToLal Oeet Net change, increase C+) or decrease C-) 

Year I 

1913 __________________________ • 
1914 _______ • __________________ _ 
1916 ___ • ______________________ _ 
1916 _____ • ___________________ _ 
1917 _________________________ _ 
1918 _________________________ _ 
1919 __________________________ _ 
1920 __________________________ _ 
1921. _________________________ _ 
1922 __________________________ _ 
1923 __________________________ _ 
19'.14 __________________________ _ 
1926 __________________________ _ 
1926 __________________________ _ 
1927 _______________________ ._ 
1928 _______________________ • __ _ 
1929 _________________________ _ 
1930 __________________________ _ 
1931 __________________________ _ 

Lloyd's Norwegian 
Register I S~~1i~ I 

Gr ... '01I' 
2, 4[,8, 000 
2, 605, 000 
2,529,000 
2, 771,000 

~:l 
l,8S8,OOO 
2, 219,000 
2, 684, 000 
2,601,000 
2, 552, 000 
2, 605,000 
2, 681, 000 
2,842,000 
2,824,000 
2, 968, 000 
3,2240000 
3,668,000 
4,066,000 

Gr ... ,01I' 
2, 586, 000 
2, 648, 000 
2, 662, 000 
2, 629, 000 
2,059,000 
1,892, 000 
2,057,000 
2,429,000 
2, 629, 000 
2,609,000 
2, 572, 000 
2,599,000 
2, 784, 000 
2,852, 000 
2, 944,000 
3,117,000 
S, 392, 000 
3,884,000 

C') 

ToLal Steamers 

Gr ... ,..., GrOll"'" 
+97, 000 +124, 000 
+62, 000 +105, 000 
+14, 000 +60, 000 
-33,000 +26,000 

-5io, 000 -~, 000 
-167,000 -153, 000 
+165,000 +139,000 
+372, 000 +367,000 
+200,000 +198,000 
-20, 000 - 26, 000 -37,000 ___________ _ 

+27,000 +60,000 
+185, 000 +59, 000 
+68, 000 -44, 000 
+92, 000 -10. 000 

+173,000 -4,000 
+275, 000 +111,000 
+49'2, 000 +62, 000 

C') C') 

Motor 
ships 

Sailing 
vessels 

Gr ... I.... GrOll I .... 
+3, 000 -30, 000 
+5, 000 -48, 000 

+13, 000 -59, 000 
+26, 000 -84, 000 
+31,000 -145,000 
+28, 000 -42,000 
+53,000 -27,000 
+35, 000 -30, 000 
+22. 000 -20, 000 
+21,000 -15, 000 
+18, 000 -55,000 
+41, 000 -64, 000 

+lso.000 -24,000 
+123,000 -11,000 
+110, 000 -8, 000 
+188,000 -11,000 +164, 000 _________ _ 
+430. 000 ___________ _ 

C·) C·) 

I Flgnres are as of July 1 lor Lloyd's and Dec. 31 lor Norwegian official statistics. 
I Includes vessels 01 100 gross tons and upwards. 
I Includes steamers and motor ships 01 i5 gross tons and over and sailing vesseJs 01 60 gross tons and over • 
• Data not available. 

According to Lloyd's Register, Norwegian tanker- tonnage on 
July 1, 1930, ranked third and motor-vessel tonnage second in world 
scale. The Norwegian commercial fleet, as a whole, however, ranked 
first in proportion of new tonnage, with 30.2 per cent under 5 years 
old, WhICh compared with 19.7 per cent for Great Britain and Ire-
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Jand, 4.1 per cent for the United States, and 11.1 for Japan. On 
July 1, 1931, Norway's relative rank remained unchanged, the coun
try still being third in tanker tonna!re, second in motor-vessel ton
nage, and first in proportion of new ilips; but vessels under 5 years 
old constituted 33.8 per cent of Norway's commercial fleet on July 
1,1931, contrasted with 22.4 per cent for the United Kingdom, 12.9 
per cent for Japan, and 5.4 per cent for the United States. A reason 
for the high percentage of new tonnage in the Norwegian fleet may 
be found in the high proportion of tonnage lost during the war. 
Thus, during the period 1914-191849.6 per cent of the Norwegian 
fleet was lost, which compares with 46.9 per cent for Italy, 39.7 per 
cent for France, and 37.6 per cent for the British fleet. 

Commercial Attache Marquard Lund, Oslo, reported on February 
14, 1930, that the tanker tonnage under contract for construction for 
Norwegian account had then reached 760,000 dead-weight tons, for 
delivery in 1930, 1931, and 1932; that the 11,000 to 14,000 ton tankers 
were contracted for on the basis of 10-year time charters with Amer
ican and English oil companies; that the 8,000 to 10,000 ton tankers 
were for open-market chartering on 2, 3, and 5 year charters, and 
that at current rates the vessels were expected to yield net earnings 
of 10 to 15 per cent. 

OWNERSHIP OF THE FLEET 

In a report dated October 12, 1925, the then acting commercial 
attache at Copenhagen stated that 2,607,000 gross tons of Norwegian 
shipping were owned by 3,737 owners. The various types of owner
ship groups are shown in Table 80. 

TABLII BO.-FoRK 01' OWNEll8HIP 01' NOBwmlAN MI!:BoHANT MAIuNE, 1923 

I Tolal fleet , Steam vessels Motor vessels SailiDg vessels 

I ' . 
I Nom· G Nom-I G Nom- Gross Nom- Gross 

bel' of ross tons bel' of I ross tons bel' of tons bel' of tons i..wne.s owned ~Wnersl owned owners owned owners owned 

---------+i -------1-----1------
Individoa1s ______________________ .i 1,007 9S, 617 161 I 36, 263 693 36, 293 153 Zl,061 

=~:::::::::::::::::::::I ~ . ~ ~ ;1: rs: i: ___ ~~ ___ ~~~~. __ n~ ___ ~~~~ 
sbareoompanies __________________ II,586 :l, 275, 313 1,946: 1,958,096 2'.!8 173,740 112 143,477 

:;~~::~~::::::::::::::: ~ 1~ ~ i 7~~ ~ ~= ~ :l,~~ 
In:.~~~_~_~_~~_ 194 2:l, 251 UXI 'I 15, 328 88 5, 996 3 927 

~.!::.~:~=::::::::: ~ ~~ 4: ~ill _____ ~ ______ ~_ ::::::: :::::::: 
:==::::::::::::::::::::::::: ~ I~~ ~ i ~~ ~ tzg _____ ~ ____ :.~~ 
CommUlltlS..-..____________________ 38 2, 361 26 . 2, 156 10 410 2 295 
Counlies__________________________ 47 8, D53 31 ~ 16 807 _____________ __ 

TolaI______________________ 3, 737 :l, 6111, 673 1, 905 I :l, 178, 389 1,472 lIl4, 556 3W ~ 

I Norwegian &tatisli ... 

The plan of community ownership in shipping ventures is typi
cally Norwegian, and calls for subscriptions to shares in new ven
tures are frequently to be seen in Norwegian trade journals. A 
single-ship venture thus enlists local capital, provides employment, 
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and generally develops community interest in the individual vessel. 
Table 80 shows 1,586 incorporated companies owning 2,275,313 gross 
tons of shipping, or an average of only 1,430 gross tons per company. 

(For a. discussion of Government ownership in Norway see 
pp.385.) 

EMPLOYMENT OF THE FLEET 

The employment distribution of the Norwegian commercial Heet 
is indicative of the relationship between direct services based upon 
Norway and indirect services based upon foreign ports. Table 81 
presents the principal distribution- of the Norwegian commercial 
Heet. 

TABLE 81.-EMPLOYHENT OF NOBWEGIAN COMMEBCIAL FLEET, 1913 AND 1929 

i 

1913 1929 

February August 
Service 

February August 

Nom· Nom· Nom 

"1 bero Gross bero Gross bero Gross bero Gross 
Ve9- klns Ve9- klns Ve9- klns Ve9- klns 
sels sels sels sels 

-----
Nortb Sea: AU tramp and liner services between 

237,776 

m~.M' T~ 179'D1,514 Norway, Nortb Sea ports, loolsnd, etc .•....••• 299 
Baltic Sea: Services between tbe Baltic and Nor· 

13)'172, 531 way, Englsnd, Bnd tbe Continent ••.•.•.•.•..•• 59 frT,6ff1 323 365, 918 33 42, 826 
Wbite Sea: Servioos between Wbite Sea ports 

ml207' 953 
and Norway, England, and tbe Continent .••.. --- .. _- ---.... _- 88137,170 ••••••••••••• 

Iron and ore services: 
Nortb Norway, United Kingdom/Continent. 17 58,608 13 46, 704 1 54, 298 141,49, 724 
Nortb Swedisb, United KinIWom/Continent. 8 24, 840 .•••••••••••• 3110, 406 
Urbana RanIl80 United Kingdom/Continent. ------ ------- 3 13, 2521 ••••••••••••• J!~~ CBnada and Europe.. ............................. I 4,339 ::II:~~ ~:4tt= Atlantic ooast of United States, Gulf and Europe. 79156, 6ff1 66,317,715 

East ooast of Soutb America and Europe ......... 971138, 761 69197,179 341131,166 19176, 183 
West Indies: To Canada, Atlantio coast of 

United States, and GulL ...................... 132;225, 917 162,305, 820 121 280, 635 12512Bo, 018 Nortb and Soutb America: Between east _.sts 
of N ortb and Soutb Ameri08, and from west 
coasts, or viae versa ............................ 118 158,597 121 172, 6ff1 32161,382 37197,875 

Between west ooasts nf N ortb and Soutb Amer· 
lca ............................................. 7 29,628 4 

Between west coasts of Nortb and Soutb Amer· 
15, 40S 7 35,679 10 46, 127 

ica and Europe ................................. 
East coast of N ortb and Soutb America kl A us· 

62 115, 391 43 82,734 26151,l!OO 37154,837 

B!~:!!:;' ~~~"oo!:r~~'N~~bE::~ ~~it~A;.;,rica· ------ -.. --- .. ~ 1 8,826 4 19,073 16 93,894 

and Australia, Cbina, Japan, and East Indies •• 49 98,634 29 74,404 24138, S02 21
1
11

6,681 Between Australia and Europe.. .................. 58

1

77,298 59121,998 15 8S, 062 14 81,146 
Betweell Soutb Africa and Europe ............... 17 35, 096 19 40,217 3 15, 351 4 17,548 
East Asiatic waters .............................. 34 58, 429 40 74,589 86,215, 769 82206, 757 
Between Europe and Far East ................... 61 1

6,857 
1 1,411 ~107'884 22115,036 

Between Black Sea and United Kingdom/Con· 
10 tinent. ......................................... 14 45, 782 34,826 83,304 16 81,621 

Mediterranean, United KingdOm/Continent and 
Scandinavia .................................... 136~'660 58 Dl,982 102'169, 1137 36 71,678 

United Kingdom/Continent and West Africa and 
Alrl....., Islands ................................. 37 67,346 16 23,440 44 118,099 15 47,369 

Servloes between United Kingdom/continental 
ports from tbe Elbe kl Gibraltar ................ 178

1
200, 029 66 69, 6112 49 56, 961 71 25,927 

Source: Norwegian Shipowners' Assoolatlon: Statistical Data, September, 1929. 

TIME·CHARTER EMPLOYMENT 

A large part of the Norwegian fleet finds employment on a time
charter basis, but official statistics on earnings indicat~ a relative 
decline in this field. (See also Table 83.) In 1913 Norwegian vessels 
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earned a gross freight of 218,619,000 kroner ($58,590,000), of which 
92,957,000 kroner, or 42.5 pe:r cent, was earned on time charters; 
of the gros!l earnings of 432,061,000 kroner ($115,270,000) in 1929, 
136,084,000 kroner, or 31.5 per cent, was so earned.4 

In 1913 the Swedish commercial fleet earned approximately 10 
per cent of its gross foreign freight revenue on foreign time charters; 
in 1927, 4 per cent; in 1928, 5.6 per cent; and in 1929, 5.2 per c~nt.G 

The Danish commercial fleet in 1913 earned 7.85 per cent of its 
gross foreign freight revenues on time charters; in 1927, 11 per cent; 
in 1928,16.8 per cent; and in 1929, 17 per cent.· 

LINER EMPLOYMENT 

Employment of Norwegian tonnage in liner services under -four 
general classifications is presented in Table 82. 

TABLE 82.-DEVEWPMENT OF LINED SEBVICES OF NORWEGIAN COMMERCIAL FLEET, 
1913-1929 

Between foreign ports 
Between NorWay Norwegian coastal 1----------,------
and foreign ports service 

Year 

~!~~ Per cent! c;:,i: Per cent2 

For Norwegian 
account 

~~:S Per cent! 

For foreign 
account 1 

Gross 
tons Percent! 

-----1--,---------------
1913 •••••••••••••••••• 170,582 9.7 70.852 4.0 4,588 0.3 93.979 6.3 
1914 •••••••.•••••••••• 197,010 10.4 72,044 3.8 3,190 .2 93,691 4.9 
1916 •••••••.•••••••••• ·207,468 10.6 75,699 3.8 6,487 .3 92,050 4.7 
1916 ••••••••••.••••••• 223,634 10.8 78,656 3.8 7,961 .4 BO,546 3.9 
1917 ••••••••••.••••••• 224,780 10.5 79,362 3.7 34,468 1.6 63.882 3.0 
1918 •••••••••••••••••• 177,322 10.3 88,493 4.9 28,728 1.7 56,584 3.3 
1919 •••••••••••••••••• 185,057 11.9 79.315 5.1 67,002 4.3 47,485 3.0 
1920 ••••••••••••.• : ••• 187,132 11.2 77,464 4.7 68,122 4.1 46,986 2.8 
1921 •••••••••••••••••• 232,963 11.0 76,749 3.6 116,983 5.5 47,228 2.2 
1922 •••••••••• , ••••••• 298,936 12.9 70,543 3.0 130,000 5.6 43,413 1. 9 
1923 •••••••••••••••••• 356,162 14.0 79,878 3.1 146,693 5.8 39,749 1.6 
1924 •••••••••••••••••• 371,874 14.8 79,250 3.1 135,961 5.4 36,507 1.5 
1925 ••••••••.••••••••• 422,759 17.2 82,551' 3.4 173,815 7.1 41,578 1.7 
1926 ••••••••.••••••••• 422.304 15.4 9O.P59 3.3 230,548 8.4 48,300 1.8 
1927 ••••••••••.••••••• 465,163 16.8 92,727 3.4 217,803 7.9 58,761 2.1 
1928 •••••••••••••••••• 481,258 16.0 95,2".J6 3.2 282,212 9. j 56,000 1.9 
1929 ••••••••.••••••••• 478,741 15.2 97,485 3.1 372,158 11.8 62,234 2.0 

I 

1 Fruit charter, etc., exclusive of Chinese and iron service. 
• Par cent of total lleet. 

From Table 82 it appears that 32.1 per cent of the total Nor
wegian fleet was in liner trade in 1929, as compared with 19.3 per 
cent in 1913, What is more significant is the increase in liner serv
ices in the indirect trades between foreign' ports for Norwegian 
account, thi.s type of employment having increased eighty fold in the 
period 1913-1929, from 4,588 gross tons, or 0.3 per cent of the total 
Norwegian fleet, to 372,158 gross tons, or 11.8 per cent of the total 
Norwegian fleet, 

PARTiCIPATION IN FOREIGN TRADE 

Of the total entered and cleared tonnage of 11,500,000 in the for
eign trade of Norway during 1913 Norwegian vessels constituted 

• Norway: Olllcial StatistiCS, VIII, 148, Shipping, 1929, p. 11. 
I Sweden: Official Statistics, 1929, Shipping, p. 27. 
• Denmark: Olllcial Statistics, Commercial Fleet and Shipping, 1929, p, 46. 
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50.7 per cent. For 1925 Norwegian tonnage constituted 54.4 per 
cent of the total movement in the foreign trade; in 1926,,51.3 per 
cent; in 1927, 51.6 per cent; in 1928, 55 per cent; and in 1929, 47.4 
per cent. Swedish tonnage in the Norwegian foreign trade de
clined from 18.2 per cent in 1913 to 13.3 in 1929, Danish tonnage 
from 13.6 per cent to 7.5, and British tonnage from 11.4 per cent 
to 7.1, while German tonnage rose from 4.3 per cent in 1913 to 15 per 
cent in 1929.1 

EARNINGS OF SHIPPING 

The revenues of Norwegian shipping in the foreign trade pro
vide one of the greatest sources of national income and purchasing 
power. In Table 83 the total freight earnings of the Norwegian 
fleet are stated, showing the trend in trip and time-charter earnings. 

TABLID S3.-EARNINGS OF NORWEGIAN COMMERCIAL FLEET IN THE FOREIGN TRADE. 
1913-1929 

Total gross freight earnings I Trip freights Time-charter freights 

Year 

Kroner 
Equivalent 
in United 
States cur· Kroner Per cent Kroner Per cent 

1913....................... 218, 619, 000 
1914....................... 211,478,000 

m~::::::::::::::::::::::: I, ~ ~~:: 
1917 ••••••••••••••••••••••• 1,107, 177,000 
1918 •••• _ •••••••••••••• _... 904,975, 000 
1919 ••••••••••••••••••••••• 1,032, 528, 000 

im-ml':::l~::l~~:-::- .. i il 
~:~~::~::::::::::::::::::: ~ l!:: 
1929 •••••••••• _............ 432, 061, 000 

rency' 

$58, r,90, 000 
56, 250, 000 

122, 800, 000 
303, 390, 000 
337, 250, 000 
274, 4SO, 000 
253, 800, 000 
211, 580, 000 
81, Ho,OOO 
81,960,000 
80.540,000 
75,640,000 
86, 540, 000 
95,950.000 

110, 120, 000 
106, 760, 000 
115, 270, 000 

125.662, 000 
136, 485. 000 
359, 857, 000 
761,813, 000 
580,376, 000 
305, 723, 000 
445, 535, 000 
619,082,000 
366, 190. 000 
349,047,000 
367,229,000 
404. 121, 000 
366, 307, 000 
322, 3·15, 000 
311,964.000 
288, 459. 000 
295,977,000 

57.S 
64.5 
75. 8 
71.7 
52.4 
33.8 
43.2 
48.4 
67.3 
75.5 
76.0 
74.S 
75.71 75.0 
TJ.8 

68.5 72.1 1 

92, 957,000 
74, 993, 000 

114, 668, 000 
300, Sl9, 000 
526, 801, 000 
599, 252, 000 
586, 993, 000 
6fiO, 884, 000 
178,024, 000 
113, 561. 000 
115, 898, 000 
138, 486, 000 
117, 6S5, 000 
107,363,000 
no, 774, 000 
111, 5-19, 000 
136, 084, 000 

42.5 
35.5 
24.3 
28.3 
47.6 
66.2 
56.8 
51.6 
32. 7 
24.5 
24.0 
25.S 
24.3 
2.\U 
26.3 
27.9 
31.5 

I Converted at the par rate of $0.268 for 1913; $0.266 for 1914; $0,2588 for 1915; $0.2855 for 1916; $0,3016 for 
~m~b~.~b~.~b~.~b~.rnb~._b~.~ 
b_~mb~.~~~.~b~.~b_~.2588b~ 

Source; Officlal StatisUcs of Norway, VIII, 148, Norway's Shipping, 1929, p. n. 

FOREIGN EXPENDITURES OF NORWEGIAN VESSELS 

Inasmuch as a large percentage of the Norwegian commercial fleet 
finds employment in the indirect trades, its foreign expenditures are 
assumed to absorb a large part of the gross freight earnings. The 
statistics compiled in respect of this phase of emp'loyment of Norwe
gian vessels are of wide interest and are presented here for their 
value in connection with shipping economics generalll.8 

During the years 1867-1872 the statistical office 0 the Norwegian 
Department of the Interior requested detailed accounts of vessel 
operations for the purpose of establishing net earnings based upon 

• Norway Official Stntlstlcs, VIII. 148. Norway's Shipping, 1929, p. 8. 
• Norwegian Sblpowners' Associatiou, Septemb~r, 1929. 
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grO!~ revenues and all expenditures. Since expenditures made both 
in Norway and in foreign countries were covered, it became a simple 
matter to establish the percentage of gross freights absorbed by 
foreign expenditures. 

From the 275 vessel accounts submitted during this period it was 
calculated that 41 per cent of the total gross freight revenues was 
expended in foreign ports in 1867, 42 per cent in 1868, 43 per cent 
in 1869, 39 per cent in 1870, and 42 per cent in 1871 and 1872, an 
average of some 40 per cent. These percentages were adopted offi
cially in calculating the foreign trade balances of the nation for 
the years stated. In following years foreign expenditures ranged 
from 40 to 45 per cent; in 1880 they were 45 per cent, and beginnmg 
with 1883, 50 per cent. The increase was caused by a greater portion 
of Norwegian tonnage finding employment in the indirect trades 
between foreign ports. 

In 1924 a special investigation of the subject was again instituted, 
and Norwegian owners were requested to submit vessel accounts 
showing foreign expenditures made under the heads of (a) coal, fuel 
oil, provisions and stores, (b) port charges and cargo handling, (c) 
wages paid, (d) commissions paid to foreign brokers, (e) repairs 
and classification expenses, and (I) other expenses. Reports cover
ing 770 vessels with total ~ freight earnings of 418,000,000 kroner, 
or 77 per cent of the total gross freight earnings of 542,600,000 
kroner for the year 1924, were received. All reports were not com
plete; but upon the basis of the complete reports it was estimated 
that, of the total gross freights, 294,000,000 kroner (54.2 per cent) 
was expended as foreign expenses. The percentage of foreign ex
penditures varied with time-charter and trip freights, with direct and 
indirect services, and with types of vessels, as shown in Table 84. 

TABLB 84.-I'I:BcENTAGB OF GROSS FBEiGUT REvENUES EXPENDED IN FOREIGN 
PORTS BY NOB'fEGJAl'I VESSELS, 19?.A 

Expended in foreign ports 
by-

Steam Motor Sailing 
vessels ships vessels 

-----------------------
Trip freigbu: Per .... ,, Per"'" I P<r "",,,, 

Between Norway and foreign ports (direct trade)_____________________ 43. 9 :fl. 2 39.4 
T~ =r (indirect trade)________________________________ 70. 9 M. 7 66.1 

Between Norway and foreign ports (direct trade)_____________________ 15. 2 13. 2 (I) 
Between foreign pons (indirect trade)________________________________ 41.3 33. 9 <') 

I Per.,...t of freigbt earnings. 
• Figwfs not available. 
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The total estimated expenditure of 294,000,000 kroner was ac
counted for under the various classifications shown in Table 85. 

TABLIII 85.-FOl!.Jil[GN EUENDlTOlI.ES OF NORWEGIAN VESSIilLS IN 1924, BY CLASSES 

Foreign expenditures (or- Kroner or gross 

I 
Percent 

freights 

(a) Coal, fuel oil, provisions and stoma _________________________________________ 109.000. 000 20.1 

~~~ t"::es~~_~~~~~_~~~=============================================== l~~:: l~: 
~~ ~~=~3!iassillC8iiOil8ipendit.UieS::==================================== ~ ~:: ~: (f) Other foreign expenses _______________________________________________________ 1-_1O,'--000'_000~e__-L-8 

TotaL____________________________________________ _______________________ 21M, 000. 000 M.:t 

In 1925, on the basis of 280 vessel reports received, covering gross 
freights of 150,000,000 kroner, or 32 per cent of the total, it was 
estimated that the foreign expenditures were 51 per cent of the 
total gross freights, or some 275,000,000 to 280,000,000 kroner from 
a total gross frelght revenue of 484,000,000 kroner. This is accounted 
for by the lower tariffs prevailing during that year. 

In 1926, with higher freights, the foreign expenditures were esti
mated at 52 per cent of the total gross freight earnings of 430,000,000 
kroner, and in 1921 were placed at 50 to 51 per cent of the year's 
earnings of 423,000,000 kroner, based upon the rapid modernizing 
of the fleet and the increase in the use of motor ships. In 1928. 
with lower freights, the estimate was 53 to 54 per cent, or 210,000,000 
to 215,000;,200 kroner out of total gross frei~ht earnings of 400,000,000 
kroner. These figures are not accurate out are assumed to be a 
fair presentation of the subject, based upon the mass of representative 
data submitted. . 

During 1929 another special investigation disclosed that 48 per 
cent, or 201,000,000 kroner out of gross freight earnings of 432,000,000 
kroner, was expended in foreign ports. This result was based on 
returns from 348 vessels with total freight earnings of 193,000,000 
kroner, or 45 per cent of the total freight earnings of the Norwegian 
fleet for the year. The official Statistical Central Bureau attributes 
the reduced foreign expenditures to the continued modernization of 
the fleet and the mcreasing use of motor vessels. and tankers-types 
which require relatively lower foreign outlays. 

About 19 per cent of the income of the Norwegian fleet was 
earned by motor vessels in 1926; this rose to 33.3 per cent in 1929. 
A larger part of the total income was earned in the time-charter 
services in 1929, and the foreign expenditures of vessels in these 
services are less than for vessels on trip charters. 

SRIPPING'S CONTRDUTION TO INTERNATIONAL BALANCE 

In the report of the British Department of Overseas Trade on 
e~onomic cOI?-ditions in Norway for 19~1-28 there appears a tabula
tIon presentmg the effect of the earnmgs of the commercial fleet. 
of Norway on the international trade balance of the nation. Ac
cording to this, shipping earnings to be expended in Norway ab-
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sorbed about 91 per cent of the excess of imports over exports in 
1913,73 per cent in 1926, 68 per cent in 1927, and 59 per cent in 1928. 

On the basis of the figures just given for the fleet's foreign 
expenditures the trade-balance position is: . 

TABlB 86.-En'EcT 01' SHIPPING EARNINGS ON· NORWAY'S BA.LANCE 0"1' TRADE 

Year 

1 g13 ________________________ _ 
19'.M ________________________ _ 
1925 ________________________ _ 

~=:::::::::::::::::::::::::I 11128 _________________________ : 
lQ2g. ___ ____________________ .l 

I 

Norway's foreign commerce 

Imports 

KI'fYR6 
552, 321, 000 

1, 636, 688, 000 
1,378, 1iOf,000 
1, l1li3.162,000 

976, 583,000 
1, 0'.!3. 361, 000 
1, D72, 638, 000 

Exports 

Kron ... 
392, 613, 000 

1,065, 652, 000 
1,048, 282, 000 

811, 906, 000 
684, 738,000 
683,049,000 
762, 00;, 000 

Excess of 
imports 

K,OJIn 
169,708,000 
471,006,000 
330, 222, 000 
281, 256, 000 
291,845,000 
340, 312,000 
320, 592, 000 

Earnings of Norwegian 
shipping 

Gross 

K,...... 
218, 619, 000 
542,009,000 
483, 992, 000 
429,708,000 
422, 738,000 
400, 008, 000 
432, 061, 000 

TobeOJ:
pended in 
Norway 

K' ...... 
146,000,000 
249,000,000 
205, 000, 000 
206, 000, 000 
2117, 000, 000 
190, 000, 000 
225, 000, 000 

POSTAL SUBSIDIES AND NAVIGATION BOUNTIES 

The budget estimates of Norway contain perhaps the most nearly 
complete official record of shipping accounting and are particularly 
valuable as official discussion of the early employment of steam 
vessels. From 1860 to 1930 these estimates appear in a practically 
unbroken line among postal activities, under the general heading of 
"Contributions to private steam shipping." The mails, however, 
do not constitute the sole interest, the services being treated as trade
route services. 

On May 13, 1914, the Norwegian Storting adopted a resolution 
which called for the appointment of a committee to investigate and 
report on the relative merits of state ownership and operation of the 
express coastal routes and state contribution to such operation. On 
April 14, 1916, such a committee was appointed. Two elaborate re
ports followed-one of April 9, 1918, as to the principles of state 
support to coastal traffic; the second, of March 26, 1920, on state 
operation, as represented by various county governments along the 
Norwegian coast, versus private operation of steamship services in 
the same districts. 

These reports deal with the principles of state ownership and 
operation, and, together with the budget statements, form a complete 
record of the relationship between the Norwegian Government and 
shipping. The introduction to the second report declares: "Under 
all circumstances, until it is possible to depend upon an entirely 
differently developed railroad network than that which now exists, 
a frequent, regular, fast, and reliable coastal-route service is the only 
means of connecting the north and the south in ilur long-stretched 
land." 

mSTORY OF GOVERNMENT OWNERSHIP 

This second report goes on to say that State operation of steam
ships began in 1827, with two vessels offering weekly service from 
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Christiania (now Oslo) to Christiansand and between Christiania 
and Goteborg (Sweden) and Copenhagen (Denmark). State opera
tion of steamships by Norway therefore antedates that of the French 
Government, which began in the thirties. . 

By 1841 steamer services extended along the entire coast of Norway 
to Hammerfest, and State operation reached its peak between 1855 
and 1858 with extension of these services to Copenhagen and IDel. 

The original purpose of State ownership in Norway was to provide 
transportation for mail and passengers, but not for cargo, which 
later was carried to a small extent. In the meanwhile some privately 
owned steamers had begun operation, and by 1854 voices in the 
Storting were raised advocating the withdrawal of the State in favor 
of private initiative. 

CHANGE OF POLICY 

The shift of policy from direct Government ownership and opera
tion to State contributions to private enterprise as private operation 
developed took place mainly between 1857 and 1860, the new system 
first appearing in the budget for 1860. 

In 1857 an elaborate and complete discussion of the operation of 
seven steamers belonging to the postal administration appears in sup
porting reports to budget estimates. Operating costs, depreciation, 
high cost of repairs, revenues and expenses, freights, and competitive 
services are all dealt with, and the boiler-repair fund, which still 
exists under the stipulations, then had its inception. 

In 1857 pressure was brought to bear from the west coast for State 
aid to a private venture from Bergen to Christiania in place of the 
support given Government vessels on this route, the principal argu
ment being that the service would require time to become self-sup
porting. In 1860 this influence brought results in the letting of a 
contract for private operation with State support. This contract 
was dated :May 28, 1860, and the contractors agreed to maintain weekly 
sailings for eIght months each year on the Hardanger Fjord for a 
compensation of 6,400 specie dollars ($5,900) annually, with one ship 
of specified cargo space and passenger accOInmodation and a speed of 
at least 7 Norwegian miles (49 English miles) in four hours in fair 
weather. 

The budget estimates for 1862-63 go into extensive discussion of 
the l?ostal ships; competition by private lines, and the consequent re
ductIOn in revenues of the Government vessels; reduction of income 
on Government vessels owing to maintenance of schedule as compared 
with full cargoes of private vessels; tabular presentation of expenses 
and revenues of Baltic and North Sea routes, showing boiler and 
machinery repairs; inability to turn these services over to Norwegian 
private operators sufficiently strong to carry them; and the inadvisa
bility of sending the mails by foreign steamers. 

From that time·until the present the various routes are discussed 
each year and essential changes noted. This forms the basis for the· 
estimates of the amount of Government contribution to maintain the 
service deemed essential in the public interest. 
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SUBSIDIES TO ROUTE SERVICES 

Since the State contribution to Norwegian route services can in no 
manner be credited with the development of the powerful Norwegian 
foreign-going commercial fleet, a record of payments for route serv
ices is of importance in this record only as it may indicate the general 
increase in cost of vessel operation. Beginning with an annual 
amount of 17,000 specie dollars ($15,600) fo.r the budget period 1860 
to 1863 and 14,500 specie dollars ($13,300) annually from 1863 to 
1866, State expenditures had reached 465,000 kroner ($125,000) by 
1880--81 and approximately 600,000 kroner ($160,000) by 1890. In 
J901-2, 1,215,796 kroner ($325,800) and in 1910-11, 1,663,362 kroner 
($445,800) were expended on route services. 

Since the World War the budget estimates have been considerably 
larger, due to fluctuations of exchange and to the high coal prices, 
which became the basis for the estimates. Thus, in 1922-23 the 
c. i. f. coal prices were 230 to 240 kroner ($39 to $41 at the then 
exchange) and the estimates were 15,000,000 kroner for the route 
services. The postwar budget estimates are presented in Table 87. 

TABLE 87.-NoBWAY'S BUDGE'!' ESTIMATES TO CoVER STATE CoNTRIBUTIONS TO 
SHIPPING ROUTES, 1919-1932 

Estimated Stete con
tribution 

Estimated State con
trib1J.tion 

Budget year Equiva· 
lent in 

Budget year Equiva
lent in 

Kroner United Kroner United 

1918-19___________________ 6,000,000 
1918-20 ____ .______________ 6,000,000 
1920-21.__________________ 6,020,000 
1921-22 ___________________ 20,189,700 
19~23 ___________________ 16,000,000 
1923-24___________________ 9,000,000 
IU24-2S___________________ 8, 000, 000 

Steles 
currencyt 

$1,679,000 1925--26___________________ 7,700,000 
1,237,800 1926-27___________________ 7,669,300 

930,000 1927-28_ _ _________________ 6,736,000 
3, 119, 000 1926-29___________________ 6,836,000 
2, 653, 000 1928-30___________________ 6,885,000 
1,318, 000 1930-31___________________ 6,025,000 
1,207,000 1931-112___________________ 6,206,600 

Stetes 
currencyl 

$1,582, 000 
1,885,000 
1,784,000 
1,556,000 
1, 567,000 
1,614,000 
1,663,000 

I Converted at tbe average rate ot exobange tor years named to 1930 and at par ($0.268) tor 1931 and 1932. 

The lines between Bergen and Newcastle (England), to Spain, 
Portugal, and Italy, and to Fredrikshavn (Denmark) are the only 
foreign-going shipping services which receive public funds in con
sideration of their maintenance of regular service, and this only to 
the extent of 5 per cent of the total expenditure. Thus practically 
the entire expenditure by the State is for postal and communication 
services between the numerous (and elsewise inaccessible) coastal 
communities, requiring principally small vessels. In this respect 
the system finds a counterpart in the Italian so-called "indispensa
ble" group of sea services. (See p. 289 preceding.) It is in effect 
the rural free delivery service of Norway and is designed to pro
mote the comfortable existence of the land population of Norway, 
and not to develop naval power, shipbuilding, or merchant shipping 
in competition with other nations. _ 

In 1907 the Storting authorized a 3-year contract for a direct serv
ice between Norway and Habana, Vera Cruz, Galveston, and Puerto 
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Mexico for an annual payment of 100,000 kroner ($26,800), with sail
ings everyone and one-half months. The services were to be in- . 
creased to a monthly basis beginning with 1909; ships, if built, to be 
built in Norway unless serious extra cost or delay in delivery would 
be caused thereby. The company's tariffs were subject to the ap
proval of the Government, accounts were to be furnished, and no 
agreement by the company was allowed which would be in conflict 
with the interests of the Government. 

The expense accoUnts were to include all operating charges, interest 
charges, 5 per cent on all paid-up capital, and a 1 per cent depre
ciation on the original cost of the vessels. All revenues except the 
Government contribution were to be included. The difference be
tween the revenue and expense accounts provided the basis for the 
Government contribution, and this was calculated on a hypothetical 
additional transshipment cost of the car&,~ which moved over the line 
if such cargo were handled and transsnipped through Hamburg
which had been the practice before the direct service was established. 

The Storting authorized a renewal of the contract from September 
19,1910, for four years, the payment to be 125,000 kroner ($33,500) 
each year during the first three years and nothing during the final 
year of the contract. Upon expiration the contract was not renewed. 

SUBSIDIES TO MAIL SERVICES 

The Norwegian mails for continental Europe and foreign countries 
are primarily sent by rail over Sweden. To some extent the mail is 
dispatched by eXllress steamers leaving Oslo twice a week for New
castle, the pay bem~ based on the International Postal Union rates. 
Another and more Important service is entertained between Chris
tiansand and Frederikshavn, Denmark, by three small steamers. Be
fore the war the subsidy granted to the latter service was 80,000 
kroner, plus postal rates. 

The service was maintained with great difficulty during the war, 
and for short periods was abandoned. Late in 1920, with coal at 230 
kroner per ton, the Government had to operate the steamers itself 
on time charter at 850,000 kroner for the three vessels. The subsidy 
for the year ended June 30,1922, was 455,000 kroner, and the receipts 
at postal rates were approximately 170,000 kroner, but not included 
in the budget. In 1923 the subsidy was reduced to 300,000 kroner; 
in 1928-29 no appropriation was made for the service, but the budget 
for 1929-30 agam carried an amount of 120,000 kroner. The Nor
wegian-American Line steamers are paid at International Postal 
Union rates by Norway and the United States for carrying mails 
between the two countries. 

The pre-war subsidy of 170,000 kroner was increased to 250,000 
kroner for five mail trips a week between Bergen and Newcastle, 
further increased to 710,000 kroner ($190,000) upon the entry of a 
new vessel into the service in May, 1931. 

Finally, a subsidy of 20,000 kroner, compared with 40,000 kroner 
before the war, was paid to the Otto Thoresen Line for voyages to 
and from Norway and Spain, Portugal, and Italy. 
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BUDGET ALLOWANCES FOR SHIl"PING 

In respect of Norway's expenditures for shipping services it is to 
be remembered that these services are principa.lly of a local char
acter, that the nation has only about 2,000 miles of railroads, that 
two-thirds of the population lives near the seacoast, that vessels are 
the only means of reaching many communities, that trade between 
the varIOUS communities is not sufficient to sustain regular ship com
munication, and that therefore the Government undertakes to absorb 
the deficits caused by maintaining regular communications between 
its various communities. 

Commercial Attache Marquard H. Lund, Oslo, under date of J an
uary 22, 1931, discussed the proposed budget for shipping services 
for 1931-32. He pointed out ~hat the Norwegian budget proposals 
for that fiscal year again include a considerable amount for contri
butions to coastal and local shipping routes. The total is 6,206,600 
kroner ($1,663,000 at the par rate of $0.268 to the krone), divided 
among 17 coastal routes, 16 routes on inland lakes, and 3 ill foreign 
service. The last-named include the connections between Christian
sand, Norway, and Fredrikshavn, Denmark; between Bergen, Nor
way, and Newcastle, England; and a small amount (20,000 kroner, 
or $5,360) which may be used at the discretion of the Ministry of 
Finance to support traffic between Norway and Spain, Portugal, 
and Italy. . 

The amounts proposed vary from 800 kroner ($215) on .one of 
the sma.ll inland lakes to 827,000 kroner ($221,600) to be paid to one 
of the steamship routes operating out of Hammerfest and connect
ing with small ports in the northern fjords. In practically every 
case the contributions go to steamship routes that provide the only 
means of communication for many of the small cities on the coast 
and on the lakes in the interior. Consequently, they can not be con
sidered as direct subsidies in th& general sense of that term, but are 
intended to insure passenger and freight service as well as delivery 
of mail. Without such support most of the routes would be dis
continued because the districts served are so sparsely populated that 
the steamship operators can not possibly earn a sufficient return on 
their investment. The only exceptions are the three routes engaged 
in foreign service, of which the Bergen-Newcastle is the most im
portant. This, together with the Fredrikshavn route, carries mail 
and receives support for that reason. 

The total budget allowance for shipping services for 1929-30 was 
5,865,000 kroner ($1,567,000 at average exchange for the fiscal year). 
The clearest statement of the services covered, the relationship be
tween local and foreign services, and the conditions imposed uJ?on 
the contractors is a tabular budget estimate submitted to the Storting 
by the Norwegian Department of Commerce, which follows: 
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TABLIII 88,-NORWAY'S BUDGET ESTIMATES ro COVER STATIII CONTRIBUTIONS TO 
PRIVATIII SHIPPING SERVICES, 1931--'32 

Contribntion 

Item 
No. Service 

1 To Faroy Co, lor services on fjords surrounding Farsnnd .• _____________ _ 
2 To Flekkefjord Steamsbip Co. lor services between Flekkeljord, Hidm, 

and AS1lB-Sira, and others ____________________________________________ _ 
For services between Baugesund and Utsira, with calls at Rovaerand 

Feoyacoording to lurther directions hy the department. ______________ _ 
To Hjelme '" Berlo Steamsbip Co. lor service. hetween Bergen, Kollt

veit, Storesund and others, also hetween Bergen, Hemar, and Nordoy· sund ____________________________________________ .. _________________ .. ___ _ 
To Lindaas-Masljordeus Steamship Co. lor services on l\Iasfjord, Aust-fjord, and Fedje ___ . __________________________________________________ _ 

Kroner 

7,000 

3,200 

4,700 

12,000 

40,000 
6 To county boats (Fylkesbaatene) in Sogo and Ijords lor services: 

(a) In the outer c1astal districts in Sunnljord and Nord(jord __________ } 50, 000 
(6) Oulen, Solund, and Aafjord. _____________________________________ _ 

7 For services on Rundoy, Hjorundljord, between Molde-Fraena Haroy 
and otbers, between Kristiausund and Orip-between Kristiansund. 
Smola, Tustna, Aure, Hitra and Froya, between Kristiansund and 
V injeora, also between Kristi8DBund and Trondheim as determined by the department ___________________________________________________ _ 

8 For services between Trondbeim, Hernne, Hitra, Fraya, FroaD, and Halten as determined by the department ____________________________ _ 
9 To Namdalen Steamship Co. (Inc.) lor services on Namdalen (jord and island districts ______________________________________________________ _ 

10 To Torgbatten Steamship Co. lor services between Bronnoy, Binda!, Vega, Velljord, Sklinna, and otbers ___________________________________ _ 
11 To the Helgeland Steamship Co. lor services on the Helgeland fjord and island districts. _______________________________________________________ _ 

12 To Salten Steamship Co. lor services between Bodo and northem 
Helgeland, Beiam, Salten, Vaerene, Folden, Oloten, and Loloten ____ _ 

13 (a) For services between Svolvaer, Lodingen, and Narvik _____________ _ 
(6) For services between Narvik and Skjomen to be determined by the department_ .. ________________________________________________________ _ 

14 To Vesteraalen Steamship Co. lor services in Loloten and Vesterealen __ _ 
15 To Trom County Steamship Co. lor services on the fjords in Trom Coun-tyand on Andoy and Oloten. ________________________________________ _ 
10 To Finmark County Shipowners lor services between Hammerlest I 

and Skjervoy and on Altafjord, between Hammerfest, west Finmark 

225,000 

77,000 

235, 000 

278,000 

357,000 

62&,000 
60,000 

5,000 
640,000 

530,000 

regions, Porsangerljord, Lakseljord, between Vardo, Tansljord,!' Menbamn, and on to the Varangerliord _______________________________ -' 8Z1.000 

~~ ra~r -¥::'~~;t;:t ~:.~p-F8.iTis-ior-services-.;ii-F8TiiSYAJt8-ciD-oondi:-1 1,584,900 
tion that at least 400 kroner shall be raised by other m88DB ___________ ~ 900 

(6) To Fyresdal Steamship Co. lor services on Fyres Lake.. _____________ .1 3, 000 
(c) To owner 01 motor boat Myllarguten lor services on Totak Lake.. ____ 1 900 
(d) To Fram Steamship Co. lor services on Siredal Lake_________________ 3, 300 

~
• To Nokken Co. (Inc.) lor services on I.unde Lake___________________ 800 

) To Orsdal Steamship Co. lor services on Orsdal Lake.._______________ 4,800 
u) To Suldal Steam.hip Co. lor services on Suldal Lake ________________ , 4,000 

(h) Tn Breim Motor Boat Society lor services on Breim Lake on condi-
tion that 300 kroner be made available through other means..__________ 1,200 

(i) To Aared,,1 Steamship Co. lor services on Aaredal Lake _____________ 1,200 
U) To Veitestrand Motor SOCiety lor services on Veitestrand Lake______ 1,200 
(7<) To Homindal Ooeal government) lor services on Homindal Lake ____ '1 2, 300 
(/) To Stryn Steamship Co. lor services on Opstryn Lake on condition I 

(,,!~~:\l::.~~~~~~8S~~IIt; s:~~:nOih:.J"aleal'~e:_:::::::::::1 
(n) To Faemund Co. (Ino.) lor services on Faemund LakeJ-----.-------1 
(0) To owner 01 motor boat Kong Sverre lor services on Selbu Lake .• __ _ 
(p) To itosvatn Steamship Society lor services on Rosvatn Lake _______ • 

19 Ifor services between Christiansand and Fredrikshavn __________________ _ 

I Convorted at the par rate 01 $O.2fi8 to the krone. 

800 
4.000 
7,000 
4,300 
8,000 

100. 000 

I Equivalent 
in United 

. States 
currency I 

$1,876 

ssg 

1,260 

3,220 

10, 720 

13,400 

60,300 

20,636 

62,980 

74,504 

95,676 

167,000 
16, 080 

1,340 
144,720 

142,040 

l!:ll.636 
505,153 

241 
804 
240 
880 
215 

1,290 
1,072 

320 
322 
320 
616 

214 
1,072 
1,876 
1,152 
2,2711 

26,800 
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TAB~ 88.-NoBWAY'S Buoom ESTIMATES ro CoVER STATE eoNTBIIIUTlONS TO 
PRIvATE SHIPPING SEilVICES, 1929-36-Continued 

Item 
No. 

Contribntion 

Kroner 
Equivalent 
in Uuited 

States 
currency 

---------------------------------------1------1------
20 For services between Bergen Bnd Newcastle as determined by tbe de-

""'tlDent______________________________________________________________ 250,000 $67,000 
21 Foe services b_een Norway, Spain, Portugal, and Italy as determined 

by tbe department_~___________________________________________________ 21:1,000 5,360 
22 For aervices by motor boats as determined by tbe department___________ 2, 600 697 
23 To IlOV ... expenses of official administration of State-aided steamship services.. ____________________________________________________ -----------~_~ I---!' 700 

ToteL..___________________________________________________________ 6,206,600 1,663,368 

NOft.-Contributiona ",e based npon following conditiona unless otberwise specified: 
(0) That vessel routes and ta<ills !or the caniage of goods and passengers be approved by the department. 
(6) That vessels maintain oonneeting servicewitb otb ... vessels and railroads as determined by the depart. 

ment, and tbat oompanies shaD not suppoct or undertake oompetitive services which will oompete witb 
tbeir Btate-aided services ... witb tbe State-aided services of otb ... oompauies. 

• (e) That vessels undertake tbe caniage of mail, besides loading and unloading of mail, on tbe oonditions 
stipulated In oonnection witb tbe determination of tbe oontributions. 

(01) That members of tbe Blorting shall bave free passage on tbe vessels. 
(e) That tbe oompanies sbaIl nndertake, suhject to departmental demand, to ooritinue services up to 3 

months following tbe expiration of a budget y .... In oonsid ..... tion of a payment for tbis period eaIeulated 
according to the sum anthoclzed for tbe budget period. 

(/) That the oompanies at aU times shaD rende£ aU accounts of their operations to tbe department as 
demanded, and tbat tbe auditors selected by tbe oompanies shaD be approved by tbe department as 
required. 

(I) That tbe amount which eventnaDy is aet aside as a reserve or boiler fund sbaIl not be utilized, ex<ept 
as determined, and that tbe Crown, in tbe event that tbe State-aided services shaD cease, may determine 
that tbe fund beoov ... ed Into tbeTreasury. This governaaIso that "",t oltbe fund which may be Invested 
In the vessels. 

(4) That tbe oompanies sbaIl obtain their coal supplies from Svalbard In the amount determined by 
the departmenL 

GOVERNMENT CONTROL OF FREIGHT RATES 

l\IAXIMUM FREI.GHT LAW OF 1917 

The maximum freight law, adopted July 7, 1917, and amended 
in April and November, 1919, was a link in a series of legislative 
measures enacted to insure to Norway's population essential com
modities at reasonable prices during the period of inflated freights, 
tonnage losses, and tonnage control caused by the World War. 

The law empowered the Crown to fix maximum rates for the trans
port of freight by Norwegian vessels from foreign ports to Norway. 
Vessels with reduced revenues through operating under the rates 
fixed by the law after January 1, 1918, as compared with vessels in 
other services, were reimbursed by annual assessments against all 
Norwegian cargo-carrying vessels which were subject to Norway's 
registry laws, except those serving in coastal trades or inland waters. 
The assessments were prorated on gross tonnage. 

The Crown or designated authority made regulations, fixed the 
amount of the payments, and adjudicated the claims. Claims were 
paid to the Norwegian Shipowners' Association, which in turn under
took reimbursement to vessels affected by the law. Payments of 
assessments were due within 30 days under penalty of one-half of 1 
per cent interest for each month or fraction thereof on unpaid 
amounts; and in case of nonpayment of assessments claims would 
be satisfied by preferred liens against the vessels under income-tax 
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regulations. Violation of the law carried a penalty of fines not to 
exceed 500,000 kroner, or imprisonment not to exceed six months, 
or both. NoN orwegian ship-owning company could liquidate or 
retire from shipping registry until its obligations under the maxi
mum freight law were completed, and Norwegian vessels might be 
forbidden lay up or decommission. . 

MAXIMUM FREIGHT RATES UNDER THE LAW 

Maximum freights were established on August 9, 1917, by a com
mittee of seven members named by the Government. 

The rates fixed under the maximum freight law and their trend 
during the period following the W orId War are shown by rates on 
the following representative commodities: 

Period from September 8, 1917, to March 19, 1920, from United 
States ports north of Cape Hatteras to Norway: Grain, per quar
ter of 480 pounds, 27 kroner to 19 kroner; flour, per 100 pounds, 
$1.65 to 5.35 kroner. 

Period from April 19, 1918, to March 14, 1920, from River Plate: 
Grain, per long ton, 155 to 135 kroner; flour, per long ton, 175 to 
145 kroner. From Australia: Grain, per long ton, 250 to 160 
kroner. From Java: Sugar, per longton, from 285 to 165 kroner. 

Period from February 1, 1918, to March 19, 1920, from east coast 
of United Kingdom: Coal, per long ton, 150 to 25 kroner. 

By royal resolutions of March 19, May 1, and June 12, 1920, maxi
mum freight rates were discontinued on certain commodities. By 
royal resolution of August 6, 1920, maximum frei~hts were discon
tinued on other commodities except petroleum, ana on December 10 
of that year petroleum rates also were discontinued. The law was 
not repealed, however, until June 19, 1931. 

EFFECT ON COAL AGREEMENT 

Until the beginning of 1919 the transport of coal from the United 
Kingdom to Norway was carried on in British bottoms under a ton
nage agreement. The withdrawal of British vessels on account of 
the war created difficulties which caused the Norwegian Government 
to forbid Norwegian coal-carrying tonnage to terminate voyages 
in other than Norwegian ports m so far as the coal requirements of 
Norway might dictate. The low freight rate set for coal under the 
law of JUly 7, 1917, did not attract Norwegian shipowners, and re
course was therefore had to an a~reement between the State and the 
Norwegian Shipowners' AssociatIOn, dated July 9, 1919, by the terms 
of which the Norwegian Shipowners' AssociatIOn undertook to com
pensate coal vessels for freights in excess of 25 kroner ($6.70 at par 
or $6.15 at 1919 average exchange) per ton of coal from Great Britain 
in such instances as the Government might indicate. 

EFFECT ON LINER SERVICE AGREEMENT 

By_ an agreement dated January 24, 1920, between the State and 
the Norwegian Shipowners' ASSOCIation, the latter undertook to pro
vide, through Norwegian liner companies, sufficient tonnage for 
transport to Norway of commodities imported by both the State and 
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private imJ?orters, although space allotment to private importers 
was determmed by the Government. 

The liner companies and their service responsibilities were: (a) 
The Norwegian America Line, traffic from New York and Canada; 
(b) Norway-Mexico Gulf Lin(', all traffic from Cuba, Mexico (east 
coast), Gulf of Mexico, and Atlantic coast south of New York; (c) 
Norwegian, Africa & Australia Line, all traffic from Africa, Aus
tralia, Java, Japan, China, and India; (d) Scandinavian East Africa 
Line, traffic from southeast Africa; (e ) Norwegian South America 
Line, traffic from Brazil and Argentina, divided among Otto Thore
sen and Fred Olsen & Co., the Bergen Steamship Co., and the Nor
denfjelske Steamship Co.; (f) Norway Pacific Line (Fred Olsen & 
Co. ), traffic from the west coast of America. 

These operations, in so far as they were affected by the maximum 
freight law and the requirements of the State, were under the general 
direction of a special bureau of the Norwegian Shipowners' Associa
tion charged with the enforcement of the regulations under which 
the operations were carried out. Reduction of losses to vessels, au
thorization to employ chartered tonnage, time-charter rates and con
ditions and routing, space allotment for State and private importers, 
and conditions of reimbursement were undertaken through this 
central office. 

FINANCIAL RESULTS OF THE LAW 

The following table outlines the working of the maximum freight 
law as relating to the extent of operations and losses in revenue: 

TABLE 89.--OPEBATIONS UNDER MAXIMUM FnE.rGHT LAW 

Loss in revenue 
Num· Num· Quantity ber of ber of Commodities Type 01 operation ves- voy· carried I carried, Per From-
sels ages tons Total, ton, kroner kroner 

o ver~e8S time 146 259 Grain, fiour, sugar, 1,122, 063 46, 181,3M 41.16 North and South 
charter. coal, phosphate, America. Aus-

petroleum, gen- tralia, Java, and 
eral. India. 

Overse .. trip charter. 19 20 Grain, flour, coal, 99,212 2,547,297 25.68 North and South 
petroleum. America. 

Overse .. by vessels 41 62 Grain, flour, sugar, 193,664 9,976,744 51.52 North and South 
owned .by liner general. America, Java, 
companIes. and India. 

North Bea time 86 196 Coal and coke •••.• 349,000 9,946,811 28.50 United Kingdom. 
charter. 

Since overseas operations were carried out at various periods, the 
costs incurred as stated in Table 89 are not comparable as to the three 
types of overseas services. 

Final accounts were rendered as of June 30,1931. The balance 
sheet of that date and the contributions of the State and the ship
owners in the operation of the law are shown in Table 90. 

85083-32--27 
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TABLE 9O.-MAnMuM-Fru:IoHT CONTRIBUTION AOOOUNT AS OJ!' JUNE 30, 1931 

Amount Amount 

Debit 1 Equivalent Credit 1 Equivalent 
Kroner in United Kroner I in United States States 

currency 1 currency I 

Contribution lor coal Covered by shipowners: 

26, 781, 8131 

tmnsport _______________ 17,772,779 $4, 763, 100 i Maximum lreight as-
Overseas tim....,harter 

t 
sessment.., 1919 _____ $7,I77,52li 

transport lor account 01 I Maximum lreigbt as-
State Sbipping Direc- I 

sessments,192(L ____ 44,031,176 ! 11,800,350 
torate and various sbip-

12, 376, 600 I 70,812, 9S9 i owners. ________________ 46,181,335 TotaL _________ 18,977,875 o verses s trip-cbartar ",.. Sf-risk insurance. __ 10,347,066 , 2, m,02li tmnsport _______________ 2,547,297 
682,

675
1 

Bunker contributiolL 338.038 ' 90,600 
Overseas transport in Interest ______________ 

746,6631 200, 100 
vessels owned by liner I companies ______________ 9,976,745 2,673,775

1 

Total by ship-
82, 244, 756 I Nortb Sea roal transport owners. ______ 22,041,600 

by time-charter tonnage.. 9,946,812 2,665,750 
Various expenses: Covered by the State: 

Administration, au-

309, 025 1 

State excess-insurance 
dits, provision for profits _____________ 4,137,737 1,108,9"-5 
customs officos ______ 1,153,091 Coal lund ____________ 850,000 227,800 

Write-off of closed 
62,525\ 

Contribution for 
bank deposits ______ 233,297 losses lor transport 

of industrial coaL ___ 578,863 155,125 

I Total by State __ 5,566,600 1,491,850 
Total ___________ 

87,811,356 
I TotaL _________ 87,811,356 23,533,4..0 23,533, 450 I 

I Converted at the par rate 01 $OJ!68. Annual average exchange rates during the period of greatest ae- . 
tivity under tbe maximum lreight law were: In 1917, $0,3046; in 1918, $0,3033; in 1919, $0.3453; in 19~ $0.1653_ 

FREIGHT CONCESSION LAW 

Shortly before the adoption of the maximum freight law another 
transport-control measure was enacted, in the form of a freight-con
cession law passed on June 12, 1917. This law empowered the Crown 
to forbid the affreightment or charter of Norwegian vessels. Simul
taneously a royal resolution required all shipowners to report every
foreign freight loadin~ to the Norwegian Shipowners' Association, 
which was charged witn the administration of the measure. A divi
sion of the association was authorized to approve reported loadings 
and did so in cooperation with the Government. This law was 
repealed on July 7, 1922. 

NORWEGIAN MARITIME CREDIT 

GOVERNMENT LOAN FUND 

In the early part of 1928 a large portion of the Norwegian fleet 
(203,540 gross tons) was laid up, and the enforced idleness had the 
further effect of greatly depressing the Norwegian shipbuilding in
dustry. A derartmental committee was appointed to investigate 
the position 0 Norwegian shipping in international competition. 
This committee presented its report on November 13, 1928, and found 
that Norwegian shipping was more heavily taxed at home than that. 
of any other nation; that the State should assume certain burdens that 
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had been transferred to the owners some years ago; that working 
hours and victualling requirements should be revised.9 

A year earlier representatives of owners, builders, trade unions, 
and others met under the chairmanship of the managing director of 
the Bank of Norway to devise ways and means of stimulating the 
shipbuilding industry. The net result of this activity was the estab
lishment of a Government loan fund. The Bank of Norway offered, 
as its contribution to the loan scheme, to administer the fund for 
the State without charge other than the actual expenses incurred. 

The Finance Committee report on the proposal states that on 
February 27, 1920, the Storting approved a recommendation that 
profits from the sale of three Government-owned motor ships should 
be set aside as a fund for the purchase of tonnage by the State. This 
fund remained unused for that purpose and by June 7, 1928, amount
ed, with interest, to 17,555,000 kroner ($4,700,000). It was finally 
resolved-and in this the Norwegian Department of Commerce con
curred-that of this fund 10,942,000 kroner should be covered into 
the treasury and 6,700,000 kroner set aside as a loan fund from which 
to finance second mortgages on ships built in Norway. The fund 
ends in 1933, at which time it is to be covered into the treasury. 

LOAN LIMIT 

The loan fund is open only to vessels in foreign competition. Con
struction of vessels must have reached the point of legal security 
according to the ship-registry law, paragraph 12, before the loan 
may be granted, and the loan is granted directly to the shipbuilding 
companies and transferred to owners when the vessel is completed 
and delivered. 

Loans are not to be advanced beyond 70 per cent of the value of 
the vessel. This! however, means that the second mortgage shall not 
go beyond that liInit. It is assumed, although not specifically stated, 
that this mortgage wQuld follow I a first mortgage of 50 per cent, 
privately financed, and that the effective amount of the second, or 
Government, mortgage, therefore, is limited to 20 per cent of the 
value of the vessel. The interest rate is 5.5 per cent. 

In the comInittee reports covering the proposal it was stated that 
Danish shipbuilders extend a 65 per cent credit for five and six 
years on vessels built in Denmark for Norwegian account. It was 
also pointed out that ship financing in Norway is usually based 
upon a 50 per cent value of the vessel payable in 10 to 15 years at 
6 per cent. Consequently the 70 per cent 'limitation placed on the 
Norwegian loan would enable the owner to build a vessel in Norway 
on a slightly higher credit limit. The 70 per cent credit limit, 
however, is offset by a 5-year time limit for repayment of the second
mortgage loan, such time to commence with the completion of the 
vessel. 

According to the Norwegian Journal of Commerce and Shipping 
for October 13, 1930, 3,575,000 kroner ($958,000) had been advanced 
against second mortgages on 22 vessels up to October 1, 1930. It 
was stated also that the Bank of Norway had receiveq. estimates of 

, • Britisb Department of Overseas Trade Report on Econoo:de Conditions in Norway, 
. 1927-28, p. 62. 
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the effect of the loan fund on employment, in that on June 30, 1927, 
3,031 persons were employed in Norwegian shipyards, on June 30, 
1928,4,165 were so employed, and on June 30, 1929, 7,547. 

During the 6-year period ending ill 1928 ships built in foreign 
shipbuilding plants for Norwegian account aggregated 600,000,000 
kroner ($160,000,000). In 1928 Norwegian shipyards built only 
about 7,000 gross tons of vessels. On January 1, 1929, 39,500 gross 
tons were under construction, including 4,000 gross tons for foreign 
account; on January 1, 1930, 65,000 gross tons were under construc
tion; on January 1, 1931, 21,260 gross tons; and on July 1, 1931, 
23,165 gross tons. 

PRIVATE SHIP-l\IORTGAGE BANK 

In 1927 there was organized a. ship-mortgage bank, the Norsk 
Skibshypothekbank A/S. This bank was established without any 
Government support, and is conducted by the shipowners themselves, 
entirely without Government supervision. 

The bank opened on January 1, 1928, with a fully paid in share 
capital of 4,180,000 kroner, a bond capital of the same amount, and 
a reserve fund of about 400,000 kroner. The original capital was 
provided from part of the surplus of the National 'Yar Insurance 
Club on its liquidation, and was to be increased as the remainder of 
that surplus became available. In October, 1929, the amount avail
able was 4,150,000 kroner, and mortgage bonds to the e~:tent of 
11,000,000 kroner had been issued. 

Under its statutes the bank may not advance loans in excess of 
1,000,000 kroner ($268,000 at par) on one hUll. Repayment is to 
take place over a period of 10 years. The interest rate is 6 per cent. 
Vessels built in Norway are given preference, but advances have also 
been made on ships under construction abroad for Norwegian 
account. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The Norwegian coasting trade is not ext~nsive, and therefore offers 
no great inducement for operations of that characwr. In fact, as 
previously nowd, the route services are mostly supported by direct 
Government contributions, a condition that would not obtain if the 
required services could be made self-supporting. 

In reply to an inquiry through the American commercial attache 
at Oslo, the Norwegian Shipowners' Association states in respect of 
the coastin a trade: 

(1) No Yaws or regulations restrict the. coasting trade on the 
Norwegian coast to ships of Norwegian registry, except when agreed 
upon by treaty. Such mutual treaty exists solely between Norway 
and Sweden (from 1905). 

(2) The conditions open to foreign ships are exactly similar to 
those prevailing for domestic ships. 

(3) At present some few German and Danish ships avail them
selves of these conditions; occasionally, perhaps also British ships.10 

.0 Letter from Commercial Attach6 Marquard H. Lund. Oslo, May T. 1929. 



NORWAY 397 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Instead of granting shipbuilders exemption from duties on im
ported raw.materials used in ship construction, it has long been the 
practice in Norway to pay fixed sums as reimbursement for duties 
paid. Such payments are therefore not to be regarded as construc
tion or shipbuilding bounties, although they may slightly exceed the 
amount of duties actually paid. 

These payments formerly were made in accordance with article 
12 of the Norwegian customs tariff. The tariff of 1905, which was 
in operation until July 1, 1915, provided that reimbursement for 
duties paid on shipbuilding material should be made in the case of 
every vessel of more than 50 tons gross register constructed in 
Norwegian shipyards, for foreign as well as for Norwegian account. 
Instead of being given in the form of a drawback, this so-called 
reimbursement consisted of the payment of flat sums per gross 
register ton of vessel. 

The tariff law of July 1, 1915, changed the form of reimbursement. 
Instead of the flat rate, an amount equal to a certain percentage of 
the purchase price is granted. This grant is given not only for new 
construction, as in the former tariff law, but also for repair work 
costing more than 1,000 kroner ($268). 

Under resolutions of the Storting of June 18 and 19, 1929, and 
royal resolutions of June 20 and 26,1929, such customs refunds may 
be allowed in connection with new vessels, repairs, refitting, or 
reconstruction, or repairs and reconstruction of parts of the vessel, 
as follows: 

(a) On new vessels, 4 per cent of the sales price of the vessel for 
steam and motor vessels of 150 gross tons and upward, and on whal
ing vessels regardless of size. On steam, motor, and sailing vessels 
from 50 to 149 tons a reimbursement of 2 per cent of the sales price is 
made. Reimbursements are reduced by one-third for .steamers whose 
main engines and main boilers, and for motor ships whose main 
engines are installed in foreign countries. 

( b) On repairs costing 1,000 kroner or more, a reimbursement 
of 3 per cent is made for vessels of 150 gross tons and upward, and 
for whaling vessels regardless of size. 

Customs authorities may demand information concerning the use 
of parts and materials which could satisfactorily be obtained and 
produced in the domestic market but which have been imported, and 
in computing the reimbursement may reduce the cost or sales price by 
the value of such imported articles or material, thus reducing the 
reimbursement and encouraging domestic production of materials 
and parts: 

TAXES ON SRIPPING CORPORATIONS 

In conformity with Norwegian corporation-tax practice, shipping 
companies pay both national and municipal taxes. The national tax 
is progressive j the tax to the municipality is not. The national 
taxes are the same for the whole countryj-the taxes to municipalities 

, may vary considerably in different districts. 
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NATIONAL TAXES 

State taw on income.-Corporations pay 6 per cent national income 
tax (1929 rate) on the total net income calculated on the basis of the 
average net earnings during the preceding three years .. Formerly 
a surtax of 10 per cent was paid on all income not distributed as 
diyidends to shareholders, but by royal proclamation of June 6, 
1930, this was reduced to 8 per cent. If the net income has been 
distributed as dividend, this is taxed as income of the shareholders 
at a progressive rate. up to a maximum of 50 per cent, according 
to the total earnings of each individual. These rates also have been 
reduced.lil. 

Out of consideration for American stockholders in the N orwegian
American Line, the Storting in 1927 modified the section of the in
come-tax law that levied a 20 per cent tax on income derived by for
eigners from shares in Norwegian corporations and companies. The 
amendment submitted by the Norwegian Government stated that 
2,300 stockholders were American citizens, who held 40 per cent of 
the capital stock of the company. 

State tfIaJ on property.-A State tax of 2 per 1,000 is assessed on 
property. . 

MUNICIPAL TAXES 

Municipal ta:c on inco?ne.-Municipal taxes vary in different parts 
of the country. As an example, those for Oslo may be cited, where 
the income tax has varied from 13.15 per cent in 192~26 and 12.61 
per cent in 1926-27 to 12.55 per cent in 1927-28. The municipal 
income-tax rates for various communities ranged from 11 per cent 
to 20.30 per cent in 1927-28, and the average for the all communities 
was 15.71 for the same year. 

Municipal property ta:c.-The municipal property tax varies with 
the community and for the year 1927-28 averaged 3.62 per 1,000. 

Prior to 1898 the Norwegian Government, in a number of com
munications, requested the various communes not to tax shipping 
companies receiving State aid in any form. In 1904, however, the 
Department of Taxation held that if the aid given steamship com
panies by the State did not result in positive balances there would 
be no taxable income; that if, on the other handl the aid granted 
was large enough with the earnings' of the shippmg companies to 
provide a surplus for division among the owners, then there ap
peared no reason why this surplus should not be taxed in the usual 
way. Consequently, shipping companies receiving State aid are 
now taxed in the same manner as nonsubsidized companies and ac
cording to the principles governing taxation of other properties and 
business. . 

PREFERENTIAL RAILWAY RATES 

NorweO"ian shipping lines do not have any- agreements with the 
railroads

b 
whereby they secure a preferentIal or more favorable 

through rate. on cargo. All the principal railroads are owned by 
the State and are thus under official control. 

Jl British Board of Trade Journal. July 31, 1!l30, p. 125. 



SECONDARY MARITIME COUNTRIES 

AUSTRALIA 
ECONOMIC DEVELOPMENT AND SHIPPING 

Australia, the only country in the world that covers an entire conti
nent, has an area of nearly 3,000,000 square miles and a population 
that at the close of 1927 numbered about 6,234,000. The Common
wealth is self-governing but not self-sustaining, being dependent upon 
~ports of finished manufactures and exporting raw materials and 
agricultural products, chiefly wheat, wool, and butter-an economic 
situation directly the reverse of that of the United Kingdom. Ade
quate and cheap transport is of paramount importance to its welfare. 

The sea is Australia's principal means of communication between 
its own communities as well as with other parts of the world. Al
though now there is. more railway mileage ill proportion to popula
tion than in any other country, the existence of excellent harbors and 
the concentration of population along the coast make transport by 
sea the natural method of conveying goods between many places in 
the Commonwealth. 

The following statement from the Economic Record of August, 
1930, summarizes the problem of Australian sea services: 

THE PLACE OF THE SEA IN AUSTRALIA'S TRADE 

Every trade has its own peculiar requirements and every country is served 
Ly the world's shipping. Australian requirements have, nevertheless, some 
special and onerous characteristics which make cheap services difficult, and 
efficient service a matter of particular importance. Australia is not only the 
most distant continent, but it is on no trade route, so that its transport problem 
is similar to that of our most inland towns. Australian cargoes can not. he. set 
down and picked up en route to somewhere else; it is itself a terminal. .And 
once the continent is reached from overseas, it takes as long to reach the main 
ports on the farther coast as it does to cross the Atlantic. 

Moreo'\"er, the ports are spread from Fremantle to the north of Queensland, 
with Tasmania as a diversion. A cargo vessel has commonly to spend four to 
siX weeks discharging and loading aronnd our continental coast line. The num
ber of loading ports has increased and the demand is constantly for more dis
charge ports in Europe also. The technique of loading and discharging different 
classes of cargo at and for so many ports is a· problem in itself, but what is 
more important is that the time taken in Australian waters has increased while 
the ships themselves have become more costly. 

The seasonal character of Australian exports makes its transport require
ments. very onerous. The average annual tluctuation of export of wool, meat, 
wheat, fruit, and butter has been 40 per cent in recent years, and the range of 
these tluctuations is enormons. These cargoes have to be planned for several 
months in advance. long before seasonal and market conditions are known, and 
before some of the produce (e. g., fresh fruit) begins to be grown! . 

1 Brlgden: Oversea Shipping, In The Economic Record for August, 1930. 
399 



400 SHIPPING AND SHIPBUILDING SUBSIDIES 

WATER-BORNE COMMERCE 

The extent of Australia's sea-borne trade is illustrated in the fol
lowinp: table: 

TABLI!l 91.-GARGO DISCHARGED AND SHIPPED IN AUSTRALIA, 1918-1929 

Cargo discbarged Cargo shipped 

Year ended Iune 3()...,. 

Total Overseas Interstete Total Overseas Interstate 

Tom Tom Tom Tom Tom Ton. 1918 ____________________ 6, 721,463 2,012,387 4,709,076 7,446,989 2,613.561 4, 833, 428 1919. ______________________ 6,850,880 2,312,288 4,538, 592 8, 308, 909 3,813,6,;1 4,495,258 1920 _______________________ 6,512,466 2,238,298 4,274,168 9,400,855 4,984,946 4,415,909 1921 _______________________ 8, 194,245 3,201,215 4,993,030 10,918,811 5,925,133 4,993,678 1922 _______________________ 7,863,581 2,419,977 5,443,604 .1~:~~:~~ 5,816,174 5,533,716 1923 _______________________ 8,750,622 3,718,795 5,031,827 4,064,196 5,137,6,;1 1924 _______________________ 
10,751,010 4,377,171 6,373,839 11,339,712 4,981,521 6,358, 191 1925 _______________________ 11,141,431 4,696,112 6,445.319 12,912.073 6,498,098 6,413,975 1926 _______________________ 11,152,002 5,342,621 5,809,381 10,905,380 5, 169,407 5,735,973 1927 _______________________ 12,644,458 5, 955, 212 6,689.246 12.042,297 5,246,141 6,796.156 1928 _______________________ 
11,996,838 5.889,127 6, 107, 711 10,911,394 4, 686, 3(161 6,225,088 1929 _______________________ 11,709,274 6,067,429 5,641;845 10,835,833 5,285,540 5,550,293 

Source: Official Stetistics, Commonwealth of Anstralia. 
21, Table No.4 7. 

Transport and Communication Bnlletin No. 

Less than 3 per cent of the total foreign trade was carried by 
Australian vessels in 1929, about 29 per cent by vessels of foreign 
registry, and the re.~ainder by.vessels registered in the pnited King
dom or In other BrItIsh POSSesSIOns. The outward and Inward move
ment of Australia's foreign trade by vessel nationality during 
1928-29 is shown in Table 92. 

TABLE 92.-OVERSEAS CABco DISCHARGED AND SHIPPED IN AUSTRALIA, BY 
NATIONALITY OF CARRYING VESSEL, 1928-29 

Nationality of vessel Total Cargo dis- Cargo 
charged shipped 

To .... Tom To .... 
255,296 123,950 131.846 

6, 988,043 3.947.697 3.040.346 
869,620 371.261 498,359 

8,112.959 4,442.908 3.670.051 
3,243,515 1,624,521 1,618, 994 

Anstralia ________________________________________________________ _ 
Great Britain ____________________________________________________ _ 
Other British possessions ________________________________________ _ 

I------~-----_r-----

Total ~~:!~~tT':.~~~~~=====:====:============:===:======= 
Total overseas merchandise movement ____________________ _ 11,356. 474 1 6,067. 429 1 5,289,045 

r--------r------:-------

THE AUSTRALIAN COMMERCIAL FLEET 

GROWTH OF THE lIIERCHANT MARINE 

Lloyd's Register for 1931-32 lists the combined fleets of Australia 
and New Zealand as 593 steamers and motor ships of 677,463 gross 
tons. Only 33 vessels, of 188,606 gross tons, were of 4,000 gross tons 
or more. Employment for the fleet has been found principally in 
the coasting trades of New Zealand and Australia. 

Australia's own official tonnage statistics are on a net-ton basis 
and include dredges, tugs, auxiliary vessels, barges, and hulks, as 
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well as steamers and sailing vessels. For the period 1919 to 1929 the 
net register tonnage of the Australian fleet was as follows: 

TABLII 93.-GBOWTH OF THE AUSTRALIAN CoMMERCIAL FLEET 

Year or-:, Net toDS' Year 

1919 _________________________ _ 
1920 _________________________ _ 
1921. ________________________ _ 
1922 _________________________ _ 
1923 _________________________ _ 
1924 _________________________ _ 

2, 559 417,480 1925 _________________________ _ 
2, 483 404, 519 1926 ________________________ _ 
2,471 431,196 1927 _________________________ _ 
2,487 491,055 1928 _________________________ _ 
2, 489 486, 381 1929 _________________________ _ 

2,481 497,581 

2, 461 469, 164 
2, 458 451, 183 
2, 444 452,070 
2,410 384,622 
2, 395 370, 186 

, Includes vessels of all types. 

Source: OMcial Statistics, Commonwealth of ADStralia. Transport and Communication Bulletin No. 21. 

GOVERNMENT OWNERSHIP AND OI'ERATION 

The 12-year period (1916-1928) of activity in shipping by the 
Australian Government encompassed the acquisition, ownership, 
operation, and liquidation of overseas -steamer lines. The general 
principle of Government ownership and operation was involved 
during the entire time, but no official recognition of it was made by 
statute until the enactment of the shipping act of 1923 and the crea
tion of the Australian Commonwealth Shipping Board, which, in 
effect, was no more than an operating and liquidation board for the 
final clearing up of the interests of the Government. 

The Joint Committee of Public Accounts in 1926 began an investi
gation of the Commonwealth Government shipping activities and 
issued its report on May 61 1927, after having held hearings and 
examined about 50 witnesses representing all interests concerned. 
The discussion which follows is b,ased upon that report. 

ACQUISITION OF OVERSEAS FLEET 

In 1916 Australia was faced with a lack of tonnage with which to 
maintain sufficient overseas communications. To meet a situation 
which was deemed to be acute the Prime Minister purchased 15 used 
cargo vessels in England, which became the nucleus of the fleet. The 
acquisition program was as follows: 

By purchase: 15 used cargo vessels, known as the Austral class; 
11 of these were transferred to the Shipping Board in 1923. 

By seizure: 18 ex-enemy vessels; 17 of these were transferred to 
the Shipping Board in 1923. 

By construction: 6 D class vessels of 3,350 gross tons (5,608 dead
weight tons) and 9lh knots speed, built in 1919 and 1920; 13 E class 
cargo vessels of 3,350 gross tons (6,170 dead-weight tons) and 9lh 
knots speed, built in 1920, 1921, and 1922; 2 Dale class vessels of 
9,700 gross tons (12,800 dead-weight tons) and 14Y2 knots speed, 
built in 1923 and 1924; 5 Bay class passenger and cargo steamers of 
14,000 gross tons (12,500 dead-weight tons), with accommodations 
for 738 one-class passengers, 765,000 cubic feet bale space, and 37-0,000 
cubic feet of refrigerated space, built in 1921 and 1922; 14 wooden 
motor ships and steamers built in the United States in 1918 and 1919 
for Australian account. 
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OPERATING RESULTS UNDER ORIGINAL MANAGEMENT 

Direction of the fleet was at first conducted from a head office 
established in London, the business being conducted on an agency 
basis. Later branches were opened in the principal ports of Austra
lia and a general manager for Australia appointed. 

The story of the Australian Government fleet is somewhat similar 
to that of the Canadian Government fleet, the line showing a profit 
during the immediate postwar period and losses thereafter. From 
the beginning of operations until the transfer of the lines to the 
Commonwealth Shipping Board on August 31, 1923 the net result, 
exclusive of depreciation charges, was an excess of revenues over 
expenditures of £1,940,153 ($9,441,750) 2; but a depreciation charge 
covering all classes of tonnage and amounting to £2,155,155 ($10,-
488,060) changed this to a net loss of £215,002 ($1,046,310), and 
office and administration expenses of £265,582 ($1,292,450), interest 
charges of £782,143 ($3,806,300), depreciation on furniture and 
fittings of £3,835 ($18,665), and boiler-repair and renewal reserves of 
£250,000 ($1,216,625) brought the total loss under the old manage
ment to £1,516,562 ($7,380,350). Two items, sundry interest earnings 
and commissions and balances from sales of steamers amounting to 
£291,442 ($1,418,300), were credited against this, leaving a net loss 
chargeable to the original management, according to the committee 
report, of £1,225,120 ($5,962,050). 

CONTEMPLATED REORGANIZATION 

In November, 1921, the Government shipping and shipbuilding 
activities were debated at length in the House of Representatives and 
it was indicated that the Government line should be retained but with 
drastic alteration in the system of control. With regard to ship
building it was felt that the existing construction program should be 
completed and that any future developments should be left to private 
enterprise. 

In July, 1923, the first statutory recognition of the Commonwealth 
Government's participation in the shipping business was introduced 
in the House of Representatives. The Prime Minister, in introduc
ing the measure, indicated that the Commonwealth Line had rendered 
valuable service during the war, but was steadily increasing its losses 
because of shipping depression, high operatin~ cost of the steamers, 
high book valuation of the tonnage, and unSUItability of the vessels 
to Australian needs. He recommended the sale of some of the ships. 

CREATION 011' COMMONWEALTH SHIPPING BOARD 

The shipping act of 1923 provided for the establishment of the 
Australian Commonwealth Line of steamers under control of a board 
of directors of not less than three nor more than five members, to be 
known as the Shipping Board. To enable the Shipping Board to 
cover expenses in establishing and working the steamer line, deben
tures were issued and further flotations authorized for additional 

• Tbe par rate of $4.8665 bas been used tor all couversions to AmericDn currency 
througbout this section. 
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capital, subject to approval by both Houses. Any profit was to be 
paid into a reserve fund, part of which was to be used in redeeming 
debentures. 

The income, property, and operations of the board were made sub
ject to the rates, taxes, and charges payable by a business or trading 
organization formed by private individuals. 

The membership of the board comprised three appointees, the first 
of whom was the former manager of the lines and who was appointed 
for five years at an annual salary of £3,500 ($17,000), the others for 
four years and for nine months, respectively, at salaries of £3,000 
($14,600) annually. 

TRANSFER OF FI.EI!7r TO SHIPPING BOARD 

The Commonwealth shipping act of 1923 became effective on 
September 1, when the new Shipping Board came inw power and 
the transfer of the fleet was made to the new governing body. There 
were handed over to the board 54 steamers officially written down to 
a valuation of £4,718,150 ($22,960,875) and office furniture at £7,500 
($36,500). . • 

From a schedule included in the report setting forth the name, 
specifications, history, original cost, and book value of each vessel 
at the time of transfer to the board it appears that the capital cost 
of the entire fleet, exclusive of the wooden fleet built in the United 
States and ex-enemy vessels. which had been lost, was £14,887,758 
($72,451,275). By depreciation this had been reduced to £12,716,800 
($61,886,300). As the board took the fleet over at £4,718,150, a 
capital loss of £7,998,650, or $38,925,430, was written off in the 
transfer. 

When the board took over operation of the line, 27 vessels were 
laid up. The board determined that 20 more vessels could not be 
operated and that only the 5 Bay class and 2 Dale class steamers 
reasonably could be expected to pay anything in excess of voyage 
disbursements and that they would not cover interest and deprecia
tion. . Among the official reasons stated for these conditions, cover
ing the two general groups of vessels, were: 

1. D and E class ships were considered unsuited to overseas trade, 
being small, slow, and expensive, their running and maintenance 
costs were excessive, and the cost of manning and provisioning under 
Australian articles lis compared with competing ships was high. 

2. The Bay and Dale class ships had difficulty in obtaining cargo, 
due to industrial trouble and adverse press comment; the cost of 
manning and provisioning amounted to more than 5 per cent on their 
transfer value. 

3. There was more than double the tonnage on the United King: 
dom-Australia berth necessary to carry the cargo offering. 

4. Announcement that the Government was prepared to receive 
tenders for the sale of the line was detrimental. 

Comparative DPerating costs 

Comparing operating costs, the Bay steamers .carried acomple
ment of 170 at a cost, including overtime and leave, of £3,725 
($18,125) monthly, while a similar English vessel carried a crew of 
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154 at a monthly cost of £1,654 ($8,070). Comparison of actual 
wages for the year ended March 31, 1926, on the five Bay steamers 
and the estimated wages for similar English steamers showed actual 
wages on the Australian steamers of £204,987 ($997,570), while the 
estimated wages under English articles would have been £87,229 
($424,500). Extra victualling costs increased this by £9,510 
($46,280), making a total of increased costs to the Australian vessels 
of £127,268 ($619,350). It was estimated that the extra cost of the 
seven ships on Australian articles was £220,000 ($1,070,630) in one 
year. 

From September 1, 1923, to March 31, 1927, operation of the line, 
including administrative expenses, depreciation, and interest, re
sulted in a loss of £1,917,815 ($9,333,000). Of this the excess of 
voyage expenses over voyage revenues was £628,894 ($3,060,500). 

Unsuitability for fIUl£I aerrice 

The line of seven vessels between Australia and the United King
dom carried perhaps 20 per cent of the passenger traffic; but the 
fleet was considered too slow for mails, and inasmuch as the Orient 
Line was under contract with the Commonwealth Government to 
convey mails from Australia to the United Kingdom and the Pen
insular & Oriental Line was under contract with the Imperial Gov
ernment to convey': mails from the United Kingdom to Australia, 
the amount of mall matter that could be sent by the Commonwealth 
Line of Bay steamers was not very large. 

It was also shown that of. a complement of these vessels compris
ing 1,034 persons, 514 were domiciled in Australia, while 520 were 
domiciled in the United Kingdom. 

SALE OF STEAMERS TO WHITE STAB LINK 

Up to the time of the final report of the Joint Committee of 
Public Accounts on May 6, 1927, all vessels of the Commonwealth 
fleet except the seven steamers of the Bay and Dale class had been 
sold. The sales price, less commissions, was £1,103,112 ($5,368,585). 

On January 2,1928, the Commonwealth Government invited tend
ers for the five Bay class and two Dale class steamers. These seven 
vessels had a total gross tonnage of 88,586 and an almost equal dead
weight tonnage, namely, 87,260 tons. Tenders for purcha..<;e were 
restricted to native-born British subjects or British-owned com
panies whose articles of incorporation contained a prohibition 
against the transfer of stock ownership to non-British subjects. 
It was stipulated that the purchaser would be required to main
tain the vessels under British registry for at least 10 years, and 
during that period to conduct with the fleet, Or a fleet of similar 
ships, a serVIce equal to that offered by the Commonwealth Line, 
with at least 18 sailings annually. Particular consideration was 
promised bidders who would maintain a reasonable passenger serv
Ice, supply refrigerated space, and safeguard the interests of Aus
tralian importers and exporters in respect of freight rates." 

• Parllamentary Papers, Commonwealth ot Australia, Commaud Paper 225, May 2, 
;1928. 
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Particulars of tender8 

Three tenders were received. On February 29, 1928, Viscount 
Kylsant, as chairman and managing director of the White Star Line, 
newly acquired from the International Mercantile Marine Co., sub
mitted an offer of £1,850,000 ($9,003,000) for the seven vessels, 
accepting the general provisions of the stipulations of the invitation 
for tenders and requiring in return that any nationally favorable 
treatment accorded the Commonwealth Line by the Government of 
the Commonwealth of Australia should be continued during the term 
of the guaranty. The tender was accompanied by 2% per cent of 
the bid and an offer of £250,000 cash upon delivery of all vessels 
followed by 10 equal annual payments of £160,000 at 5%, per cent 
interest. By negotiation this offer was increased to £1,900,000 
($9,246,350), the price finally accepted, with an interest rate of 5% 
per cent, the increase in amount being based upon the high cost 
of repatriation of the crews due to delivery of vessels at London. 
This cost was reduced by an offer to carry repatriated crews to 
Australia at reduced rates and also to employ all suitable officers 
and engineers with the vessels. On April 7, 1928, the White Star 
Line offer was accepted and on April 21, 1928, the sales contract 
was signed. 

Of the two other offers received for the Commonwealth Line one 
was made by Runciman (London) (Ltd.), proposing to· form a com
pany, to be called the Anglo-Australian-Commonwealth Line and 
capitalized at £1,500,000, for the purpose of purchasing and operat
ing the Bay and Dale class vessels. On behalf of the proposed com
pany the bidder offered £1,000,000 ($4,866,500) for the fleet, with a 
cash payment of £500,000 and 5% per cent debentures in the amount 
of £500,000. The bidders refused to guarantee maintenance of the 
vessels on the British or Dominion regIster for 10 years, stating that 
it was their intention to consider building and improving the service, 
requesting at the same time that the Australian Government render 
all possible assistance through controlled immigration and mail con
tracts in case the line was improved by the addition of fast vessels. 
This offer was later increased to £1,250,000 ($6,083,125), the addi
tional price being added to the debenture portion. 

The third offer for the line was made by Sir James Connolly in 
behalf of a managing company to be formed by Staley & John 
Thompson (Ltd.) 1 the offer being £1,575,000 ($7,664,735), which 
subsequently wa'l Increased to £2,000,000 ($9,733,000) provided the 
company would be released from the obligation of maintaining a 
fast line. 

POSTAL CONTRACT SERVICES 

Regular steamship communication between Australia and Europe 
was established in 1852 by a service run by the Peninsular & Oriental 
Co. between Singapore and Sydney, via King Georges Sound, Ade
laide, and Melbourne. This service was continued until 1854, when 
it was stopped in consequence of the Crimean War. In 1856 a line 
of steamers was again started, and the service was carried on by the 
Peninsular & Oriental in conjunction with the Royal Mail Steam 
Packet Co. for some years.' 

• Australian Yearbook, 1901-1913. 
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The service via the Red Sea did not at that time give much satis
faction to the public and was looked upon with a certain amount 
of disfavor in New South Wales and New Zealand. The effect was 
to stimulate the colonists to agitate for an improved service, and 
proposals were made for the establishment of a line of mail packets 
from Sydney to Panama via Wellin,gton, by rail across the Isthmus, 
and thence to Great Britairi. In 1866 this line was started, and it 
continued in operation until terminated in 1868 by the failure of the 
company which had carried it out. 

CONTRACT OF 1869 

Completion in 1869 of the railway across the American continent 
with its western terminus at San Francisco opened up a new route 
to Europe, and in that year a monthly service was begun by the 
Union Steamship Co. in conjunction with the Pacific Steamship Co., 
from Sydney to San Francisco via Auckland. This service was sub
sidized to the extent of £37,000 ($180,060) per annum, of which New 
South Wales paid £25,750 . ($125,310) and New Zealand £11,250 
($54,750), and continued until November, 1890, when a new contract 
was entered into and the subsidy much reduced, the amount of "the 
contribution being based upon the weight of mail matter carried. 

Various extensions of the contract were made, but the last agree
ment between the New Zealand Government and the Oceanic Steam
f:.hip Co. of San Francisco expired on November 10, 1906 .. From 
that date mails were carried at Postal Union rates until April 12, 
1907, when the service was discontinued. 

CONTRACT OF 1893 

During 1893 a direct monthly service was started between Sydney 
and Vancouver (British Columbia) via Wellington, and thence to 
Liverpool over the Canadian Pacific Railway, the New South Wales 
Government paying for its maintenance an annual subsidy of £10,000 
($48,665) for three years. In 1896 the agreement was renewed for 
a like period, and in 1899 was again renewed, for four years, subject 
to the same terms and conditions except that the route was via Bris
bane instead of Wellington. The contract was further prolonged 
until July 31,1911, at a subsidy of £26,626 ($129,575) per annum. 

CONTRACT OF 1905 

Establishment of the mail route via San Francisco had the {'ffect 
of stimulating the steamship owners who were engaged in the Euro
pean service via Suez, and from that time there was marked improve
ment in the punctuality and speed with which the mails were deliv
ered. The Peninsular & Oriental Co. and, at a little later date, the 
Orient-Pacific Co. have carried mails to and from Australia almost 
since the inception of ocean steam services. Postal matter was car
ried by contract until 1905, when the contract between the Peninsular 
& Oriental Co. and the Commonwealth Government expired. Mails 
still are carried from Australia by the P. & 0., but they are carried 
at Postal Union rates and not under contract with the Common
wealth. On April 25, 1905, the Orient-Pacific Co. concluded a new 
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contract with the Commonwealth Government for a fortnightly serv
ice between Australia and England. The subsidy was at the rate of 
.£124,880 ($607,730) per annum. 

CONTRACT OF 1907 

On January 1, 1906, tenders were invited by the Commonwealth 
Postmaster General for a fortnightly mail service between Adelaide 
and Brindisi, to alternate with a similar service to be provided by 
the Imperial Government, and a contract was entered into with Sir 
James Laing & Co. (Ltd.) at an annual subsidy of .£125000 ($608,-
310). However, this contract fell through, and new tenders accord
ingly were called for. 

On November 15, 1907, an agreement was entered into with the 
Orient Steam Navigation Co. for a fortnightly service over a period. 
of 10 years, commenc~ in February, 1910. Themail schedule was 
to be carried out by eXISting vessels belonging to the company and 
by five new mail ships, of 12,000 gross tons and of not less than 17 
knots speed, which were to be specially built. Two more new vessels 
were to be added within 18 months and 6 years, respectively, irom 
Febtuary, 1910. The subsidy was fixed at '£170,000 ($827,300) per 
annum; but, if the earnings of the company decreased, or the 
expenses increased, by reason of any Commonwealth shipping legis
lation passed subsequently to the date of the agreement, to the extent 
of not less than .£5,000 ($24,330) a year, the contractors had the right 
to terminate the agreement unless the subsidy was increased. 

Each of the new vessels was to have insulated space of not less 
-than 2,000 tons of 40 cubic feet, and the freights were not to exceed 
one-half penny per pound for butter and 60 shillings per ton for 
fruit. White labor only was to be employed, and no discrimination 
was to be made between unionists and nonunionists. If before or 
during the sixth year of the contract an accelerated service was 
provided by any competing line of mail ships, the contractors must, 
if so required by the Postmaster General, furnish a service equal to 
the competing service, at an increased subsidy to be determined by 
agreement or arbitration. The Commonwealth flag must be flown 
on the mail ships, which the Commonwealth had the right to pur
chase at a valuation at any time. Within six months pf the Post
master General's establishing a permanent wireless-telegraphy sta
tion at Rottnest Island, or at any point on the coast between Fre
mantle and Brisbane, the company must fit the mail ships with wire
less-telegraphy installations. The new service was inaugurated on 
February 11, 1910. This contract was renewed April 27, 1921. 

ORIENT CONTRACT OF 19%1 

The present contract with the Orient Steam Navigation Co. is 
dated April 27, 1921, and is to continue until 12 months' notice is 
given by either party to the contract. The contractor, however, may 
terminate the contract on shorter notice if earnings fall, or expenses 
rise, in an amount of at least .£5,000, due to legislation enacted by 
the Commonwealth Parliament. Sailings are required once every 
four weeks between Fremantle and the United· Kingdom in each 
direction, with delivery of mails from Australia or pick-up of mails 
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for Australia at Toulon or Marseille, from and to which points the 
mails are carried overland to and from Great Britain. The transit 
period is limited to 632 hours from south European ports to Aus
tralia and to 644 hours from Australia to south European ports, 
with an allowance of 36 hours' extension on the European-bound 
passage during the period of the southwest monsoon. 

The contract calls for four vessels with 2,000 tons of refrigerated 
space at 40 cubic feeu to the ton.5 All mail ships are to carry a 
special chamber for the conveyance of butter if 300. tons of butter 
are offered, and no cheese or odorous articles may be carried in this 
chamber. The space reserved for butter is to have a temperature of 
15° F. when four days out at sea, and the carrier may refuse to 
accept butter for shipment if more than 8° above this temperature 
when tendered. The Orient Line agrees not to charge or receive for 
butter or fruit any higher rates of freight than the current ruling 
freight rates on other lines for the same commodities, unless writ
ten consent to do so is first received from the Postmaster General. 
The contracting company agrees to make at least three calls at 
Hobart, Tasmania, during February and May. 

The contract specifies also that inspection and classification of the 
vessels according to Board of Trade regulations of the Imperial 
Government shall be acceptable to the Commonwealth Government. 
This provision will exempt the contractor from numerous rebYlllations 
relating to the operation of vessels in the Australian trade. 

BEDUOl'ION OF CONTB.AOl' COSTS 

In 1928 representations were made to the Orient Steam Navigation 
Co. by the director of the Australian postal services to induce the 
company to forego the revenue it obtained from carrying mail on 
its noncontract vessels and to permit them to be recognized as operat
ing under the contract. The company agreed to this. The Aus
tralian postal administration benefited by £30,000. 

A news dispatch published in The Argus of July 17, 1931, stated 
that the Orient Steam Navigation Co. had decided to reduce the 
amount due from the Australian Government under contract condi
tions by £20,000 for the year 1931-32. The company was quoted as 
making this contribution" in association with the Government's ac-
tion to restore the nation's credit." _ 

Another indirect benefit gained by Australia in connection with this 
contract is through the inclusion of other than contract vessels owned 
by the Orient Steam Navigation Co. within the mail-carrying condi
tions of the contract. This was brought about in 1928 in the follow
ing manner: The contract provides for 13 sailings annually. On 
each trip from England to Australia the British -post office and 
other postal administrations send mail matter to Australia on con
tract vessels and pay the Australian Postal Department at Postal 
Union rates. On the return trip the Australian post office sends its 
mails without further charge under the terms of the contract, and 
also collects mail matter from other administrations (Ceylon, Egypt, 
etc.) which is carried to Europe at Postal Union rates payable to the 

• Commonwealth Parliamentary Pnper No. 110, 1920-21. 
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Australian Post Office Department. Australia pays the British post 
office in like manner for Australian mails carried on the Peninsular 
& Oriental vessels under the British contract to the Far East. The 
sailings of the contract steamers of the two companies do not always 
offer weekly service, and mail sent on other than contract vessels is 
paid for on a weight basis. ' 

SUBSIDIES ON FIXED-PAYMENT BASIS 

The present postal-contract system of Australia covers 69 distinct 
routes; of these only 12 are on a fixed-payment basis, the remainder 
being paid on weight at Postal Union rates or the amount is not 
shown. The 12 routes which were operating on a fixed-payment basis 
as of April 1, 1929, were: 

TABLE 94.-POSTAL CONTBACT SYSTEM OF AUSTRALIA ON FIXED-PAYMENT BASIS 
AS OF APRIL 1, 1929 

Annual payment 

Route Life of contract . Equiva
lent in 

Sterling United 
States 

currency! 

Calms to Cooktown via Port Douglas ________ From Jan. I, 1928. for three years____ £2.350 
Port Adelaide to Kingscote ___________________ To Dec_ 31, 1931_____________________ 1.000 
Port Adelaide to Port Lincoln _____________________ do_______________________________ 3,600 

~n: ~ ~~~;.i,::::::::::::::::::::::::: }Indefinite period____________________ 6,500 

M bourne to aUD~wn-__ ---------------- periods, terminable on 12 months' 31,000 eI L 
{
From May I, 1921, for 12-month } 

Melbourne to Burnle_________________________ notice by either party. 
Hobart to Kelly'. Point via Peerson's Point __ From Jan. 1, 1928, for three years____ 63 
Hobart to Alonnab ________________________________ do_______________________________ 75 
Launcestown to Furnpaux Gronp of Islands _______ do_______________________________ 375 
Launcestown to Currie, King Island ______________ ldo_______________________________ 400 
Brisbane. Sydney, Melbourne, Adelaide, and From Sept. 20, 1921, termineble on } 130 000 

Fremantle to London, via Suez. 12 months' notice DY either party. ' 

$11,436 
4.867 

17,033 
26,765 

150,860 

307 
365 

1,825 
1,947 

632,645 

TotaL_________________________________ ______________________________________ 174,263 838,050 

I Converted at the par rate of $4.8665. 

As indicated in Table 94, the fixed-payment postal-contract sys
tem of the Commonwealth Government comprises principally local 
or interstate services in the Australian Commonwealth. The single 
important exception to this is the contract with the Orient Steam 
Navigation Co., controlled by the Peninsular & Oriental Co. through 
majority stock ownership. The Orient Line maintains the Austra
lian service with a fleet which includes five 20,000-ton vessels capable 
of about 20 knots speed and built for the service, the fifth vessel 
having entered the run late in 1929: 

American Trade Commissioner S. R. Peabody Melbourne, reported 
under date of April 15,·1930, that a regular fortnightly steamship 
service between Sydney and Hobart during the winter months was 
assured through the provision, by the Federal Government, of a 
s~bsidy of £10,000 ($48,665) to be paid to a leading Australian ship
pmg company. 

85083-3~28 
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TOTAL MAIL-SUBSIDY PAYMENTS . . 
The annual amounts of mail subsidies paid by the Australian 

Government from 1901 to 1929 were as follows: 

TABLE 95.-MAIL-CONTRACT SUBsIDms PAID BY AUSTRALIAN GOVERNMENT, 
1901-1929 

Annual expenditures 

Year 

1901 _____________________ _ 
1902 _____________________ _ 
1903 _____________________ _ 
1904- ____________________ _ 
1905 _____________________ _ 
1906 _____________________ _ 
1907 _____________________ _ 
1908 _____________________ _ 
1909 _____________________ _ 
1910 _____________________ _ 
191L ____________________ _ 
1912 _____________________ _ 
1913 _____________________ _ 
1914- ____________________ _ 
1915 _____________________ _ 
1916 _____________________ _ 

Sterling 

£134,332 
169,617 
172,497 
163,622 
171,294 
199,463 
198, 475 
215,609 
164,623 
249,552 
235,603 
222,578 
222, 837 
221,221 
220,741 
106, 103 

I Converted at the par rate of $4.8665. 

Source: Australian Yearhook. 

Equivalent 
in United 
States cur-

rency! 

$653,727 
825,441 
839,457 
796,266 
833,600 
970,687 
965,879 

1,049,261 
801,138 

1,214, 445 
1,146,562 
1,083,176 
1,084,436 
1,076, 572 
1,074, 236 

511,484 

Annual expenditures 

Year 
Sterling 

Equivalent 
in United 
Rtates cur~ 

rencyl 

1917 _ _____________________ £75,652 $368,160 
1918_ _____________________ 59,596 290,124 
1919_ _____________________ 50,035 243,495 
1920______________________ 157,813 768, COO 
192L _____________________ 149,064 725,420 
1922_ _____________________ 184,770 899,183 
1923_ _____________________ 197,652 961, &73 
1924______________________ 193,091 939,677 
1925_ _____________________ 177,713 864, E40 
1926______________________ 150,375 731,8<0 

l~~: ::::::::::::::::::::: l~~ ~~ ~:~~ 
1929 ______________________ 

1 

__ 1_74,.:..263_
1 

__ 848,-.'-..050_ 

TotaL_____________ 4, 983, 643 24,252,996 

NAVIGATION ACT OF 1912-1920 

Australia's navigation act was passed in 1912 following considera
tion of such a measure from 1904 in Australia and by an imperial 
shipping conference at London in 1907. Royal assent was given in 
October, 1913, but owing to the outbreak of the war in August, 1914, 
proclamation of the act was postponed. 

At the conclusion of the war the act was placed in effect gradually 
in conformity with amendinO' acts of 1919 and 1920. Its most im
portant provisions-those reiating to the coasting trade-were an
nounced on July 1 and October 1,1921, March 1,1922, and February 
1, March 1, and October 1, 1923. The act is administered by the 
navigation branch of the Department of Trade. 

The Commonwealth act deals, and can deal, only with interstate 
and foreign shipping; intrastate shipping is subject to State laws. 

RESERVATION OF THE COASTING TRADE 

Australia, with its long coast line, greater in length than the dis
tance between Sydney and London, small popUlation, numerous 
small ports, seasona:! trade, and extensive maritime and industrial 
legislation, Imperial, Federal, and State, presents a problem of very 
great magnitUde in the est~blishment of regular and efficient coastal 
transport services. The coastal clauses of the navigation act, 1912-
1920, were intended to create an Australian merchant marine by pro
viding that no passengers or freight should be carried in coastal 
waters by vessels whose crews were not paid,. or given other con-
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siderations, in accordance with Australian regulations. Further, no 
vessels receiving subsidies from foreign governments are eligible to 
trade in the coastal waters. 

These clauses apply to all ships registered in Australia and to 
aU ships, whether registered there or not, which are engaged in the 
coasting trade of Australia. They impose certain requirements as to 
working' and living conditions of crews on vessels and prescribe 
manning scales and wage scales. These conditions make it difficult 
for Australian vessels to compete with other shi1?s in the overseas 
trades, and make it commercially impossible for ShIpS trading to and 
from Australia to engage in the coastal trade. 

LICENSI!l REQUIREMENTS 

Except in special. instances, and on special permit issued to ships to 
make particular voyages, no ship may engage in the Australian coast
ing trade without a license to do so. Licenses are issued subject to 
compliance with the following conditions: • 

(a) That the seamen employed on the ship shall be paid wages in 
accordance with this part [coastal] of this act; 

(b) That in the case of a foreign ship, it shall be provided with 
the same number of officers and seamen, and with the same accom
modations for them, as would be required if it were a British ship 
registered in Australia or engaged in the coasting trade; 

( c) That where a 'library is provided for the use of passengers 
every seaman and apprentice shall-where no library for their 
special use is provided-be entitled to obtain books therefrom under 
the same conditions as may regulate the issue of such books to the 
passengers. 

Before granting a license the Minister for Trade and Customs 
may require security for compliaQce with these conditions. Moreover 
(sec. 289), in the case of ships trading to places beyond Australia, 
but which may in part engage in the coasting trade, the wages to 
which seamen are entitled under the rates ruling in Australia for 
seamen employed in the coasting trade must be paid before the 
departure of the ship from Australia. 

INQUIRY INTO COASTAL CLAUSES OF ACT 

Due to the many conflicting interests which arose as a result of the 
application of the coastal clauses of the navigation act as affecting 
communities, shippers, and shipping services, the Commonwealth 
Government considered requests for their repeal or revision. Under 
the general principle of protection to home industries the entire 
problem was referred to the Tariff Board for study. The scope and 
purpose of the inquiry were thus stated by that board: 

Under date of January 4. 1929. the Minister for Trade and Customs referred 
to the Ta~iff Board for inquiry and report in accordance with section 15(2) (d) 
o~ ~he tariff board. act. 1921-~924. the question of the practicability and desira
bility of encouraglDg the pnmary and secondary industries of the Common
wealth (including the industry of shipping) by substituting for the protection 
to Australian shipping against competition from overseas shipping in the Aus
tralian coastal trade at present afforded by Part VI of the navigation act, 191.2-

• Navigation act. 1912-1920. sec. 288. 
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1920 (commonly known as the coasting trade provisions of that act), protection 
by other means, for example: 

(a) By the imposition of taxation on cargo and/or passengers carried 
interstate by overseas vessels;- or 

(11) By the payment of subsidy or bounty to Australian shipping; or 
(0) By the licensing of overseas vessels to -engage in Australian coastal 

trade subject to the payment of license fees on a basis to be pre
scribed; or 

(d) By a combination of any of the above means; or 
( e) By any other means. 

For the purpose of its investigation the board -visited each State of the 
Commonwealth. In addition to the examination of witnesses, the board sought 
to inform its mind on the subject by independent inquiry. The investigation 
involved a comprehensive review of the financial position of the various ship
ping companies and organizations concerned. 

In this review the board was assisted by the result of an exhaustive account
ancy investigation conducted by a certificated accountant who was placed at 
the disposal of the board by the Comptroller General of Customs. 

EFFECT OF COASTAL CLAUSES 

Preceding a detailed review of the evidence presented and con
sidered the board summed up the effect of the coastal clauses of the 
navigation act as follows: 

The coastal clauses of the navigation act were brought into being after 
exhaustive investigation extending over a number of years. The object of the 
clauses is to protect Australian shipping on the Australian coast by making 
it obligatory upon overseas vessels desirous of entering such trade to comply 
with Australian standards in regard to such matters as manning, accommoda
tion for crews, wages, -hours of labor. and thus be on an equal footing with 
the Australian ships. The provisions of the act have effectively achieved their 
purpose, and the Australian coast is, under their operation, reserved to Aus
tralian shipping, except in isolated cases, where, in pursuance of the act, per
mits and exemptions have been granted to overseas vessels. 

SOOPE OF BOARD'S INVESTIGATION 

The terms of the minister's reference suggest the existenc~ of disabilities 
to Australian industries, primary and secondary, due to the operation of the 
coastal clauses of the navigation nct, and Indicate a desire on the part of the 
Commonwealth Government to remove or reduce such di;;abilities. The word
ing of the reference also concedes the necessity for, alld desirahility of, con
tinuing the protection of Australian interstate shipping by some effective means. 

It is also apparent from the reference that the expected method of relief is 
to open up Australian coastal shipping-trade to ovel'seas ve!<sels and at the same 
time protect the existing interstllte services by a tax on the overseas shipping 
or by some means recompensing the interstate steamship companies for any 
trade they might lose as the result of competition from the overseas vessels. 

The inquiry narrows itself down to the que!<tion whether there are any dis
abilities and whether, if they do exist, the repeal of the coastal clauses of the 
navigation act and the substitution of another form of protection to interstate 
~hlpplng would remove such disabilities without creating other equal or greater 
disabilities. Any action in the direction of altering the existing policy would 
clearly not be desirable unless it achieved this result. 

The scope of the Tariff Board's inquiry really resolves Itself into investigating 
and determining the following: 

(a) Whether the existing interstate !'ervi<'es are efficient and adequate. 
having regard to ull tlle circulllstances under which they are 
carried on. 

(b) Have the Au!'tralilln shiplling c(lmpanips taken undue advantage of 
the protection afforded them, either by fl1iling to cater adequately 
for the requirements or by charging unduly high freights or fares? 

(c) What would be the effect on existing services if overseas ves~els were 
permitted to engage in the Australian coastal trade? 
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COST OF MEETING LAW'S BI!lQU!BEMENTS 

In the course of its inquiry the Tariff Board sought to ascertain 
the cost to the Australian shipping companies of complying with the 
conditions imposed by the act. The position is complicated in that 
the navigation act and the arbitration court each has an influence 
upon it and it is difficult to determine to what extent the added costs 
are due to each of the causes considered. The report states: . 

The navigation act sets out the conditions of accommodation, manning, and 
victualling. The arbitration court requires local shipowners to pay certain 
wages and observe certain hours. The whole aim is to bring the conditions of 
employment of the Australian seaman into line with the accepted Australian 
standard of living. Maintenance of these conditions has been very costly and 
has placed a heavy burden upon those who engage in local shipping as com
pared with overseas shipping. 

The additional costs may be grouped under two headings, namely: 
1. The cost of altering vessels constructed prior to the operation of the 

navigation act in order to make them comply with the conditions of 
that act; 

2. The extra cost due to wages and conditions. 

Cost of vesseZ aJteratWnB 

In respect to cost ()of altering accommodations of vessels and the 
additional equipment required .under the navigation act the Tariff 
Board stated: 

The total cost of the alteration of the ships belonging to companies comprised 
in tbe Australian Steamship Owners Federation is estimated to have been from 
£110,000 to £150,000 ($535,000 to $730,000). 

The board has, however, obtained specific information as to the actual cost of 
alterations to 13 vessels, including the installation of electric equipment on 
colliers, and the initial expenditure under the loading and unloading regulations. 
The total amount involved was £32,773 ($158,490). The alterations made to 
these vessels in order to comply willi requirements reduced their passenger 
accommodations and cargo-carrying capacities to such an extent as to diminish 
their earning capacity by £12,114 ($58,950) per annum. 

The board desires to point out that it is in no way questioning the reason
ableness or otherwise of the requirements of the act which made necessary the 
structural alterations. The figures are given merely to indicate the expenditure 
incurred of necessity by vessels on the Australian register, and from which 
overseas boats were free. 

C08t of crews 

Under the general head of costs of manning vessels under Aus
tralian registry as compared with similar costs for vessels under the 
registry of various other countries the Tariff Board cited compara
tive manning requirements of vessel types and nationalities in detail. 
The board's report sums up its findings on this subject in the follow
ing language: 

Since the closing of the inquiry, the board has been supplied with a copy 
of the wages sheet of the steamship FordJJdale after the date of transfer from the 
Australian to the British register. This statement shows a total complement 
of 65, with an aggregate monthly wages account of £768. Under Australian 
articles the officers and crew numbered 74, with a total monthly wages account 
of £1,327. 
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Asiatic seamen are extensively employed on British ships trading with 
Australia. Typical examples of the wages paid in these instances are as 
follows: 

TABLE 06.-WAGES PAlO SEAMEN OF Dn'FEBENT NATlONA.LlTIES 

Wages per month 

Rating 
Lascars Malays Chinese 

------------------1------
£ •. d. £ •. d. 

Sailor •••••.•••.••....•. _.................................................. 1 17 6 2 9 0 
Deck sweeper .•..•.•.•.••••••.••.•••...•.•••••.•.•••••••••••••••••••••.•.. 1 13 0 ..••.•.... 
Fireman ......••••••••.•...•.•••••.•.•••••••••••••••••. _.................. 1 14 6 .•.•.•• _ •. 
Second cook ••••.•..••...•.•. _ •••• __ • ___ •.......... _ •• _ .•••••••• _ •••• ___ ._ 3 0 0 3 6 4 

£ •. d. 
260 
220 
260 
419 0 

While the remuneration paid to the more responsible officers and members 
of the crew on American vessels is higher than that of any other nationality, the 
Australian rates for the majority of ratings such as seamen, firemen, and trim
mers are higher than those of any other country. The average Australian rate 
is also much higher than those of other countries, approaching a figure nearly 
double that of the British rate. 

Not only does the Australia wage· show a substantial increase over those of 
other countries, but the number of officers and crew employed in manning a 
vessel on the Australian register is also in excess of the requirements of other 
nations, averaging about 10 more than either the American or the British, and 
representing an increase in the manning of from 25 to 30 per cent. The 
cost of victualling is greater per head on the Australian coast than in any 
other part of the world, and the aggregate cost is, of course, further increased 
by reason of the additional hands employed. 

TA.lI.lFF BOABD'S FINDINGS 

Upon completion of its discussion of the evidence considered by it 
the Tariff Board stated its findings as follows: 

As a ref;ult of its invl'stigation the Tariff Board finds that, excl'pting only as 
to the lack of facilities for passenger service between the eastern ports of the 
mainland and Hobart, no disability was brought under the notice of the board 
which could be deemed to be of national importance. The disabilities under 
which the State of Tasmania is suffering call for prompt and effective remedy. 
The proposals of the board in this connection are set out in full on pages 46 
and 47 of this report. 

In regard to the mnin questions referred, the Tariff Board is strongly of 
opinion that the substitution of any other form of protection for that provided 
by the coastal clauses of the navigation act is neither practicable nor desirable. 

ADMISSION OF OVERSEAS VESSELS TO COASTING TRADE 

The proposals referred to in the Tariff Board's findings were pre
pared and presented to the board on May 6, 1929, by Lewis Findlay 
East, secretary, Marine Branch, Department of Trade and CustOIns. 
The salient features of this plan are as follows: 

Tax on engngl'ment of unlicensed ships in coasting trade: 
(a) Pa.IJsengcr taID.-A fixed charge of so much per passenger, per 100 

miles of distance covered, carried by an unlicensed ship between 
ports in the Commonwealth. 

(b) Oargo t(l(J).-A fixed charge of so much pl'r ton of cargo (by measure
ment or weight, according to basis on which freight is charged) per 
100 miles of distance covered, carlied by an unlicensed ship between 
ports in the Commonwealth. 
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Bounty to licensed shipping: 
(a) PfUl8et1{/6f" lJ01mtf/.-The proceeds of the above passenger tax (less a 

small percentage deduction to cover cost of administration, i. e., 
collection, checking, distribution, etc.) to be divided periodically 
among owners of passenger ships licensed to engage in the coasting 
trade, in proportion to the certified passenger accommodation vacant 
on those ships per 100 miles traveled between ports in the Common
wealth during the period covered. 

(lJ) (Jargo b01mtg.-The proceeds of the above cargo tax (less a percent
age deduction for administration) to be divided periodically among 
owners of general cargo or cargo-passenger steamers, over 1,000 
tons gross register, licensed to engage in the coasting trade, in pro
portion to the cargo space vacant (compnted on the basis of a ship
ping ton of 40 cubic feet) on those ships per 100 miles traveled on 
voyages between ports in the Commonwealth during the period 
covered. . 

Provided that bounty shall be payable, in respect of any voyage between 
Commonwealth ports of call, on only that amonnt of passenger accommodation 
or cargo space vacant which exceeds a certain prescribed percentage of the 
total accommodation or space provided on the ship. The percentage fixed to 
be, as nearly as can be arrived at, the average normal space vacant, over a 
year, on all ships now trading on the coast under present conditions. 

Under this plan a voyage of less than 100 miles would be counted 
liS 100 miles. Where a voyage exceeds 100 miles or any multiple 
thereof, the excess, if of 50 miles or more, would be counted as 100 
miles and any excess under 50 miles disregarded. . 
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AUSTRIA-HUNGARY 

The small seacoast of the Austro-Hungarian Empire, with only 
two important ports, was the scene of a most comprehensive and 
generous system of ship subsidies and allied governmental aids to 
merchant shipping. This seacoast was remote from the principal 
agricultural, mineral, and industrial sections of the Empire. The 
greater part of the foreign trade of Austria and Hungary was with 
Germany, Russia, and the Balkans, to which river and rail lines 
served commerce. For much of the overseas trade Hamburg and 
Bremen were more convenient ports than Trieste and Fiume. There 
were practically no sailing vessels with the accompanying general 
service and national seagoing personnel. The coastwise trade was 
restricted to vessels of national registry. 

Maritime enterprise in Austria-Hungary was extinguished by the 
World War, following which the Austro-Hungarian Empire lost its 
entire seacoast and fleet. Austria and Hungary were not maritime 
nations by tradition nor by the habits and pursuits of the people; the 
creation of both the commercial and the military fleet rested largely 
upon governmental stimulus; and their present-day return to the 
sea is limited to artificial creation. 

Trieste on the western side of the Istrian Peninsula and Fiume 
on the eastern were respectively Austria's and Hungary's seaports 
on the Adriatic. Trieste was joined to Italy as a prize of war, and 
Fiume was annexed to Italy under the terms of a treaty with Yugo
slavia of January 27 1924. 

The treaty of St. Germain required Austria. and Hungary to sur
render all their commercial shipping tonnage and all fishing vessels 
without regard to size. The most important shipping company, the 
Austrian Lloyd, became the Lloyd Triestino, now the principal sub
sidized service into the Adriatic under the Italian flag. 

Among the reasons for including Austria and Hungary in _ this 
study are (1) that due to the length of time subsidies were granted 
to shipping by the Austrian State and to the wide scope of subsidies 
employed no historic account of shipping subsidies would be com
plete without an account of State aid in the dual monarchy, and (2) 
that recent proposals to establish a State-aided Hungarian fleet, 
based upon Fiume, have again raised the interesting problem of a 
landlocked nation (river outlet excepted) attempting to go to sea 
artificially. 

THE AUSTRO-HUNGARIAN COMMERCIAL FLEET 

At the end of 1913 the commercial fleet of Austria comprised 175 
seagoing vessels of 443,086 gross tons.1 Of this total, the Austrian-

1 Osterreichlsches Statistischea Handbuch, 1914, p. 181. 
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Lloyd waS credited with 61 vessels of 235,990 gross tons, which dur
ing 1913 had performed 1,188 voyages and sailed 2,432,727 miles. 
The Hungarian seagoing fleet in 1914 comprised 70 steam vessels of 
136,107 net tons. 2 Of the total tonnage, the Royal Hungarian Ocean 
Navigation Co. "Adria" owned 33 vessels of 73,762 gross tons. In 
1913 this company carried nearly a million tons of cargo, incurred 
an operating deficit of 1,261,000 korona ($255,983)," and paid a divi
dend of 15 per cent, or 1,500,000 korona ($3<»,500), from a profit of 
1,839,920 korona ($373,504), resulting from a subsidy Qf 3,101,467 
korona ($629,598). This tonna~ (or the remainder thereof) and 
these companies are now part 01 the Italian navigation system. 

PREFEREJ.VCES AND RESTRICTIONS 

PREFERENTIAL RAILWAY RATES 

In the late seventies and early eighties of last. century two na
tional economic problems took definite shape in Austria-Hungary and 
exerted. a powerful ~nfluence upon the entire policy gove~g a 
State-aIded power-drIven fleet. The first of these was the diversIon 
of interior German trade with Asia from the ports of Hamburg and 
Bremen to the ports of FillIDe, Hungary, and Trieste, Austria, by 
means of low railroad rates; and, second, the problem of opening a 
foreign market for a rapidly increasing surplus of domestic prod
ucts. Negotiations with various railroads led to a reduction in 
rates and the diversion of cargo through the Austro-Hungarian 
ports! National steamer lines had previously been subsidized, but 
the effort to divert cargo to the southern ports and to continue the 
line of delivery in national vessels paralleled the German Levant, 
German Africa, and North German Lloyd Lines in the Pan-German 
drive to eastern markets, in which the Austro-Hungarian lines be
came the national competitive trade vehicle. 

EXEMPTION FROM FISCAL CHARGES 

DIPOR'r DUTIES 

In addition to the natural stimulation of cargo movement through 
the ports of Fiume and Trieste resulting from favorable railroad 
rates, several other public concessions were granted to the Austro
Hungarian shipping companies. By a law of March 30, 1873, all 
shipbuilding materIals for construction, repair, or alteration of 
vessels were exempted from import duties. Foreign-built vessels 
were also admitted free. 

By a law of June 19, 1890, Austrian shipping companies were ex
empted from the payment of income and trade taxes on all iron or 
steel vessels engaged in ocean voyages. Beginning with January 1, 

• Annoaire Statlstiqoe Hongroi .. 189. 
• Unless specifically stated otherwise, the rate of $0.203 bas heen osed for "'lnverting 

both the Aostrian krone and the Hongarian korona to United States enrreney throughoot 
this seetion. Aetnal par wa" $0.2026. 

• Report ot Con"ol A. M. Thayer. Trieste, Ian. 24. 1882. in Amerlean Congolar Reports 
No&. 1:>-18, lanua~April, 1882. voL 5. p. MO. 
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1894, ocean-going vessels were exempted from such taxes for a 5-year 
period thereafter and new vessels for a 5-year period from date of 
registry. In 1899 this exemption was prolonged for five more years. 
Hungarian vessels were exempted from income taxes for 10 years by 
a law of June 30, 1893. 

DUES AND LOANS 

Both reimbursement of Suez Canal dues and loans were granted 
to the subsidized Austrian Lloyd in connection with the eastern serv
ices; and on July 4, 1892, a contract was concluded for services be
tween points on the Danube River by which the Danube Steamship 
Co. received not only subsidies but loans of approximately 7,000,000 
kronen ($1,420,000) between 1891 and 1906, which were repayable 
without interest. 

AUSTRIA 

AUSTRIAN CONTRACT SERVICES 

AUSTRIAN LLOYD STEAMSHIP co. 
The Austrian State guaranteed the interest in connection with the 

organization of the Austrian Lloyd, which was founded as a marine 
department of the Triester Lloyd in 1836. The original capital was 
2,000,000 kronen ($406,000), which was increased to 6,000,000 kronen 
($1,218,000), and in 1845 the State assumed general supervision of 
the affairs of the company in connection with the increase of capital 
and guaranty of interest. 

BEGINNING OF OONTBACT SYSTElIl 

In 1851 the first formal mail contract was concluded between the 
Austrian Lloyd and the Austrian Government. In 1855 the company 
received its first subvention of 2,000,000 kronen ($406,000) and in 
1858 its first mileage subvention. 

After the conclusion of the first agreement with Hungary the 
Lloyd assumed the name, Austro-Hungarian Lloyd. From 1872 
until June 30, 1888, the company had an agreement with both 
Austria and Hungary with respect to services in the Adriatic and 
Mediterranean in addition to a separate agreement with Austria 
reg-arding- services in the overseas trade. 

In 1888 the Austrian Lloyd concluded a new agreement with both 
countries, whereby the company undertook, for a small increase in 
the subvention, extensive additional services. This agreement was 
superseded by the contract of July 25, 1891, which was made with 
the Austrian Government alone. After that time the Austrian Lloyd 
was a purely Austrian enterprise. The Austrian Lloyd and the 
Adria, a Hungarian company, made a division of the traffic, so that 
the Lloyd received the services in the Levant and in Indo-China and 
the Adria the lines to the west, while the line to Brazil was to be 
operated by the two companies jointly. 

CONTlI.ACT OF JULy 25, 1891 

Mileage rates.-The contract of July 25, 1891, provided for the 
operation of 19 maillines-6 in the Adriatic, 7 in the Mediterranean, 
2 in the Black Sea, 3 to India and China, and 1 to Brazil. Subven-
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tions, to be paid on a mileage basis, varied not only with the distance 
covered but with the speed of the boat and the character of the 
route. Subventions for routes in the Mediterranean ranged from 
1.80 to 3.55 florins 5 ($0.73 to $1.44) per mile, and on the route<> to 
India and China and Brazil from 1.70 to 2.80 florins ($0.69 to $1.14). 
The total annual subvention might not, however, exceed 2,910,000 
florins ($1,181,460) in anyone year. 

GOf:ernmem lo/l1l8.-This contract also called for the reimburse
ment by the Government of the Suez Canal due<> paid by this com
pany. In addition, the State was to advance the company 1,500,000 
florins ($609,000) for new construction. This advance was to be 
made in equal amounts on September 1, 1891, January 2, 1892, and 
January 2,1893; and to be repaid, without interest, by the company 
in five yearly installments of 300,000 florins ($l21,800), beginning 
January 2, 1902. 

The company carried the letter and p.arcel mails free, placed its 
~ls at the disposal of the Government, permitted the State to 
nominate three representatives on the board of directors (the presi
dent of the board to be appointed by the Emperor and the other two 
members by the Minister of Commerce), filed all tariffs with the 
Minister of Commerce, and agreed to use 20,000 tons of Austrian coal 
annually. 

Reimlntrsement of Suea Oa:nol dues.-The policy of making a re
imbursement to ships under the Austrian flag of the Suez Canal dues 
paid by them was instituted by the mail contract of the Austrian 
Lloyd Steamship Co. approved July 25,1891. The Austrian Govern
ment expended in reimbursement of these dues: In 1901, 1,980,700 
kronen ($402,080); in 1902, 1,980,700 kronen ($402,080); in 1903, 
1,948,700 kronen ($395,585); in 1904, 1,948,700 kronen ($395,585); 
in 1905,2,052,540 kronen ($416,665) ; in 1906,2,103,840 kronen ($427,-
080); in 1907,2,103,840 kronen ($427,080); in 1908, 2,426,100 kronen 
($492,500); in 1909, 2,277,300 kronen ($462,300); in 1910, 2,426,100 
kronen ($492,500). 

OON'l'BACT (g' KABCH 16, 1901 

On March 16, 1907, a new contract was concluded between the 
Austrian Government and the Austrian Lloyd which in most essen
tials was similar to the contract of July 25, 1891, in respect of Govern
ment supervision and bounty rates. The financial provisions included 
increase of capital to 28,800,000 kronen ($5,846,400), establishment 
of reserve and depreciation funds, and the participation of the State 
in a third of the net earnings in excess of 6 per cent. 

The Government agreed to advance the company 100 kronen 
($20.30) for each ton of new vessels placed in service during the first 
five years of. the contract, but not to exceed 1,200,000 kronen ($243,-
600) in anyone year. Such advances were to be repaid in five annual 
inst.allments during the last five years of the contract. Moreover, it 
was stipulated that at least 120,000 gross tons of new vessels were to 
be placed in service during the first l2 years of the contract. 

• The lIatin was A ustria'a monetary nnit from 1857 to 1892. The silyer lIotin had a 
par nlue of ahout ~0.4Q6.. 
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On October 15, 1909, the Austrian Lloyd concluded an agreement 
with the Government for a service .to Dalmatia and Albania. under 
somewhat similar conditions as the principal contract. 

Eojfect of su1Jventio'TUJ on the AW8trimn Lloyd.-The operations of 
the Austrian Lloyd resulted in profits when the subsidies which 
averaged upwards of 10,000,000 kronen ($2,000,000) annually, were 
included in the operating revenue.S Dividends of 9 per cent were 
declared in 1909 and were increased steadily to 7.5 per cent in 1913, 
the last complete year before the World War. Operations, however, 
were restricted to subsidized lines only, no tonnage being employed 
in the general market. 

AUSTRIAN STEAMSHIP CO. OF DALMATIA 

On December 15, 1910, a. contract was concluded with the Austrian 
Steamship Co., of Dalmatia, for both liner services and postal 
services in near-by trades; The liner service was subsidized at 
1,000,000 kronen ($203,000) annually and the postal services for 
140,000 kronen ($28,420) annually. The contract called for new 
construction of small vessels and included the usual provisions in 
respect of the Government's interest. 

DANUBE STEAMSHIP CO. 

In view of the importance of navigation on the Danube a subsi
dized service was inaugurated by the Danube Steamship Co. on July 
4, 1892. The contract was for 10 years for extensions of its regular 
passenger services; the subvention, 500,000 kronen ($101,500), which, 
under annual renewals, was reduced to 300,000 kronen ($60,900) 
between 1903 and 1905 and increased to 1,200,000 kronen ($243,600) 
by 1911. In 1912 the contract was renewed for 25 years for an 
annual subsidy of 1,300,000 kronen ($263,900). The usual Govern
ment privileges and restrictions were included in the contract. The 
company was required to place in service two fast steamers of a 
speed of 23 knots and a passenger capacity of 1,000 persons. 

In 1895 the Danube Steamship Co. concluded a 20-year contract 
with Bosnia-Herzegovina, whereby the company acquired all the 
vessels and equipment owned by the provincial government and in 
return agreed to operate a regular service on the River Save exclu
sively for agricultural products. 

In 1906 a contract was concluded with the Hungarian Government 
in accordance with which the Danube Steamship Co. agreed to 
operate a local service in Budapest. 

AUSTRIAN BOUNTY SYSTEM 

Under the designations "trade," "depreciation," and "mainte
nance" bounties Austria granted to vessels bounties according to cer
tain age, size, and employment groups. In other words, these were 
bounties based upon the character of the vessel rather than upon its 
work. 

TRADE AND DEPRECIATION BOUNTIES 

Trade bownties.-The law of December 27! 1893, gave to iron and 
steel steamers employed in the long coastmg or overseas trades, 

~ Oesterrelchlschea Statlstlsches Handbuch. 1914, p. 182. 
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which were two-thirds Austrian owned, of recognized classification, 
and less than 15 years old, bounties of 6 florins ($2.44) per net ton. 
These rates were increased by 10 per cent for vessels built in Austria 
following the passage of the law and increased 25 per cent if one
half of the materials used was of domestic origin. The rates were 
reduced 5 per cent for each year of age and ceased when vessels be-
came 15 years old. . 

Depreciation bownties.-Vessels 'too old to receive trade bounties 
under the law of December 27, 1893, were granted a depreciation 
bounty of 1 florin ($0.406) per net ton per year if under Austrian 
registry and 15 years old on July 1, 1893, and engaged in the long 
coasting or overseas trades. This form of bounty was provided for 
five years. 

:MAINTENANCE BOUNTIES 

The so-called" maintenance" bounties of the law of February 23, 
1907, were similar to the trade bounties, but this law modified the 
earlier enactment by requiring the vessels to be of not less than 400 
gross tons and capable of a trial s~eed, half loaded, of 10 knots. 
Foreign-built vessels had to be regIstered within two years after 
launching. Added inducement to renew tonnage was provided in a 
sliding scale of bounties, from a maximum of 10 kronen ($2.03) per 
gross ton per year for iron and steel steamships built in Austrian 
shipyards after July 1, 1907, to 7 kronen ($1.42) per gross ton to 
other iron or steel steamships if registered before the end of 1910, 
and 6 kronen ($1.22) after that date. These rates were decreased 
5 per cent annually from the fourth to the ninth year and 10 per cent 
annually beginning with the tenth year. 

Further reductions were made when vessels were laid up for more 
than six months on account of repairs or for more than three months 
for any other reason. To be entitled to maintenance bounties vessels 
were required to depart from ,n Austrian port on a commercial 
voyage at least once each year. This requirement was waived where 
vessels engaged in the indirect trades in the interests of Austrian 
trade. 

Vessels obtaining maintenance bounties were to be held at the dis
posal of the State and to carry apprentices and cadets. 

The duration of the maintenance-bounty provisions of the law was 
limited to December 31, 1916. 

NAVIGATION BOUNTIES 

Nonsubsidized vessels were entitled to general navigation bounties 
under both the law of December 27, 1893, and that of February 23, 
1907. Under the 1893 enactment navigation bounties were granted 
to steamers and sailing vessels in the short coasting trade between 
Austrian ports at the rate of 5 kreutzers (2cents) per net register 
ton per 100 miles sailed. ,. 

Under the law of February 23,1907, the bounty rateof 2 cents per 
net tOll for 100 miles sailed was retained, but in general the bounties 
were aimed at voyages beyond the short coasting trade. It was pro
vided that vessels must carry cargo from or to a national port in 
the amount of at least one-third the net tonnage of the vessel, and 
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should be in the interest of national trade and commerce. The Gov
ernment was granted power to modify or suppress entirely these 
bounties under given conditions. 

The duration of the navigation-bounty provisions of the 1907 law 
was limited to December 31, 1916. 

CONSTRUCTION BOUNTIES 

Shipbuilding bounties were inaugurated in Austria-Hungary by 
the law of February 23, 1907. Hull bounties of 40 kronen ($8.12) 
per gross ton were granted on iron and steel steamers; machinery, 
boilers, pipes, and auxiliaries were granted 8 kronen ($1.62) per 100 
kilos weIght (220.46 pounds). 

While the bounties were paid on a weight or measurement basis, 
they were dependent upon the use of 50 per cent of domestic ma
terials on a value basis; the bounty was increased by 1 per cent for 
each 1 per cent of domestic materials used above the 50 per cent 
and reduced 1 per cent for each 1 per cent less than 50 per cent. 
Waivers of the 50 per cent clauses were authorized under certain 
conditions-lack or high cost or delay in delivery of domestic 
materials. 

So far as it applied to construction bounties the law of February 
23, 1907, set a definite objective and placed no time limit on the 
accomplishment of this objective. Section 11 provided that con
struction bounties should be granted to 270,000 tons of shipping at 
a rate not to exceed 25,000 gross tons annually; and according to 
article 20 the provision became effective on February 1, 1907, to 
remain in force until the proposed program of 270,000 gross tons 
had been coml?leted. 

This provisIOn guarded against a glut of construction during a 
limited period, with its attendant increase in tonnage prices and re
newal programs out of line with normal depreciation. If the 
annual maximum (25,000 gross tons) had been built, it would have 
taken about 11 years to complete the provisions of the law, and the 
law would have expired by limitation in 1918. The provisions were 
not fulfilled, for which reason the law still stands. 

TOTAL BOUNTY AUTHORIZATIONS 

Under the law covering navigation and maintenance bounties 
the following amounts were authorized: 4,300,000 kronen ($872,900) 
for 1907; 4,400,000 kronen ($893,200) for 1908; 4,700,000 kronen 
($954,100) for 1909; 5,000,000 kronen ($1,015,000) for 1910; 5,600,-
000 kronen ($1,136,800) for 1911; and 5,600,000 kronen· ($1,136,800) 
annually for the remaining period of the law until December 31, 
1916; a total provision, therefore, of 52,000,000 kronen ($10,556,000). 

Provision for construction bounties was to be made annually in 
the budget. At a maximum allowance of 40 kronen ($8.12) per 
gross ton for hull bounties to cover 270,000 gross tons, an expen
diture of 11,800,000 kronen ($2,395,400) was contemplated for the 
construction program, exclusive of the machinery construction 
bounties. The limit set for maintenance bounties was 18,000 gross 
tons annually. 
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PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The following is quoted from a report by Acting Commercial 
Attache John A.. Embry, Vienna, Austria, May 28, 1929: 

There is no coasting trade in Austria. The following data refer exclusively 
to international waterway traffic ou the Dauube, which is the only navigable 
river fiowing through Austria. 

Traffic on the Danube is regulated by a number of international treaties as 
well as Austrian Federal and proYincial laws. No restrictions of any kind are 
placed on ships of other nations passing through Austria. Trade on the 
Danube, including shipments from one Austrian Danube port to other Austrian 
ports, is equally free to all nations operating ships on the Danube; all traffic 
regulations are applied in an identical manner without regard to the fiag of the 
ship. 

An important portion of imports to and exports from Austrian ports on the 
Danube is handled by the Danube Steamship Co. under the Austrian .fiag. In 
1927 total loadings in Austrian ports amounted to 309,356 tons, of which 
193,629 tons, or 63 per cent, were handled by the Danube Co.; total unloadings 
amounted to 942,983 tons, of which 401,761 tons, or 43 per cent, were handled 
by this company. Figures for 1928 are not yet available. 

HUNGARY 

HUNGARIAN CONTRACT SERVICES 

ROYAL HUNGARIAN OCEAN NAVIGATION CO. "ADRIA" 

The principal steamship company operating under a postal-sub
sidy contract with the Hungarian Government was the Royal Hun
garian Ocean Navigation Co. "Adria," popularly known as the Adria 
and now an Italian company. This company was established in 1882, 
and until 1891 it operated, in conjunction with the Austrian Lloyd, 
a number of services that were subsidized by both Austria and 
Hungary. Upon the termination of these agreements in 1891 the 
Adria company made a separate agreement with the Kingdom of 
Hungary, and since that time it has been a purely Hungarian enter
prise, just as the Austrian Lloyd has since been purely an Austrian 
enterprise. 

Under this contract the Adria Co. agreed to make a fixed number 
of round voyages yearly from Fiume to specified ports, as follows: 
Glasgow, Leith, or one other of the eastern ports in the United 
Kingdom, France, Spain, Portugal, the Netherlands, Brazil, Argen
tina, and Mediterranean ports. 

The Adria Co. agreed to operate other vessels in various 
trades without subsidies, the most interesting provision being that 
upon the request of the Minister of Commerce the company should 
undertake without subvention any voyage for which three-fourths 
of the ship's loading capacity was assured. 

The contract was for 20 years for an annual subsidy of 1,140,000 
korona ($231,420), and the company was exempted from the pay
ment of consular fees. For additional services required under an 
agreement of 1900 the company was granted exemption from all 
taxation and fees until December 31, 1921. A service to North 
America was inaugurated for 300,000 korona ($60,900) annually 
for six voyages. In 1911 and 1912 the contracts were modified and 
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increased until the company was operating services which were sub
sidized in the amount of 2,290,000 korona ($464,870) annually. 

The subsidies earned by the Adria Co. from 1886 to 1914 are 
shown in Table 97. 

TABL!l 91.-SUBSIDIES PAID TO ADRIA Co. BY HUNGARIAN Gon;H!O&ENT. 1886-1914 

1 1, AnnnaJ subsidy I ! AnnnaJ subsidy 

, 1----.---
1 Korona !~~!E~ I, ___ P_eriod_' _or_Y""" ___ 1 Korona !i:~~t Period ory""" 

1 reney I 1,_ rency I 

1-886--1-890-_-__ -__ -_-__ -__ -_-__ ._-_-..1 ' 554, 798 , $112, 62411906-1910 _________________ !-'-I,-I92,-000-!-'-$24-I,-97-5 
1891-1895 __________________ 1 ' 1,036,880 '210, 487 1 1912 _____________________ -' 2, 010, 000 408,030 
1896-1900 __ , _______________ 1' I, 140, 000 '231;420 1 1913 ______________________ 1 3,101,487 629,598 
1901-1905 __________________ ,'1, 140,000,' '231,420 11914 ______________________ 1 3,104,271 630,167 

I Converted at tbe rate of $0,200 to tbe korona. 
, AnnnaJ average for 5-year period_ 

Sour..,: Annuaire Statistique Hongrois, 1914, p. 202. 

HUNGARIAN-LEVANT STEAMSHIP CO_ 

The Hungarian-Levant Line began operations in 1897 with non
subsidized services between :Marseille and Odessa. On May 1, 1898, 
a contract was concluded with the Hungarian Government for a 
service between Galatz and Levant ports, and in 1911 was extended 
under an additional agreement to include a. line between Fiume and 
Australia. The subventions paid to this company from 1901 to 1914 
are shown in Table 98. 

TABL!l 98_-SUBSIDIES PAID TO HUNGARIAN-LEVANT Co, BY HUNGARIAN 
GOVER..''I)UNT, lool-19U 

AnnnaJ subsidy 

Period or year 
Korona 

1901-1905__________________ '~997 

1906-1910_________________ ':lOS, 127 
1912______________________ 1,006,138 

Equivalent 
in United 
States cur-

rency 1 

, $42, 426 
'61,941 
204, 043 

I Converted at tbe rate of $0.200 to the korona. 
• AnnnaJ average for 5-y""" period_ 

Source: Annnaire Stotistlque Hongrois, 1914, p. 202. 

Annual subsidy 

I 
Periodory""" i Equivalent 

Korona 1 ~t.~i::_ ' 
1 reney I 

1913 ______________________ 1-1,-664,-179- 1

1 

1914_ _____________________ 1, 2U, 692 $337,950 
252, 063 

ROYAL HUNGARIAN RIVER .. SEA NAVIGATION CO. 

In 1895 the Royal Hungarian River & Sea Navigation Co. con
cluded a 20-year contract with the Hungarian Goverrunent for Dan
ube River services. The annual payment of 800,000 korona ($162,-
400) was to be set aside as a. reserve, and, if the earnings of the com
pany were insufficient to provide for 5 per cent dividends on the 
capital stock, the annual subsidy was to be increased by 100,000 
korona. ($20,300). Deficits were to be paid out of the established 
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reserve until the fund was exhausted and then by means of advances 
by the State. The State was to be reimbursed from surplus earnings 
when earned. 

The Government was to receive one-third of net earnings between 
5 and 7 per cent and one-half of net earnings above 7 per cent. The 
Government retained the right to take over the company upon pay
ment of twenty times the net average earnings in the best five out 
of seven preceding years. 

In 1911 and 1912 the company was paid subsidies of 900,000 korona 
($182,7oo) annually. Information on subsidies for other years is 
not at hand. 

HUNGARIAN-cROATIAN STEAMSHIP co. 

The Hungarian-Croatian Steamship Co. was established in 1891 
with a capital of 6,000,000 korona ($1,218,000). It operated some 40 
small steamers in the Adriatic, based upon Fiume, and also between 
Fiume and Italy, these services being maintained under two contracts 
which were in force from January 1, 1902, to December 31, 1916. 
The operations of this company resulted in profits and dividends of 
6 to 16 per cent annually, although the annual subsidies did not ex
ceed $125,000. 

HUNGARIAN BOUNTY SYSTEM 

Direct aid in·the form of bounties was extended to shipping under 
the Hungarian flag for the first time by the law of June 30, 1893, 
which provided for two kinds of bounties, namely, purchase and 
mileage. These bounties were to be paid only on ships owned to 
the extent of at least two-thirds by Hungarian citizens. It was also 
provided that the total amount paid in anyone year should not 
exceed 200,000 korona ($40,600). The law also granted exemptions 
from taxation similar to those allQwed under Austrian laws. 

Purchase b01lnties.-Purchase bounties were paid on iron or steel 
vessels for a period of 15 years from their launching. Steamers 
were paid 9 korona ($1.83) per net ton in the long coasting trade 
and 12 korona ($2.44) in the overseas trades, reduced by 7 per cent 
annually after the first year. 

Mileage bounties.-lfileage bounties were bounties of 5 filler (1 
cent) per net ton for each 100 miles sailed by vessels engaged in 
the long coasting and overseas trades where no subsidized line was 
obliged to operate. 

The subsidy law of June 30, 1893, was enacted for a period of 10 
years, although under certain of its provisions the bounties might be 
paid for 15 years. The policy of granting bounties to "free" ship
ping continued. The amounts granted annually for bounties of this 
character were not large, as is indicated by the following statement, 
which shows the annual expenditures in the years 1901 to 1910: In 
1901, 12,070 korona ($2,450); in 1902, 11,480 korona ($2,330); in 
1903, 59,015 korona ($11,980); in 1904, 31,650 korona ($6,425); in 
1905, 34,925 korona ($7,090); in 1906, 70,715 korona ($14,355); in 
1907, 153,325 korona ($31,125); in 1908, 263,865 korona ($53,565); 
in 1909,316,180 korona ($64,185); in 1910, 367,170 korona ($74,535). 

Oonstruction bounties.-Construction bounties on ships built in 
Hungarian yards were paid from January 1, 1896, and at the follow-

85083--32---29 



426 SHIPPING AND SHIPBUILDING SUBSmmS 

ing rates: Iron or steel hulls, 30 to 60 korona ($6.09 to $12.18) per 
net ton; wooden hulls, 10 to 25 korona ($2.03 to $5.08) per net ton; 
engines and machinery, 10 to 15 korona ($2.03 to $3.05) per ton of 
material; boilers and pipes, 6 to 10 korona ($1.22 to $2.03) per ton 
:of material. 

POSTWAR STATE AID TO SHIPPING 

Since the World War the water-borne commerce of Austria and 
Hungary has been limited to river navigation. In Hungary, how
ever, there was some revival of interest in State-aided ocean ship
ping during 1928 and 1929, based partly upon old laws still in 
existence and partly upon a new measure adopted early in 1929. 
Prior to the World War the Adria and the Levant Cos. received 
State aid for both liner and tramp services. The other principal 
companies were the Atlantica and the Ungaro-Croata, both of which 
received State aid for tramp shipping. The Cunard Co., operating 
from Fiume to New York, held the sole concession for the transport 
of emigrants.7 

These Hungarian companies lost their tonnage, at least so far as 
its Hungarian nationality was concerned, and up to .1928 had re
ceived no indemnities for losses. The Adria is now im Italian 
company. The Atlantica Co. entered the banking business as a 
trust company. The Levant Co. formed a company under the Italian 
flag known as the Levanta Fiumana Societa de N a:vigazione, with 
its head office in Rome. All the shares of this company belong to the 
Hungarian-Levant Steamship Co., of Budapest, the old Hungarian 
company whose shares continued to be quoted on the Budapest Stock 
Exchange. The Hungarian company, owned by the Hungarian 
General Credit Bank, built a tramp ship of 7,500 tons in 1928, which 
was the only vessel sailing under the Hungarian flag. 

PROPOSED SUBSIDY FOR TRAMP SHIPS 

With only one Hungarian company 'and one Hungarian vessel 
as an active basis, the Hungarian Minister of Commerce submitted 
a bill to the Hungarian Parliament on.October 19,1928, proposing a 
subsidy to tramp ships. In the report on the bill the minister stated 
that as Hungary 'had lost both its merchant vessels and its seaport 
it had no interest in revivin~ the commerce of its former seaport, 
but did have an interest in taKing part in world traffic. He consid
ered that no Hungarian company could provide ships without Gov
ernment aid; that the Government had no funds available with which 

• to construct vessels or pay navigation· bounties, and that indirect 
aids, principally in the way of tax exemption, would be the only aid 
extended by the Government. 

PROVISIONS OF LAW OF 1929 

. Law No.1 of 1929 provided for the total or partial exemption of 
shipping companies from corporation taxes and income taxes for the 
first 15 years of the life of a vessel, if new, and proportionally re
.duced this period according to the age of the vessel in entering serv-

r aeport of VIce Cons,,) Jolan H. ~orl>llII. Jludnjlest. Oct. 31. 19~8. 
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ice under the benefits of the act. Half of the directors and the audi
tors must be Hungarians, as well as the president 01 the company. 
One midshipman, one mate, and one engineering apprentice must 'be 
carried. Aid is not granted to vessels more than 15 years old. . 

Following the passage of this act it was reported 8 that the only. 
Hungarian company, the Levant, had proposed Ii merger with the 
Cosulich Steamship Co., of Trieste, to furnish regular service from 
Fiume to the Near East, granting reduced rates on Hungarian car
goes against Ii State subsidy of 1,800,000 pengo ($315,000 at the 
par rate of $0.1749) over a period of 17 years. 

A conference of representatives of trade, commerce, and agri
culture declared against the new undertak,ing on the basis that the 
offered reductions in rates, 10 to 30 per cent, could be obtained in 
the charter market, and the Minister of Finance also is reported to 
have opposed the proposition. The same conference considered 
that 3' projected motor-barge transport scheme would be of greater 
utility in developing Hungarian trade in the Near East. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF TRE COASTING TRADE 

The following is quoted from a report submitted by Commercial 
Attache William A. Hodgman, Budapest, Hungary, June 22, 1929:-

In the matter of internal Shipping traffic, within the boundaries of Hungary 
the question is most complex from the legal aspect and very simple from the 
practical pOint of view. The treaty of Trianon reserves the cabotage of all 
AllIed and Associated Powers for their private exploitation, while ex-enemy 
powers must allow cabotage within their respective territories to the first
mentioned States. By the Danube act cabotage is reserved as a special priv· 
ilege to all riparian States, ex-enemy included, but only where such serv
ices are regular and continuous. Tbe specific provisions of the Danube statute 
on this subject are the following: . 

"A.JItr. 22. On the international waterway of the Danube the transport of 
goods and passengers between the ports of separate riparian Sta~s as well 
as between the ports of the same state is unrestricted and open to all flags 
on a footing of perfect equality . 

.. Nevertheless, a regular service for passengers or for national or na
tionalized goods between the POtts of oue and the same state may only be 
carried out by a vessel under a foreign flag in accordance with the national 
laws and in agreement with the authorities of the riparian states concerned. 

u ART. 22 (final protocol). (a) By the traffic referred to in the second para
graph of article 22 shall be understood any public service for the transport of 
passengers and goods organized under a foreign flag between the ports of one 
and the same State, when that service is carried on sufficiently regnlarly. 
uninterruptedly. and in volume sufficient to influence unfavorably. to the same 
extent as regnlar lines properly' so called. the national interests of the State 
within which it is carried on." 

In actual practice Hungary allows participation in its cabotage to shipping 
interests of other states on a basis of reciprocity. Thus ships and barges 
flying the flags of Austria can carry on traffic in Hungarian territory as they 
wish. Tbe Austrian Erste Donau Dampschi1l'ahrts Gesellschaft (D. D. S. G.) 
carries out a regular passenger and freight service through Hungary. 

Yugoslavian and Rumanian ships are excluded from Hungarian cabotage, as 
Yugoslavia adheres to the treaty of Trianon, ignoring the Danube act, and 
will allow no cabotage by ships of other states either by regular or by casual 

• R"Port of Vice Coosul loho H. Morgan. Budapest. Mar. 12. 1929. 
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service, while Rumania expresses itself willing to abide by the Danube statute 
and allows casual cabotage where permission is obtained in advance. 

Laws and government decrees relating to river navigation in Hungary are: 
1. Act XIX of 1924, concerning the regulation of customs, and Order No. 

92000, 1926, of the Royal Hungarian Ministry of Finance, putting the act into 
execution; 

2. Government Order No. 1340 (Prime Minister) of February 15, 1924, con
cerning the control of shipping traffic; 

3. Directions for the carriage of livestock and animal raw products, issued by 
the Ministries of Commerce and Agriculture in conjunction. 



BELGIUM 
ECONOMIC DEVELOPMENT AND SmpPING 

Belgium, with an area of less than 12,000 square miles, a seaboard 
of only 62 miles, and a merchant marine of less than 550,000 gross 
tons, has one of the three principal ports of continental Europe--Ant
werp-and ranks among the first nations in world trade. This 
paradox of extensive and well-balanced sea-borne trade and relatively 
small merchant marine is in direct contrast to the situation in some 
other notable maritime nations, as, for example, Norway. 

The country has large coal resources and is the center of a great 
metallurgical industry. Extension of the boundaries of Belgium 
to the east and northeast, through the addition of Eupen and 
Malmedy, and the withdrawal of Luxemburg from the German Cus
toms Union have tended to strengthen the Belgian metallurgical in
dustry. Shipyards at Hoboken £Or some years built ocean steamers, 
and since the war have turned out vessels of a high type for the 
line between Antwerp and the Belgian Congo. 

Heavy industrial production and imports and exports of coal and 
raw materials continue to form a well-balanced volume of sea-borne 
cargo. Exports and imports in 1929 were 70,723,195 metric tons, of 
which 25,122,212 tons were discharged and 19,834,006 tons were 
embarked in Belgian ports. In 1930, 23,731,634 tons were discharged 
and 17,693,969 tons were embarked in Belgian ports. About 75 per 
cent of this traffic is through the port of Antwerp. 

Administration of marine affairs in Belgium is the responsibility 
of the Ministry of Railways, Marine, Posts, Telegraphs and Tele
phones, and Aeronautics. It is the particular function of this minis
try to promote national ports and shipping, to administer the navi
gation laws, nationalization and transfer of vessels in and out of 
Belgian registry, and to inspect and administer the public affairs of 
the fisheries and canals. 

THE BELGIAN COMMERCIAL FLEET 

The relatively small share of Belgium's sea-borne commerce which 
is carried in vessels of Belgian nationality is an interesting fact in 
international shipping. Numerous explanations have been ad
vanced-the proximity of Belgium to England, France, and Ger
many, the shipping services offered at Antwerp by vessels of these 
and other nationalities,. the industrial development of Belgium 
through foreign capital, etc. According to a German authority 1 

other causes are the disinclination of the Belgian people to seafaring 
life and the pre-war subsidizing of German lines by Belgium in order 

1 Gren: Seeschitfahrts-Sobl'entionen der Gegernwart, 1903, p_ 21. 
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to draw transit trade to Antwerp. The last-suggested reason con
tributed largely to the development of the port of Antwerp and to 
the revenues of the Belgian railways, and provided Belgian importers 
and exporters with regular communications with remote trade regions 
of the world. 

From an economic standpoint, the relative lack of Belgian ships in 
t~e sea trades un~oubtedly ~ests upon the 1l1;ck ~f commercial nece.s
Slty for such natlOnal serVIces. Antwerp· IS sItuated on the mam 
sea routes of shipping lines beginning in the Baltic, North Sea, and 
British ports; it has great varIety and quantity of cargo moving to 
the rest of the world. Lines startmg their itineraries in these regions 
may therefore concentrate upon Antwerp for cargo with which to 
complete their loadings. Antwerp port authorities grant special 
concessions to new companies in the matter of port dues, which, in 
turn, encourages further concentration of tonnage at the port, and 
Belgian exporters and importers benefit to the full extent of the 
competition through the exceptionally low rates resulting therefrom. 

It is with the resultant low ocean rates that private Belgian com
panies are obliged to compete. Establishment of national shipping 
services under these conditions carries great financial risk. N ever
theless, since the World War Belgian services have made considerable 
progress, there being 30 from Antwerp in 1929. National shipping 
serVIces for colonial development are required only to the Belgian 
Congo in central Africa. 

COMPETITIVE SHIPPING SERVICES 

In support of the conclusion that the concentration of services at 
Antwerp is the principal reason for the slow development of Belgian 
national shipping a number of service conditions may be cited. 

In 1930, as in previous years, vessel tonnage of British nationality 
held first place in entries at Antwerp with 32 per cent of the total; 
German vessels second, with 23 per cent; Dutch vessels third, with 8 
per cent; French vessels fourth, with 7.6 per cent; and Belgian 
vessels fifth, with 6 per cent. 

During 1929, 180 established shipping lines and 60 irregular lines 
used Antwerp as a port of call. British services predominated but 
German services are gaining, the latter being especially prominent 
in the Antwerp-River Plate and Central American trades.s Many 
services were run from Antwerp by French vessels, and also a large 
number of Dutch services. 

In 1928 there were nine conference lines to South Africa and also 
a monthly service by a line outside the conference. Eight services 
to West Africa alone created intense competition. Several direct 
lines go from Antwerp to Syria. German lines reentered the Moroc
can trade following negotiation of the Franco-German commercial 
treaty. There were 40 sailings per month from Antwerp to Brazil 
Ilnd the River Plate. 

LLOYD ROYAL BELGE 

By far the most active support accorded Be~ian shipping bv the 
Belgian Gov,ernment is the association of the uovernment with the 

• British .. D~pnrtment ot Overseas Trade report on Economic and Trade Condition. in 
Belginm In 1929. Po 97. 
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Lloyd Royal Beige, which on July 1, 1931, owned a fleet of 44 vessels 
of 8 total of 224,378 gross tons in ships of 100 gross tons and above. 

The history of the company up to 1927 was covered by Assistant 
Trade Commissioner Leigh W. Hunt, Brussels, in a report made 
:May 23, 1927, in which he stated: 

The Lloyd was founded on ;rune 26, 1916, with a capital of 50,000,000 francs. 
In addition to the capital, the Belgian Government was authorized by decree 
of July 19, 1916, to guarantee the interest payments and amortization on a 
bond issue of 100,000,000 francs, of which 25,000,000 francs was subscribed by 
the founders of the company in 1916 and 75,000,000 francs in 1921. The 
company was also authorized to issue mortgage bonds or other types of bonds. 

At the time of foundation the company obtained 35 ships of 193,186 tons. 
Lines were operated out of Antwerp to North America, to South America, to 
British India, to Spain and Porhlo"1ll, to the Near East and the Far East, and 
for the lumber trade to the Baltic. 

PlNANOIAL HISTOBY OJ!' COMPANY 

In 1919 the company was enjoying a fair degree of prosperity, and the fieet 
consisted of 85 ships totaling 550,000 tons. Profits were realized during the 
first four years of operation as follows: 1917-gross prOfits, 12,165,185 francs; 
net profit, 4,582,357 francs; 1918-gross profits, 8,762,593 francs; net profit, 
4.117,607 francs; 1919---gross profits, 22,332,963 francs; net profit, 9,589,240 
francs; 192O----gross profits, 51,889,105 francs; net profit, 5,324,628 francs. 

Dnring this period the company was able to pay 6 per cent dividend' on 
the 50,000,000 francs capital, in addition to meeting all obligations and cre
ating a reserve fund and amortization fund. 

In 1921, 1922, and 1923 the company su1I'ered gross losses of 21,868,000 francs, 
12,490,322 francs, and 61,399,792 francs, ~tively. During this crisis the 
fleet was cut down and in 1923 consisted of 50 ships of 324,000 gross tons. 

In view of the losses, the Government intervened and the company wns 
reorganized. The 50,000,000 francs capital in 50,000 shares was replaced by 
50,000 shares without face value. TIle Government took over the bonds out
standing (23,914,000 francs of the 1916 issue and 74,274,000 francs of the 
1921 issue). The new capital of the Lloyd was fixed at 153,000,000 francs, liS 
follows: (1) 80.000 shares preferred stock, 500 francs each, series A, 40,000,000 
francs; (2) 70.000 shares preferred stock, 500 francs each, series B, 35,000,000 
francs; (3) 116,000 shares common stock, 500 francs each, series A, 58,000,000 
francs; (4) 40,000 shares common stock, 500 francs each, series B, 20,000,000 
francs; in all, 153,000,000 francs. 

Series A of both the preferred and common stock was allotted to the Gov
ernment In return for the servicing of the bonds of the Lloyd. The series B 
of both preferred and common stock was subscribed by a financial group. 

In 1924 and 1925 the company continued to lose money (1,421,507 and 154,-
180,691 francs, respectively), the 1925 loss being amortized by absorption of 
the capital and the legal reserve. The year 1926 ended with a profit of 2,982,-
271 francs. Howe'\"er, the Lloyd's fleet had been reduced to 18 ships of 136.-
703 tons, on which 86,000,000 francs of mortage b.onds was still outstanding. 

Tbe Lloyd in 1927 operated three lines-Antwerp-New York, Antwerp-Argen
tina and Umguay, and Antwerp-BraziL As the company paid salaries amount
ing to 25.000,000 francs to Belgian labor and bought 11,000,000 francs worth 
of supplies in the country in 1925, it has a certain importance in Belgian eco
nomic life. Revenue from freight in 1925 amounted to 200,000,000 francs. 

B!l0IlGA.l'lZA'l70N OJ!' 1921 

A. reorganization was effected in 1927 under the following plan: 
The new capitalization of 90,000,000 francs consisted of 180,000 pre
ferred shares of 500 francs each, carrying the right to a first divi
dend of 6 per cent; and 180,000 dividend shares without face value, 
to be turned over to the shareholders of the Lloyd, the old stock 
being canceled. The 180,000 preferred shares were to be used to 
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replace the bonds covering the outstanding mortgage on the Lloyd 
Royal BeIge ships and to reimburse the Government for sums due 
for war-profits tax (6,000,000 francs) and for ships purchased from 
the Government (5,000,000 francs). The Government in final anal
ysis would be owner of 22,000 preferred shares and 106,782 dividend 
shares. 

According to the annual report of the company covering operations 
for 1928, the fleet then owned and in service amounted to 128,275 
gross tons and was valued at 120,831,150 francs ($3,359,100 at the 
stabilized rate of $0.0278 to the franc), or 940 francs ($26) per ton. 
Three 14-knot vessels of 9,000 gross tons and two 12-knot vessels of 
5,200 gross tons were in process of construction. 

The cargo traffic carried by the line during the year amounted to 
964,202 tons, of which 411,136 tons were outwards from Antwerp, 
523,673 tons inwards to Antwerp, and 29,393 tons were carried be
tween other ports. This traffic, over the three lines to New York, 
Brazil, and the River Plate, resulted in gross freight earnings of 
185,000,000 francs ($5,143,000) and a gross profit of 25,206,915 francs 
($700,750), to which is added 2,396,545 francs ($66,625) earned on 
funds. From this amount 20,316,010 francs was charged to amortiza
tion, and the remaining 7,287,450 francs was distributed, 364,375 
francs to a 5 per cent legal reserve fund, 5,400,000 francs to a 6 per 
cent dividend on the preferred stock, and 1,523,075 francs as a tax 
on the dividends. 

Managemcnt of the company 

Because of the large Government investment in the Lloyd Royal 
BeIge, a special administrative body has been set up on which all 
interests are represented. The company is governed by a council 
of administration of 16 members, a board of commissioners of 3 
members, 2 Government commissioners, and a general management. 

The council of administration functions under a president, who 
is Minister of State and vice governor of the Societe Generale de 
Belgique, the institution holding the largest financial interest in the 
company; and a vice president, who is a director in the same financial 
institution. Three administration members are directors of the So
ciete Generale de Belgique, and the others include representatives 
of the Bank of Antwerp, the citl of Antwerp, the National Bank of 
Belgium, and director general 0 the treasury. 

The board of commissioners consists of a representative of the 
Bank of Antwerp, a notary, and a professor of the University of 
Louvain. 

The two Government commissioners were in 1928 the director gen
eral of the Ministry of the Marine and a professor of the University 
of Ghent. 

MERGES OF 1930 

On March 5, 1930, Assistant Commercial Attache Leigh W. Hunt 
at Brussels reported that on February 7 a decree was issued author
izing the fusion of the Lloyd Royal BeIge with the Compagnie 
BeIge Maritime du Congo, a company operating to Africa and owner 
of 22 steamers with a total tonnage of 69,436. 
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The Belgian Government exchanged its 22,000 preferred shares and 
its 106,782 dividend shares in the Lloyd Royal Bel~ for 25,223 shares 
of the Compagnie BeIge Maritime du Congo. The shares of the 
Lloyd Royal BeIge are not quoted on the Belgian Bourse. The 
quotation of the shares of the Compagnie BeIge Maritime du Congo 
at the time the transfer was 1,325 francs ($36.94), making the 
current value of the shares transferred to the Government $931,738. 

COMPAGNIE MARITIME BELGE 

The new organization resulting from the amalgamation of the 
Lloyd Royal BeIge and the BeIge Maritime du Congo is to be known 
as the Compagnie Maritime BeIge. According to the British ship
ping paper, Fairplay, for May 21, 1931, the balance sheet of the new 
company for the financial year ended December 31, 1930, shows that 
gross receipts increased by 55 per cent compared with the previous 
year. On the other hand, the management and general expenses 
also increased, so that the gross profit for 1930 amounted to 41,712,340 
francs, against 50,286,711 francs in 1929. After providing 23,071,550 
francs for writing off and 650,000 francs for bond interest, there 
remained a credit balance of 18,268,632 francs, which permitted the 
payment of a dividend of 50 francs net, or 10 per cent, on the 323,692 
ordinary shares of 500 francs, and a dividend of 6 per cent on the 
31,450 nominative shares of 100 francs. 

The Heet, which on December 31 consisted of 6 packet boats and 
32 cargo boats having a total carrying capacity of 291,100 tons, 
besides 2 tugs and 20 lighters, is shown in the balance sheet at 
374,292,027 francs. T~e present capital is 165,000,000 francs, and the 
reserves appear in the balance sheet at 183,701,915 francs, composed 
of 12,370,501 francs as "reserve funds" and 171,331,414 francs 
representing the increased value of the Heet resulting from the 
revaluation of part of it. 

GOVERNMENT·OPERATED CHANNEL SERVICE 

The State maintains a cross-channel service carrying mails, pas
sengers, merchandise, and automobiles. In 1926 receipts exceeded 
operating expenses by 4,716,000 francs ($153,700 at exchange of 
$0,0326), while in 1927 the excess of receipts over expenses was 
14,566,000 francs ($404,900 at the stabilized rate of $0.0278).3 

The ordinary and extraordinary budgets for 1928, 1929, and 1930 
have provided an appropriation of 70,000,000 francs ($1,946,000 at 
stabilized exchange) for the acquisition of two turbine cross-channel 
steamers for the Dover-Ostend services as authorized in 1928. These 
were ordered at the Hoboken yards of the Societe John Cockerill at 
about 35,000,000 francs ($973,000) per ship. They were designed for 
a de luxe service between England and Belgium by 1930, when an 
international exhibition commemorating the centenary of Belgium's 
independence was held. . ~ 

In 1929 two additional vessels were ordered for this service, for 
which the 1929 and 1930 budgets granted credits of 83,000,000 francs 
($2,307,400). 

• Mlnl.tere des Chemins de fer, Marine, Postes, TelegrapheR, Telephones et Aero. 
nautique: Compte rendu des operationli. pendant l'annee 1927, p. C10. 
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POSTAL CONTRACT SERVICES 

Although the shippinlJ' situation as outlined above indicates that 
Belgian overseas trade does not suffer from lack of transportation, 
the Belgian Government from time to time has given official atten
tion to the development of a national merchant marine and to exten
sion of shipping generally; the Antwerp situation is partially due 
to this policy. Political considerations in respect of colonial con
nections by sea make it expedient in Belgium, as in other countries, 
that such connections be established by means of national vessels. 

Encouragement to commercial shIpping in .Belgium has been 
extended in two directions-first, toward the interior, stimulation of 
concentration of traffic in the port of Antwerp by means of the 
national railroads, inland waterways, and through the exterior 
attraction of vessel tonnage, regardless of nationality-in short, a 
concentration of ships and cargo in national territory; secondly, 
toward the direct stimulation of a national fleet. The Government, 
however, has not extensively subsidized ocean services. Whenever 
such policy has been in force the object has been to establish regu
larity of ocean services, and this has resulted in subsidies being 
granted to foreign as well as to Belgian companies. 

CONTRACT OF 1877 

Societe ArwnY7M de Navigation Belge-Americaine.-On July 14, 
1877, the Belgian Government concluded an agreement with the 
Societe Anonyme de Navigation Belge-Americaine of Antwerp and 
the International Navigation Co. of Philadelphia establishing a 
regular service of mail steamers, with a weekly saili.i1g from Ant
werp to New York and vice versa,-1LDd a sailing every six weeks from 
Antwerp for Philadelphia and vice versa. The Belgian Government 
guaranteed the sum of 500,000 francs ($96,500 at the then par rate of 
$0.193 to the franc) per year as a maximum return for carrialJ'e of 
the mails, and reimbursed the contractor for all pilotage fees, iight -
dues, etc. 

The contract was for 15 years, both parties reserving the right to 
cancel at the expiration of the tenth year. 

CONTRACT OF 1886 

North G61"flU1,n Llovd.-In 1886 the Belgian Government entered 
into an agreement WIth the North German Lloyd of Bremen pro
viding for calls at Antwerp by the company's steamers on their out
ward and inward voyages to and from the Far East. In considera
tion of this the Belgian Government granted the German company 
an annual subsidy of 80,000 francs ($151440 at exchange of $0.193) 
and reimbursed it for all pilotage fees, bght dues, etc., paid to both 
Belgian and Netherland authorities. 

CONTRACTS OF 1887 

Red Star Line.-Beginning in 1887 the Red Star Line was paid a 
yearly subsidy of 380,000 francs ~$73,340) for a weekly mail service 
between Antwerp and New York. 

• United States Consular Reports, 1890, vol. 82, p. 101. 
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Compagnie Sttd-Americaine.-The Compagnie Sud-Americaine 
operated a line between Antwerp and the River Plate and Brazil 
with three round voyages per month, for which the Belgian Govern
ment guaranteed the sum of 500,000 francs ($96,500) per year as a 
minimum return for carriage of the mails. 

The contract in the Antwerp-North and South American services 
was for 15 years, both parties reserving the right to cancel at the 
end of the ninth year. The Government requirements were national 
registry, sufficient tonnage to guarantee uninterrupted service, mini
mum tonnage of 2,700 gross tons, accommodation for various classes 
of passengers, scheduled sailings, and prescribed speed. 

CONTRACT OP 1881 

German-AU8tro1ian Steamship Co.-The agreement with the Ger
man-Australian Steamship Co. was entered into in 1889 and pro
vided that the vessels of this company on outbound voyages from 
Hamburg to Australia should call at Antwerp once every four weeks 
and on their homeward voyages should call at Antwerp not less than 
6 nor more than 13 times a year. The company agreed also to carry 
at least 11500 tons of cargo from Antwerp on the outward voyages. 
Under this agreement the company received 1,500 francs ($289.50 at 
exchange of $0.193) for each outbound and each return voyage be
tween Antwerp and Australia. Apparently this company was not 
granted an exemption from pilotage fees, light dues, etc. 

PRESENT ARRANGEMENTS FOR OCEAN lIIAILS 

Special annual contracts with German lines by which, in return 
for the refund of pilotage dues amounting to about $45,000, steamers 
of those lines bound for Australia, Asia, and the west coast of South 
America touched at Antwerp and carried Belgian mails, terminated 
in 1914, and have not been renewed. Belgian ocean mails are now 
carried at International Postal Union rates by the ships offering 
the promptest dispatch, the exception being the Belgian Congo Line, 
which carries all the colonial mail. Mail for the west coast of South 
America is sent via London or La Rochelle and La Pallice by British 
or French steamers. Themail for the American continents gener
ally is sent by the Government railroad and the Government channel 
ferries from Ostend to Dover and turned over to the British post 
office, which dispatches it from Southampton or Liverpool; but 
since March, 1920, an agreement with the Red Star Line permits 
direct carriage to the United States from Antwerp. 

BELGIAN MARITIME CREDIT 

GOVERNMENT LOANS TO SHIPPING COMPANIES 

The policy of granting loans to shipping companies operating 
under the Belgian flag was instituted by the law of August 18, 1907, 
which gave the Government authority to subscribe, under certain 
conditions, a sum not exceeding 5,000,000 francs ($965,000 at $0.193 
to the franc) toward the capital stock of three Belgian shipping 
companies, the Ocean, the Royal Belgian-Argentine, and the Belgian 
National, the loans to be secured by 3 per cent bonds redeemable at 
par after 20 years. 
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The Ocean Co., which was founded in 1903, operated five of its 
own steamers, in addition to chartered vessels, on regular routes to 
Mediterranean ports. A loan of 2,000,000 francs ($386,000) was 
granted on condition that the company should have a paid-up capi
talization of 4,000,000 francs ($772,000) and that the money advanced 
should be used exclusively for increasing the company's fleet. The 
company also agreed to build, mainly in Belgian yards, 10 vessels 
ranging in size from 1,100 to 1,300 net tons. 

The Royal Bel~ian-Argentine Co., which was founded in 1906, 
operated four of Its own steamers, in addition to chartered vessels, 
in regular service between Antwerp and Argentina. Its loan of 
2,000,000 francs ($386,000) was made on condition that the company 
should have a paid-up capitalization of 5,000,000 francs ($965,UOO) 
and should build, mainly in Belgian yards, six vessels ranging in 
size from 1,825 to 3,056 net tons. 

The Belgian National Co. of Maritime Transportation, which was 
founded in 1889, operated nine steamers in regular service between 
Antwerp and the eastern Mediterranean. Its loan was 1,000,000 
franc~ ($193,000). This company was required to have a paid-up 
capitalization of 4,000,000 francs ($772,000) and to build nine ves
sels of 1,500 to 3,000 net tons capacity, preferably in Belgian 
shipyards. 

PROPOSED lIIARITIME-CREDIT ORGANIZATION 

1n conformity with the general development of State-aided mari
time-credit agencies, a bill 5 was introduced in the Chamber of 
Representatives of Belgium on June 25, 1930, providing for a State
aided maritime credit institute. This bill was approved by the Cab
inet. It contemplates organization of a company to be known as 
the Societe N ationale de Credit Maritime, whose purpose is to supply 
capital for the renewal or enlargement of the Belgian commercial 
fleet. 

The proposed measure provides (art. 1) for a capital of 100,000,000 
francs ($2,780,000 at the current stabilized rate), of which the State 
shall contribute (art. 2) not to exceed 65,000,000 francs ($1,807,000), 
thus placing control with the Government. The company is to be 
authorized to issue bonds up to five times the capital. 

Advances may be made in the following maximum amounts, based 
upon the valuation of the vessels concerned (art. 19) : 60 per cent 
on vessels between 5 and 10 years old; 70 per cent on vessels less than 
5 years old; 75 per cent for vesse'ls under construction; 80 per cent 
for vessels under construction in Belgian shipyards. The term of 
repayments of advances depends upon the age of the vessels, but in 
no case is it to exceed 20 years. 

Interest on bonds issued and the repayment of capital will be 
guaranteed by the Government. The interest rate on advances to 
shipowners will be determined by the actual rate to be paid on the 
bonds. The Belgian Government will absorb three-fourths of the 
interest due the company by the shipowners, with a maximum annual 
amount of 25,000,000 francs ($695,000), the remainder of the interest 
being payable to the company by the borrowers. 

• Project of Law No. 332, Chambl'e des Representants, BeSS. 1929-30, June 25, 1930. 



BELGIDM 437 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Coasting trade is practically nonexisten~ in Belgium. Inland 
water transportation is practicable between all Belgian ports and is 
much cheaper than coast traffic. There is therefore no interest 
shown by the Government in coasting trade, Commercial Attache 
R. C. Miller, Brussels, reports, and no regulations exist restricting 
this traffic to Belgian vessels. 

Neither are there any regulations limiting the trade between Bel
gium and the Congo to ships of Belgian registry. The only pro
vision resembling a restriction is a private contract with the Com- . 
pagnie Maritime du Congo BeIge, which provides that merchandise 
purchased in the Belgian Congo by the Belgian Government or pur
chased from Belgium by the Congo Government will be transported 
in ships of the Compagnie Maritime. 

EXEMPTION FROM FISCAL CHARGES 

IMl'OILT DUTIES , 
Since the pasSage of the law of April 12, 1864, all materials im

ported for th~ construction, alteration, repair, or equipment of 
vessels, as well as foreign-built vessels transferred to Belgian registry, 
have been admitted free of duty. 

POILT DUES 

Prior to the W orId War various concessions were made to foreign 
companies in the establishment of liner services from Belgium. 

Under service contract agreements between the Belgian Govern
ment and the North German Lloyd, the Kosmos Line, and the United 
Steamship Co., of Copenhagen, the vessels of these companies were 
exempted from ;pilotage fees, entrance and clearance fees, and light 
dues at all BelgIan ports on voyages made in conformity with these 
agreements. The state agreed, moreover, to reimburse these com
panies for similar dues paid to the Netherland Government, which 
controls the mouth of the River ScheIdt, the approach to Antwerp. 

The exemption from pilotage fees, light dues, etc., was of greater 
assistance than the subSIdy itself, as is indicated by the fact that in 
1912 the reimbursement to the North German Lloyd on account of 
pilotage charges, etc., amounted to 145,350 francs ($28,050), while 
the subsidy amounted only to 80,000 francs ($15,440). 

This exemption was made to the Kosmos Line, also under the 
German flag, as early as 1874, and to the United Steamship Co., of 
Copenhagen, a Danish ·corporation, at a later date. The original 
agreement with the Kosmos Line provided that the vessels of this 
company should call at least once a month at Antwerp on the out
ward voyage to the west coast of South America. Later this service 
was increased to two calls a month. 

Reimbursements by the Belgian Government from 1901 to 1912 
amounted to 1,917,100 francs ($370,000) to the North German Lloyd 
and 437,825 francs ($84,500) to the Kosmos Line. 
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PREFERENTIAL RAILWAY RATES 

REDUCED RAILWAY RATES ON EXPORTS 

The railways of Belgium are owned by the Government, and re
"duced railway rates on export traffic have been a continuous policy. 
The British Minister at Brussels, in a report on shipping subsidies 
in 1897, pointed out: 

Very great reductions are made in favor of all kinds of merchandise destined 
for Belgian Ports; and these no doubt have very much contributed to the 
enormous increase which has taken place in the shipping trade of Antwerp. 
These rates are mostly calculated on a differential scale, the cost of transport 

" decreasing per kilometer in proportion with the distance traversed. • • • 
A series of special fixed tariffs has also been arranged with certain regular 
lines of steamers and also with other European countries, for the direct transit 
:of goods in order to encourage as much as possible their exports as well as 
their imports through Belgian ports. 

Under an agreement approved September 10, 1895, between the Belgian State 
Railways and the Red Star Line, which was the most important line under the 
Belgian flag, special arrangements were made for facilitating traffic destined 
for the ships of this company. It is believed, however, that the Red Star Line 
secured little, if any, preferential advantage under these arrangements. 

At present there are a number of special schedules quoting favor
:able rates on goods for export, covering, among, others, metallurgical 
products (raw and finished), cement, and glass. These, however, do 
not indicate preference to Belgian vessels but are designed to stimu
late and aid the industries concerned and to move the products 
through Belgian seaports. 

COMPll:N8ATION FOB HIGH FBEIGHT CHABOE& 

In 1929 the Belgian Government created a special committee, with 
offices in Antwerp and Ghent, to take charge of the distribution of 
premiums which the Government had decided to grant as compensa
tion for the higher freight charges paid by merchandise transported 
from Antwerp to the mouth of the Rhine due to lack of a direct canal 
between Antwerp and :M:oordyk-estimated at 2.50 francs ($0.07 
lit stabilized exchange) per ton. The Government granted a credit 
of 5,000,000 francs ($139,000) to be spent in premiums in compensa
t.ion of this added charge. According to a report from Assistant 
Commercial Attache Leigh W. Hunt, Brussels, JUly 31, 1929, the 
premiums were fixed for the time being at 2.50 francs per ton for 
grains and 1.50 francs for other merchandise leaving Belgiim ports 
for· the Rhineland. 



BRAZIL 
ECONOMIC DEVELOPMENT AND SHIPPING 

NATURAL CONDITIONS AFFECTING SHIPPING 

Brazil is the largest of the South American Republics, occupying 
45 per cent of the South American Continent. It has an area equal 
to the combined areas of continental United States (without 
Alaska), the United Kingdom, Netherlands, Belgium, Switzerland; 
and Portugal. The coast line is more than 4,000 miles in l~gth,; 
and two-thirds of the population of nearly 34,000,000 dwells on the 
cool eastern plateau that extends from Pernambuco to Rio Grande. 
do SuI. 

There are 40,000 miles of navigable rivers in the country, the Amll-~ 
zon alone being navigated by steamers for 2,300 miles. The Amazon 
and its tributaries, the Tocantins, the San Franc.isco, and lesser rivers 
not only connect the Atlantic seaboard with most points in the 
interior of Brazil but also provide river communication between 
the Atlantic and all other Republics of South America except Chile 
and Venezuela. Accordingly, in the development of Brazil, w:ater 
communication has held the position it held a hundred years':ago 
in the development of most countries. The relationship which-many 
governments established with their railroads, through subsidies or 
through government ownership, has been a natural relationship for 
the Brazilian Government to hold toward its river and coastal 
services. 

Brazil has approximately 20,000 miles of railroad, about half of 
which is owned by the Government. A century ago, before the 
British Government began its ocean-mail subsidies, and while France 
and Norway were operating Government-owned steamer services, the 
Brazilian Government had officially started a coastwise steamer 
line with Navy vessels in order to move passengers and mails be..; 
tween Brazilian ports, and later, in 1836, subsidized a coastwise 
steamer line to connect Bahia, Pernambuco, Ceara, Maranhao, and 
Para. . 

WATEB-BORNB COIDlEllCB 

Although the foreign trade of the country is no accurate indication 
of the part played by ocean services, the general development of the 
foreign trade during the past 30 years and the part taken therein by 
water transportation is indicated by total export and import figures. 
Coastal and river navigation systems have been the principal trans
portation factors in lieu of railroads and in conformity with the 
natural layout of the commerce movement of the country. 

Table 99 presents an analysis of Brazilian foreign-trade averages 
for the period 1901 to 1930. From this it can be observed that the 
volume of imports is twice the volume of exports, making for unbal-

439 
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anced-cargo movement, while the value of exports exceeds the value 
of imports, thus tending to a favorable money balance and also to a 
favorable shipping position, in that the export valuation rests largely 
on coffee, which is capable of bearing high freight rates. 

TABLlII99.-BRAZILIAN IllPORT AND EXPORT TRADE, 1901-1930 

Volume Value 

Period 1-----:-----I1f!=f 1------,------
Imports Exports Imports , Exports , 

1901-1905 _______________________________ _ 
1~1910 _______________________________ _ 
1911-1915 _______________________________ _ 
1916-1920 _______________________________ _ 
1921-1925 _______________________________ _ 
1926 ____________________________________ _ 
1927 ____________________________________ _ 
1926 ____________________________________ _ 
1929 ____________________________________ _ 
1930 ____________________________________ _ 

, Valllll8 are in British sterling. 

Source: Foreign Trade of B .... iI, 1931. 

TORI 
2,435,000 
3, 364, 000 
4, 336, 000 
2,486,000 
3,764, 000 
4, 947,000 
6,520,000 
6,839,000 
6, 018,000 
4,881,000 

TORI 
1,283,000 
1,446,000 
1,416,000 
1,934,000 
2, 006, 000 
1,858,000 
2, 017, 000 
2, 075, 000 
2, 189, 000 
2, 274, 000 

PtTunt 
90.0 

132. 6 
206. 2 
28.5 
87.6 

166.3 
173.7 
181.4 
174. 9 
114.7 

£24, 921, 000 
38,847,000 
49,795,000 
68, 176, 000 
62,486,000 
79,876,000 
79,634,000 
90,669,000 
86, 603, 000 
:5,619,000 

£39, 603, 000 
55,641,000 
61,538,000 
83,653,000 
79, 665, 000 
94, 254,000 
88, 6!l9, 000 
97,426,000 
94,831,000 
65, 746,000 

THE BRAZILIAN COMMERCIAL FLEET 

GROWTH OF THE IlERCIIANT HA.RINE 

The Brazilian commercial fleet includes 498,789 gross tons, rep
resenting 311 vessels of 100 gross tons or more. Its development 
since 1913 is shown in the following table: 

TABLE l00.-GOOWTB OF THE BRAZILIAN CoMMERCIAL FLEET 

luJyl- Total 
fleet' 

Pow ...... 
driven 

vessels , 
Salling 
vessels , luJyl- Total 

fleet· 
Power- Sailing 

v:' vessels' 

-----1------1----11------1-------
G,OII!"!!' GrOII_ G,OII_ 

1913________________ 305, 330 290, 887 14, 443 
1914________________ 329,637 313, 416 16, 221 
1915________________ 323, 939 307,607 16, 332 
1916________________ 317,414 302, 513 14, 901 
1917________________ 303, 800 290,637 13, 163 
1919________________ 512, 675 492, 588 20, ()j7 
1920 _______ !________ 497,860 475, 224 22, 636 
1921________________ 499,325 476, 436 22, 889 
1922________________ 492, 571 469,444 23, 127 

• Vessels of 100 gross tons and upwards. 

Booroe: Lloyd's Register of Shipping. 

G'OIII"'!, G'OIII~ Or __ 
1923________________ 478, 630 459, 416 19,214 
1924________________ 464, 734 444, 005 20, 129 
1925________________ 465, 643 447,554 18, ()j9 
1926________________ 482, 3()j 464, 549 17,759 
1927________________ 525,431 507,725 17,706 
1928 ____ .___________ 559,468 542,092 17,376 
1929________________ 560, 680 545, 695 14, 985 
1930________________ 558, m 543, 613 15, 164 
193L______________ 498, 789 493, 943 4, 846 
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By size and age groups the power-driven Heet consisted of: 

TABLIII 101.-POWER-DRlVEN COMMERCIAL FLEEl' OF BRAZIL ON JULY 1, 1931, BY 
SIZI!l AND AGI!l GROUPS 

Size of vessel Total Under 5 U:::d~dI5 15 years 
fleet 1 years year.3 and over 

-----------------1------------

100 tons and under 500 tons ____________________________________ _ 
500 tons and under 1,000 tons ________ c _________________________ _ 
1,000 tons and under 2,000 tons _________________________________ _ 
2,000 tom and under 4,000 tons ________________________________ _ 
4,000 tons and under 6,000 tons. _______ . ___________________ • ___ _ 
6,000 tons and under 8,000 tons ________________________________ _ 
8,000 tons and under 10,000 tons _______________________________ _ 

Gr088 GrOll GroBs 
ton. lon8 tom . 
36, 438 2, 297 3, 766 
32, 200 930 3, 746 
66, 696 I, 249 7, 390 117,731 __________ 2,162 

151,667 49,390 _________ _ 
71,185 ___________________ _ 
18,026 ___________________ _ 

Or0l3 
tom 
30,375 
27,524 
53,057 

115,569 
102,277 
71,185 
18,026 

Total____________________________________________________ 493,943 53,866 17,064 423,013 

I Vessels of 100 groas tons and npwards_ 

Souroe: Lloyd's Reglstar of Shipping_ 

Seventy-three of these vessels, having a gross tonnage of 271,356, or 
more than half the national total, belong to the Lloyd Brasileiro. 

HISTORY OF THE LLOYD BRASILEIRO 

The Lloyd Brasileiro represents the foreign-going commercial Heet 
of Brazil as well as part of its coastal shipping, and the history of 
this company is, in substance, the principal part of the Government's 
experience with subsidies to ocean services in the foreign trade. The 
Lloyd Brasileiro Heet is one of the largest Government-controlled 
fleets in the world. 

The Lloyd Brasileiro Steamship Co. was founded in 1890. Decree 
No. 208 of February 19, 18901 authorized the Brazilian Government 
to contract with Admiral Arthur 'de J aceguay, Dr. Antonio Paulo de 
Mello Barreto, and Manuel de Fonseca for the organization of a 
Brazilian navigation company by the consolidation into one company 
of the principal subsidized coastal lines; and decree No. 857 of Oc
tober 13, 1890, approved the establishment of the company. The com
bination included the Trans-Atlantic Co., the National Steam Navi
gation Co., the Progresso Maritimo, Espirito Santo e Caravellas, and 
one other named the Brasileiro. The consolidation was called the 
Lloyd Brasileiro. 

ORIGINAL PLAN OF COMPANY 

The original capitalization of the new company was 20,000 contos 
(approximately $9,200,000 at contemporary exchange, a "conto" 
being 1,000 milreis). On June 2, 1890, the Bank of Brazil loaned the 
new company 12,000 contos ($5,520,000) at 7 per cent, which, up to 
that date constituted the largest single operation of its kind by any 
single bank in Rio de Janeiro.l 

According to the original plans, the company, besides its status as 
a commercial organization, was to provide a potential navy which 
could be diverted to military use at small cost to the treasury. It 
was further intended to form a trans-Atlantic steamship line. The 

1 Lloyd Brasilelro Annual Report for 1924, p. 61. 

85083-32--30 
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company was to receive all the subsidies then granted to the various 
units which entered into the combination, or about $700,000 annually. 

In the first three years of its existence the Lloyd Brasileiro went 
through several changes in organization, and in 1893 the Brazilian 
Government placed the operation of the line in the hands of the 
Bank of Brazil. In 1909 the company failed and was reorganized. 
At the time it was receiving subsidies amounting to $892,000 for. 
lines covering annually almost 1,000,000 miles, or at the rate of 
about $0.90 a mile, with voyages to New York, but mainly along the 
Brazilian coast. 

PERIOD 01' GOVEBl'I'J411:N'l' OWNERSHIP 

In 1911 the Lloyd Brasileiro was placed directly under the con
trol of the Government and so remained throughout the World War. 
Late in 1913 the Government acquired all the capital stock of the 
company, with the intention of selling it. Bids were called for but 
none received. The Government continued operation of the services 
and purchased some vessels. 

In 1916 forty-three German vessels of 215,430 gross tons, which 
were in Brazilian ports! were seized by the Government and de
livered to the Lloyd Brasileiro. Thirty vessels of this fleet were 
chartered to the French Government for the war period and, with the 
exception of two which were lost, were returned to Brazil after the 
war and added to the Lloyd Brasileiro fleet. 

In 1919 the company opened foreign services to Hamburg, New 
Orleans, and New York. 

BETUBN TO "PRIVATI!: OPERATION 

In 1920 the line was incorporated as the Companhia de Navegac;iio 
Lloyd Brasileiro in order to have a commercial status although the 
stock is held principally by the Government. The property of the 
old company, which up to that time had been valued at from 32,200 
to 97,400 contos, was, upon delivery to the new corporation, written 
down to 25,000 contos. 

As a corporation the Lloyd Brasileiro again became eligible to 
subsidies, and accordingly a subsidy of about 18,000,000 milreis 
was granted, of which 12,000,000 milreis was for coastwise services. 
In 1924 the total subsidy was increased to 23,000,000 milreis, and in 
1926 the amount was 19,675,000 milreis. Exceptionally large rev
enues in commercial operation during 1926 resulted in a considerable 
profit,· and in 1927 no subsidy was granted. In 1928 a new con
tract was signed, details of which appear on pa~es 445--44:7 following. 

In all instances the total subsidies received Dy the company dur
ing recent years divide themselves into approximately one-third for 
the overseas serviceS and two-thirds to the coastal services. . 

NAVIGATION BOUNTIES 

The history of subsidies to steamships in Brazil revolves princi
pally around the coastal and river services and is in effect a struggle 

• Aerordlng to a report by Trade Commissioner M. A. Cremer, Rio de Janeiro, July 17, 
1928, the Uoyd Bl'8Bllelro

l 
during 8n operative history ot 88 years, showed profits tor 

Conly 6 yeor_1908, 1904, 905, 1923, 1925, and 1926. 
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between unfavorable natural conditions (in terms of vast expanse of 
coast line and undeveloped territory) and the necessity for provid
ing communication between the widely separated communities of a 
nation in which railroads long were not an economic factor. Be
sides, operation of steamers has been far less costly to the Govern
ment than the building of railways in a country where capital for 
large enterprises has been scarce and where such rail lines would 
have been built through territory which, in the main, has been un
attractive to immigrants on account of climate. Moreover, the 
policy of steamship communication services· has developed a com
mercial fleet which, in respect of Suez and Panama Canal transit
ings, compares well with far older maritime nations. 

BOUNTIES TO COASTAL SHIPPING 

Subsidies in Brazil, as in other countries, were not paid until the 
advent of the steamship, and the first and principal subsidies were, 
and remain, those paid to navigation companies for coastal services 
by which the widely separated communities were united. 

The first region in Brazil to be connected by subsidized steamer 
services was the northern coastal region beginnmg at Para and con
tinuing south to Maranhao, Ceara, Pernambuco, and ending at 
Bahia, a distance of about 1,400 miles. This was in 1836. In 1839 
a similar line was subsidized to cover the southern ports, although 
lack of traffic caused sailings to be irregular. Both lines were con
tinued . under the Companhia Brasileira. de Transportes a Vapore 
(Brazilian Steam Transport Co.) until 1872, when a reorganization 
placed the southern line in the hands of the Companhia N acional de 
Navega<,;ao a Vapor while the northern line became the Companhia 
Brasileira de Navega<,;ao a Vapor. They later formed part of the 
Lloyd Brasileiro merger in 1890. 

In addition to the great coast lines several small, short coastal 
line:' developed, based usually upon the territory tributary to the 
varIOUS ports.. . 

Bahia.-As early as 1819 a company was formed which operated 
between the port of Bahia and Cachoeira. Later the Bahian trade 
was handled by two companies, one working north as far as Maceio 
and another takin~ the small-port trade to the southern boundary 
of the State of Bahia. In 1852 the Government gave a 20"year 
concession for the Bahian coastal trade to the Companhia Bahiana. 
An additional line of sailing vessels in the sugar and salt trades 
worked out of Bahia as far south as Rio Grande do SuI. 

Pe1"T/DiTT/})'!U}o.-A coastal line was organized in Pernambuco in 
1856. By decree of January 31, 1863, the Government gr.anted· con
cessions which established two new lines, one to the north as far as 
Ceara and one to the south as far as Maceio. The subsidy was for 
20 years. " 

Ma:ranhiio.-In 1858 Maranhao eontracted with the Imperial Gov
ernment and with the Companhia de Navegacao a Vapor for two 
lines, both from Maranhao, one north as far as Para and one south as 
far as Ceara, where the new line joined the Pernambuco line .. 

Other li11R8.-Other small lines which were subsidized were: 
Companhia do Espirito Santo, organized in 1850 for service between . 
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Rio de Janeiro and Victoria; a line from Rio de Janeiro and Sao 
Matheus in 1857; a line from Macahe tq, Campos and from Rio de 
Janeiro to Caravellas in 1862. Service between Santos and Rio 
de Janeiro began in 1854. 

BOUNTIES TO RIVER SERVICES . 
For reasons similar to those that impelled the government to en

courage coastal navigation lines the government also fostered the 
extension of river lines, the first of which was for navigation be
tween Itapicuru-mirim, Merim, and neighboring ports of San Mar
cos Bay. These services were transferred to steamer lines in 1857, 
and the lower Parnahyba River services have been subsidized and 
served by the Empreza Fluvial Piauhyense Co. since 1862. 

The Imperial Government contracted for steamer services on the 
Amazon in 1852. As originally drawn the contract included im
portant colonization concessions. This privilege was withdrawn 
in 1857. 

When Brazilian coastwise shipping was thrown open to foreign 
ships in 1862, the Amazon steamship lines passed to British inter
ests as the Amazon Steam Navigation Co. (Ltd.), authorized to 
operate by decree No. 5020 of July 18, 1872, from which date the 
company had a practical monopoly :for a long time. 

BOUNTIES FOR OVERSEAS SERVICES 

While the policy of subsidized navigation services for the coastal 
and river services was of earlier origin, the first subsidies to ship
ping in the foreign trade were made to an American steamship 
line, the United States & Brazil Steamship Co., to which, as far back 
as 1864, the Brazilian Government for 10 years paid $100,000 an
nually while the Government of the United States paid the company 
$150,000 annually. 

SAO PAULO SUBSIDIES TO FOREIGN SHIPS 

State decree No. 2400 of July 9, 1913, of the State of Sao Paulo 
authorized the government to encourage immigration and to grant 
subsidies for the purpose of providing reduced transportation rates 
for immigrants disembarking at Santos and going to the State of 
Sao Paulo. Two years previously, by decree No. 1292 of December, 
1911, the State government was authorized to enter into an agreement 
with the Federal Government for developing shippil$ at the port of 
Santos, and concluded a contract with the Federal liovernment and 
with four Italian shipping companies, the Navigazione Generale Ital
iana, La Veroce, Lloyd Italiana, and Italia, whereby these companies 
were to establish special steamer services between Genoa or Naples 
and Santos for five years for a subsidy of 60 contos (about $19,400 
at 1911 average value of the paper milreis) per round voyage, two
thirds of the amount to be paId by the Federal Government and one
third by the State of Sao Paulo. A few voyages had been made 
when the Italian Government objected to the arrangement and the 
contracts were canceled by mutual agreement. 
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LLOYD B&ASILEIBO CONTBAor 9J!' 1928 . . 
On July 4,1928, the President of Brazil signed a decree" author

izing the Brazilian Government to conclude a shipping service con
tract with the lloyd Brasileiro Steamship Co. which, in effect, is 
one of the largest single subsidized $ipping service contracts in 
the world. . The contract provided for a grant of 18,000,000 milreis 
($2,154,600 at $0.1197 to th9 milreis, the average rate for that year) 
annually for operations covering 965,000 miles of passenger service 
at an average rate of about $2.15 per mile over the entire service, 
in addition to cargo services to Europe and North America as well 
as coastal and inland river services. 

The services comprise eight passenger lines, the principal subsidy 
grants being upon the mileage made over three lines on the Brazilian 
and South American coast and on one line extending to France. 

TABLIII 102.-PBoVlSIONS OJ!' LLoYD BBASILEIlIO CONTRACT OJ!' 1928 

[Passenger services] 

Annual subsidy 

Subsidy 1---_--
Line Voyages Miles per Miles per per voy

per year voyage year age, mil-
reis Milreis 

European _____________________________ 
24 12,200 292, 800 227,519 5,400,456 

Coastal sod river between: 
MsnB03 and Montevideo ____ . ___ 24 8,000 192, 000 149,193 3,580,632 
Rio de Janeiro and Belem _______ . 52 4,700 244, 400 87,650 4,567,800 
Rio de Janeiro and Porte Alegre. __ 62 2, 100 109,200 39,163 2, 036, 476 
Rio de Janeiro and Penedo ________ 12 2,000 24,000 37,296 447,576 
~.~,u ... ____ ..... ~ 1,150 13,800 21,446 257,362 
Rio de Janeiro and Sante Victoria 

do Palomar_____________________ 24 408 9,792 7,608 182, 592 

~:~=~:~:::::::::::::: -------=-
3,300 79,200 61,M2 1,477,008 

965,192 ---------- 17,999, 892 1 

I CODVerted at $0.1197 to the milreis, the average mte for the year 1928. 

Equivalent 
in United 
States cur-

rency 1 

$653,617 

428,602 
545,569 
243, 766 
53,575 
30, 805 

21,856 
176, 797 

2, 154, 587 

There are eight cargo lines, including lines to Liverpool, New 
York, and New Orleans, but bounties are not granted on cargo-vessel 
operation. 

Life of the contract 

The contract was to run for a 5-year period retroactive to January 
6, 1928, so far as the passenger services were concerned, and upon 
expiration was to be renewed by mutual consent, subject to approval 
by the National Congress. Decree No. 19198 of May 2, 1930, pro
longed the contract 15 years and increased the annual subsidy to 
20,000,000 milreis ($2,362,000 at exchange of $0.1181) for the period 
of the extension. A special decree (No. 19199 of the same date) 
authorized an additional credit of 4,000,000 milreis ($472,400) for 
the years 1929 and 1930. 

A decree of February 9, 1931, defined the official status of the 
company and granted preferences in various ways. (See p. 451 
following. ) 

• Decree No. 18305, published In the Dlarlo Official of July 19, 1928. 
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Under the contract of July 28, 1928, the Lloyd Brasileiro under
took to maintain the following services outside of the coastal and 
river trades of Brazil: 

Pas8enger se'f'1)ice.-Two round voyages monthly between Santos 
and Hamburg, with calls at Rio de Janeiro, San Salvador, Recife, 
Leixoes, and Havre, France; two round voyages monthly between 
Corumba and Montevideo, with calls at Porto Esperansa, Porto 
Coimbra, Barranco Branco, Porto Murtinho, Asuncion del Paraguay, 
and Rosario, Argentina. 

Freight 8e'f'1)ices.-One round voyage monthly between Rio de 
Janeiro and Liverpool, with calls at intermediate ports; one round 
voyage monthly between Santos and New York, WIth calls at inter
mediate ports; one round voyage monthly between Santos and New 
Orleans, with calls at intermediate ports. 

Oontrrrot oonditWnB 

Free transportation for G{)'IJernment.-The company is obliged to 
transport free of charge the following for the Government: 

1. Mails, in accordance with existing legislation; their transfer 
from ship to shore and from shore to ship is for account 
of the company; 

2. Employees of the Federal. Department of Navigation In-
spection; 

3. Employees of the Federal Postal Service; 
4. Public moneys, in accordance with existing legislation; 
5. Objects intended for the Departments of Transportation and 

Public Works, or bureaus under their administration; 
and all objects for official expositions sponsored by the 
Government; 

6. Seeds and sprouts of plants, and a~ricultural implements for 
public parks, or for public establisnments, or for agricultural 
syndicates or societies being aided by the Government. 

Redwation in rates to States and Federal GoveT11Qnent.-The com
pany is obliged to grant a 30 per cent reduction in transportation 
rates to the Federal Government, or to any State government, on 
all transportation not provided for under the gratis transportation 
clause. ' 

.Aid to War Department equiprnent.-The Lloyd Brasileiro is 
obliged to keep its dry docks and repair ships at Mocangue in COll

dition and repair so as not only to maintain its own Heet but also 
lend any reqUIred assistance to vessels of the Navy as ordered by the 
Marine Burea.u of the National.De:pa~-tm~nt of.War. . 

Fuel deposzts.-The Lloyd Ll'asllelro IS oblIged to furmsh from 
stores in Rio de Janeiro and in the various States all fuel required 
by the Federal Navy or other department of the Federal Govern
ment when such supplies can not be obtained from other sources. 

The company is prohibited from disposing of vessel property 
without Federal authoritYl and all plans for the acquisition of new 
vessels must be approved by the Government. Vessels lost must 
immediately be replaced. 
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Sailing schedules and freight and passenger tariffs must be 
approved by the inspector of navigation and must not be altered 
without Government approval. 

VesMll equipmenl 

In view of the large amount of subsidy involved in this contract 
the apparent absence of any requirements for renewal of contract 
equipment is unusual in current practice. Obviously the mainte
nance of service requirements as to speed and sailings will ~uire 
callable equipmentt but, unlike other countries, even in those coun
tries where there IS no shipbuilding industry to be considered in 
connection with vessel renewals, employment of labor and so on, 
the contracting government usually specifically requires a program 
of replacement of vessel tonnage for specified routes in order to meet 
estimated competition in such routes. 

In 1931 the Lloyd Brasileiro Steamship Co. owned 73 vessels of 
271,356 gross tons. An analysis of this tonnage by age groupings 
shows 3 vessels of 5,737 gross tons to have been built between 1879 
and 1889; 7 vessels of 26,802 gross tons between 1890 and 1899; 42 
vessels of 151,693 gross tons between 1900 and 1909; 17 vessels of 
83,000 gross tons between 1910 and 1919; and 4 vessels of 4,124 gross 
tons between 1920 and 1927. 

The company is reported to have laid down a comprehensive 
building program covering 18 vessels (12 for cargo service and 6 for 
passenger service), the total cost of which is estimated at more than 
£1,500,000, to be covered by long-term payments guaranteed by the 
Brazilian Government.4 

TOTAL NAVIGATION BOUNTIES FOR 1931 

The bounty provisions contained in the budget estimates of Brazil 
for 1930 are found in Law No. 5753 of December 27, 1929, published 
in the Diario Official as Supplement No. 304 of December 29, 1929. 
The Federal estimates are shown in "Table 103. 

TABU!: l03.-BBAZIL's BUDGET PBOVl8l0NS FOB SUBSlDIZm NAVIGATION SEBVICES, 
1930 

Amount of bounty 

Serv· 
iaI 
No. 

Service conditions 

1 CooInId with Stale of Maranhao, owner of tbe Companhia de Nav~ 
• Va_ do Maranhao, Dec. 29, 1922, d ...... No. 15734 of Oct. 13, 1922, 
and d..,... No. 18143 of Mar. 9,1928, for JooaI services.._________________ 320,000 

2 Conlnld with Empr .... IJoyd Maranhense of May 8, 1924, decree No. 
16400 or Mar. 12, 1924, d ...... No. l8M9 or Dec. 28, 1928, """""diug to • s:c:.=: ~~.;. ~ee.:-obifi8tio,;ii,_ihe-Govemmm:t~-tbe-iil8te- 100, 000 
of Bahia by d..,... No. 16743 or Dec. 31, 11l'M..__________________________ aoo, 000 

, San Francisco River servi ..... obligation of the Stale of MInas Geraes, con-
,,~,ofDec.I3, 1924, by virtoe of d ...... No. 16562 of Aug. 23, 11l'M..____ aoo,OOO 51 ~ service between Porto Alegre and Recife, by tbe Companhia 

N!!:,?onsJ de N8V~ C<lSteira, contract or Nov. 30, 1915, de<l'OO No. 
ll,,' or Nov. 3, 1915, and de<l'OO No. }5'M of Oct.. 25, 1922___________ 1,1MO,000 

Equivalent 
in United 
8_ cur-

rencyl 

$37,7110 

11,810 

35,430 

35,430 

• P_ mIIreis converled at $O.ll8l; the average rate for 1929; gold milreis converled at tD.M63. 

• Report of Vice Consul Theodore A. xantbaky, Rio de Janeiro, Apr. 20, 1929 • 

• 
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'.rABLE 103.-BBAZIL'S BUDGET PROVISIONS FOB SUBSIDIZED NAVIGATION SEanCES, 
1930--C0ntinued 

Serv· 
ice 
No. 

Service conditions 

6 Coastal service between Rio Grande and Para, decree No. 15755 of Oct. 
26,1922, according to agreement of Nov. 9, 1922 _______________________ _ 

7 Services of _-Uto Tapajoz, decree No. 16740 of Dec. 31, 1924 ______________ _ 
8 Services of Autazes, according to decree No. 16742 of Dec. 31, 1924, and Law No. 5670 of Jan. 25, 1929 _________________________________________ _ 

9 Lower San Francisco River service by contract with the Empreza de 
N aVeg&\"~o do Baixo San Francisco Co., contract of Dec. 20, 1927, and decree No. 17894 of Aug. 26, 1927 ______________________________________ _ 

10 Amazon River services in accordance with Law No. 4632 of Ian. 6, 1923, 
exIcusive of the three lines, Alto l'apajoz, Antazes and BeJem Soore, and Cachoeira ________________________________________________________ _ 

11 Lloyd BrasileJro services according to legislative decree No. 5424 of Ian. 6, 1928 _____ --- ________________________________________________________ _ 

12 Services, Ca,ias-Picos, decree No. 18526 of Dec. 7, 1928, and contract of 

13 S~~d~\!~omp8Dhia-FiuVi;;i-M;.n.Diiens;,:-door .. ,-No:'i852i-OiDOO:-
7, 1928, and contract of Ian. 30, 1929 ___________________________________ _ 

14 Services on the Parnahyba River, Law No. 5424 of Jan. 6, 1928 __________ _ 
16 Cabo fluvial do Amazonas, decree No. 2000 of Apr. 2, 1895 ______________ _ 

Amonnt of bonnty 

Equivalent 
MiJreis in United 

States cur-
IImCY 

5,980,000 $706,240 
36,000 yo 
95,000 11,220-

100,000 11,810 

1. 276, 000 268,795 

18, 000. 000 2, l25, 800 

60,000 7.085 

99,654 11,770 
400,000 47,240 

'152,222 83,150 
1----1----

~~::l ~:f.Ier ~~~===========================================~==== 29, ~~~ I} 3,520,650 

I Gold mlIreis. 

Out of a total appropriation of $3,520,000 it is estimated that 
$700,000 (6,000 contos), or about 20 per cent, is devoted to the pro
motion of foreign service lines, the remainder being for purposes 
of domestic communication within the Brazilian nation. 

CONSTRUcrION BOUNTIES 

The first evidence of protection to Brazilian shipbuilding was 
in the year 1836, when restrictions were placed on all ships used in 
Brazilian commerce except those which had been built in Brazil or 
those which had been previously registered, provided the masters 
and owners of these vessels were citizens of Brazil. 

By Law No. 369 of September 18, 18-15, bounties of 10 mi1reis 
(about $5.10 at average 1845 exchange) per ton were granted to any 
vessel of more than 200 tons built in Brazil, provided the master 
and two-thirds of the crew were citizens of Brazil. This law was 
effective for only one year, but appropriations for the same purpose 
were continued m subsequent budgets. By Law No. 2348 of August 
25, 1873, the bounty was increased and other favors conceded to 
shipbuilders. 

On January 6, 1918, by Law No. 3454 shipbuilding bounties 
were provided at the following rates: 100 milreis (approximately 
$12) per displacement ton, computed at the maximum basis according 
to Lloyd's Register',. for vessels from 80 to 1,500 tons; 150 milreis' 
(approximately $18) per displacement ton for vessels of more than 
1,500 tons. These bounties were guaranteed to shipbuilders who 
agreed to construct 20 vessels of more tha~ 80 tons each during 15 
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vears, and not to sell such vessels for foreign registry without previ
~us authorization by the Brazilian Government. By the same law 
an agreement was co~cluded by which the Government advanced to 
the National Coastal Navigation Co. one-half of the cost of con
structing shipyaras in which the company undertook a program of 
construction under the provisions of the law. The loan was to be 
repaid by the construction and repair of ships owned by the Gov
ernment at a reduction of 25 per cent below commercial prices. 

Decree No. 13617 of May 22, 1918, advanced 6,172,654 milreis 
(approximately $740,000) to the National Coastal Navigation Co. 
upon its agreement to undertake a construction program. 

. By decree No. 4555 of August 10, 1922, the ·Government was 
empowered to alter the National Coastal Navigation contract so 
that plans for vessels must first be approved by the Navy and Public 
Works Departments. Vessels must have'12 knots speed and specified 
equipment. Contractors were exempted from duties on imported 
materials and from registration taxes . 

• 
BRAZILIAN MARITIME CREDIT 

GOVERNMEN,. GUARANTY OF LLOYD BRASILEIRO LOANS 

Owing to the fluctuation of the Brazilian exchange (a downward 
trend set in soon after 1890), to recent stabilization of the milreis, 
to the varying gold and currency payments to the company (which 
are not always clearly stated), as well as to the sudden addition of 
tonnage during the war and other factors, a recital of the Lloyd 
Brasileiro's subsid,v: history and its operation accounts will not pro
vide a reliablegUlde to any cOJl.clusion as to the effect of subsidies 
upon the company's workings .. Moreover, two-thirds of its subsidies 
are granted for its coastal and river services in a vast undeveloped 
interior. 

In one respect, however, the financial history of the company is 
fairly clear. This may be observed in various loans, the first of 
which-that of the Bank of Brazil upon organization of the com
pany-has already been mentioned. 

Loan of 1906.-Among other loans and bond issues floated by the 
company was an authorized issue of £1,100,000 ($5,353,150) in Lon
don in 1906, at 5 per cent, ;{>ayable in 10 years. This issue was fully 
guaranteed by the Brazilian Government and was exempt from 
Brazilian taxation. 

Loan of 1910.-In 1910 another loan was issued through the same 
London house as the loan of 1906, at 4 per cent, fully guaranteed by 
the Brazilian Government and exempt from all Brazllian taxation. 

GOVERNMENT LOAN IN UNITED STATES AND ENGLAND 

In 1927 a loan of the Brazilian Government partially provided 
for unpaid subsidies to the Lloyd BrasiIeiro previously authorized 
to be paid in 1920 and 1922. The authorization was for $41,500,000 
in the United States and £8,750,000 ($42,581,875) in England. The 
loan was for 30 years from October 15, 1927, due October 15, 1957, 
with interest at 6~ per cent. 
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In a decree of January 4, 1928, providing for disbursement of pro
ceeds of this loan, the following items appear under the Ministry 
of Communications disbursements. 

Credit to regulate financial situation of the Lloyd Milreis 
Brnsileiro, as solicited November, 1920, paper _______ 24,500,000 

Credit solicited by the Lloyd Brasileiro December, 1923, 
as payment of 1922 subsidies: Paper __________________________________________ 3,800,000 

CJold __ ~---------------------------------------- 3,000,000 
Converting the paper milreis at $0.1197 (the average exchange 

value for 1928) and the gold milreis at $0.5463 (par), these appro
priations are equivalent, respectively, to $2,932,650, $454,860, and 
$1,638,900, or a total of $5,026,410. . 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The transportation of merchandise between ports in Brazil is re
served by law to Brazilian companies. This provision does not 
extend to passenger traffic.s 

As a Portuguese settlement from 1500, Brazil was subject to re
strictive maritime regulations by the Portuguese Government. Be
fore the introduction of steamships Brazil had built up a competent 
sailing fleet which served the needs of the country. On August 3, 
1818, the colonial Government opened the coasting trade to steam 
navigation. This caused the first depression in the development of 
the Brazilian fleet. 

Brazil became politically independent September 7, 1822, but in
herited restrictive commerce and navigation treaties from Portugal, 
which, although modified in 1827, made it possible for Brazilian 
shipping to engage in the Brazilian coastal trade only. In 1864 the 
Imperial Brazilian Government declared the coastal trade open to 
forei~ ships. This caused a second depression in the progress of 
BraZIlian shipping, for the competition offered by foreign national
ities consisted of steamer services. This regulation was at first tran
sitory, appearing annually in official decrees until finally by Law No. 
2348 of August 25, 1873, the coasting trade was fully thrown open 
to foreign vessels. The opening of the coasting trade was based upon 
a desire to improve the communication system, which was dependent 
upon ships yet included virtually no steamers. 

Upon the establishment of a republic in 1889 the coasting trade 
was made a monopoly b:y article 13 of the constitution, which reads: 
" Foreign ships in tranSIt on the Brazilian coast may transpolt pas
sengers and baggage from one Brazilian port to another, but not 
merchandise." Ifegulations of November 11,1892, and of December 
5,1894 (Law No. 227a) , made this provision inoperative until 1896, 
when foreign vessels were finally excluded from participation in the 
Brazilian coastal trade. 

In 1913 a Government commission was appointed to study the 
codification of the shipping laws, and by decree No. 10524 of October 
23, 1913, the law of July 2, 1896, was revoked and new merchant 
marine and coastal navigation laws were adopted. 

I Trade Commissioner M. A. Cremer, Rio de Janeiro, July 17, 1928. 
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PREFERENCES TO LLOYD BRASILEIBO IN 1931 

Decree No. 19682 of February 9, 1931, published in the Diario 
Official of February 12, 1931). defines the official status of the Lloyd 
Brasileiro on the basis of /:itate ownership of its lroperties and 
grants many preferences tending to reduce the cost 0 operatiort' and 
increase revenues through wider employment, and reads essentially 
as follows: 

ABTICLE 1. The services and properties of the Lloyd Brasileiro ~avigation 
Co. will be considered as of Federal character· only to exempt them from 
regulations, provisions, or measures which do not emanate from the Federal 
Government. 

ABT. 2. The services and properties operated by the company will be free 
from taxes and dues, also imports for its own consumption will be free from 
customs duties and taxes, including the 2 per cent gold tax ad valorem, except 
in cases where similar nationally made materials are available. 

ABT. S. Passages and transport for account of the State shall be restricted 
to vessels of the company to ports served by the company. To foreign ports 
not served by the company transport shall be made in company vessels to the 
nearest port of call to such foreign port. 

ABT. 4. Vessels belonging to the Lloyd Brasileiro which bring. cargo from 
ports in Argentina, Paraguay, and Uruguay to the ports of Pelotas and 
Porto Alegre, with transshipment at the port of Rio Grande, will be required 
to present only one manifest at the port of Rio Grande, which will cover all 
the cargo, with the declaration: .. Cargo for Rio Grande, in transit for the ports of ________ " 

ABT. 5. [As amended in Diario Official of April 29, 1931.] Passengers car
ried by the Lloyd Brasileiro proceeding from ports of the River Plate republics 
destined to ports in the State of Rio Grande do SuI will not be required to 
present passports. 

ABT. 6. A reduction of 50 per cent will be allowed on the fees collected from 
the vessels of the Companhia de Navega!;8.o Lloyd Brasileiro by Brazilian con
sulates in European and American ports. 

ABT. 7. A reduction of 50 per cent in visa fees on bills of lading and on 
consular invoices will be allowed to shippers by Lloyd Brasileiro vessels. 

ABT. 8. Legalization of manifests by consuls for Lloyd Brasileiro vessels sail
ing in ballast will be performed free of charge. 

ABT. 9. lit reduction of 50 per cent will be granted on the telegraphic charges 
for messages in connection with the services of the company. 

ART. 10. Single clearances of vessels of the Lloyd Brasileiro will be free of 
freight stamps. 

ABT. 11. Bills of lading for cargo shipped by the Government in vessels of 
the company are exempt from stamp tax. 

ART. 12. Passenger and cargo vessels of the Lloyd Brasileiro engaged in the 
coastwise service, including vessels calling at ports in the River Plate, are not 
required to carry hospital attendants. 

ART. 13. For vessels of the Lloyd Brasileiro engaged in traffic between 
Brazilian and foreign ports, port captains are obliged to recognize certificates 
issued by international classification societies (Lloyd's Register, British Corpo
ration, Bureau Veritae, Registro Maritimo Italiano, and Lloyd Germanico). 

ART. 14. The guaranties (bonds) of the directors and agents of the Lloyd 
Brasileiro covering the release of materials imported for i.ts own consumption 
up to December 31, 1930, are canceled at the customhouses of Rio de Janeiro, 
Belem do Pam, Recife, and Rio Grande do Sui, as well as the fiscal dues, 
inclUding those relating to the revision of clearances, surveys, and fines by the 
customs on materials released or carried and from all other sources until 
December 31, 1930. 

ART. 15. The provisions of the present decree will be in force as from the 
date of its publication and, with the exception of the transitory measure 
contained in article 14, will be incorporated in the contract of the Lloyd 
Brasileiro under decrees Nos. 18305 of July 4, 1928, and 19198 of May 2, 1930. 

ABT. 16. All provisions contrary to the above are annUlled. 
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ECONOMIC DEVELOPMENT AND SHIPPING 

Canadian coastal and ocean-going shipping may be classified more 
nearly as a part of a centrally controlled transportation and distribu
tive system than as a separate industry. Subsidized shipping 
services in Canada are more nearly the result of a desire to maintain 
the transportation system along unbroken lines as a service to Cana
dian overseas commerce and communication, and to form natural 
water-route extensions of the railway systems, than an expression of 
protectionism by the Dominion Government toward a struggling 
industry. 

The position of Canadian shipping as an extension of Canadian 
railroads is so obvious that comprehensive discussion of the relation
ship between the Dominion Government and shipping is impossible 
without reference to the relationship between shipping and the 
railroads. Evidences of Government support of ocean transporta
tion are more numerous in the direct and indirect Government 
interest in railroads than in the direct payments of public funds for 
certain contract performances of ships. 

Specifically, consideration of Canadian shipping in its relationship 
to the Dominion Government leads in general directions, first, toward 
postal contract services and trade agreements, second, toward govern
ment ownership and operation of shipping, and, third toward 
encouragement of shipping through Canadian ports. Before pro
ceeding to a more detailed discussion of the subject, some .ansidera
tion of fundamental conditions in Canada is essential. 

NATURAL CONDITIONS AFFECTING SHIPPING 

Comprising almost the entire northern part of the North Ameri
can continent, Canada has an area of 3,684,723 square miles, which 
compares with the 3,743,529 square miles of the United States and 
its dependent territories. No country has so long a coast line
about 24,500 miles; if laid in a straight line, it would reach nearly 
around the earth. Much of this coast line defines territory that has 
not even been explored. From east to west Canada measures almost 
4,000 miles. 

Canada's population in 1928 was estimated at 9,658,000. Its dis
tribution in the interior and the western part of the Dominion forms 
a sparsely settled belt near the southern boundary. The interior is 
largely agricultural; and agricultural products must find markets, 
mainly foreign, and are therefore wholly dependent upon cheap 
carriage. The industrial products of the eastern Provinces must be 
transported great distances to the consuming markets of the interior. 

Before the coming of the railroads Canada was wholly dependent 
upon water transportation for long-distance hauls. These water 
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routes were open to navigation only part of the year, and during the 
remaining months the central portions of the country lacked trans-
port. Railroads were the answer to necessity. . 

Official American returns show Canada to have been the second 
-leading market for the domestic exports from, and the chief source 
of imports into, the United States during 1930, taking 16.6 per cent 
of the domestic exports and supplying 13 per cent of the imports, 
or respective total valWls of $627,811,000 and $402,350,000. By 
method of carriage this trade was apportioned: 

United Sta,tes domestic exports to Canada: By cars, $507,612,000; by ves
sel&-American, $71,965,000; British, $41,320,000; other foreign, $6,376,000. 

United States imports from Canada: By cars, $316,489,000; by vessel&
American, $45,937,000; British, $31,857,000; other foreign, $6,648,000. 

THE GOVERNMENT AND-THE CANADIAN RAILWAYS 

The Canadian railway system divides itself into two broad 
groupings-the privately owned and controlled Canadian Pacific 
and the Government owned and controlled Canadian National. 

The Canadian Pacific gave to Canada length; it tied together the 
Atlantic and the Pacific regions. The Canadian National gave to 
Canada breadth; it comprises many projects from north to south 
(with extensions to the Pacific), some built by the Provinces, some by 
the Dominion, some partially, at least, by private capital, and all 
with Central Government support in some form or other. 

The beginnings of the Canadian Pacific lay in a Government 
project; its completion was aided materially by the Government. 
The beginnings of the Canadian National lay in the projection of a 
large number of independent and provincial lines to serve local ter
ritories, in addition to the Canadian Northern and the Grand Trunk 
lines; the welding of these units into a railroad entity officially 
began in 1922 and has been continued since under the Dominion 
Government. 

CANADIAN PACIFIC RAILWAY 

After the Maritime Provinces of Canada had been' admitted to 
the confederation a problem arose in connection with the admission 
of British Columbia. There was no means of communica.tion with 
the Pacific through Canadian territory. Accordingly, one of the 
conditions for the admission of British Columbia was the construc
tion of a railway to connect the new confederation member with the 
eastern Provinces. In 1871 the Government was pledged to provide 
such transcontinental railway within 10 years and to have work 
begun within 2 years. Following unsuccessful efforts to have the 
railroad built WIth private capital, the Government in 1874 began 
the work for its own account. 

In 1880 private capitalists organized a syndicate and concluded 
an agreement with the Dominion Government under which it took 
over the Canadian Pacific Railway and contracted to complete it 
by May 1, 1891. Actually the line was completed in 1885 and 
opened for through traffic in 1886. 
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TERMS OF SYNDICATE AGREEMENT 

The agreement between the Government and the syndicate stipu
lated that upon' completion the line should be kept in efficient 
operating condition.1 The Dominion Government.granted certain 
concessions. These were: 

1. Gift to the syndicate of 713 miles of line, completed or under 
contract, valued at $37,785,320. 

2. A cash subsidy of $25,000,000. 
3. A grant of 25,000,000 acres of public land. 
4. Duty-free admission of essential construction materials. 
5. Exemption of the railway and its capital from federal, pro

vincial, and municipal taxes. 
6. Exemption from taxation of the land grant for 20 years. 
7. A traffic monopoly for 20 years through protection against 

any competitive railway construction in the western terri
tory south of the Canadian Pacific line. This in effect was 
a guaranty against penetration of United States railways 
into Canadian Pacific territory. 

It is impossible to measure the national economic value of a struc
ture like the Canadian Pacific Railway. It is therefore equally im
possible to measure the effect of these subsidies. The cash subsidy 
was used along with much other capital in completing the system. 
Exemption from various charges and the gift of the completed por
tion of the line were negative factors in that the new line had no 
known earning power through the western territory nor could such 
earning power be forecast, while the liability of the requirement of 
continual maintenance of the new line was a known factor. At that 
time the two items of greatest potentiality lay in (a) the monopoly 
against other railroad competition for a gIven period, through which 
it would be possible for the new line to become established and to aid 
in developing the territory, and (b) the land grant. 

LAND GlI.ANT 

The consideration of most importance to the railroad was the grant 
of public lands, although at the time the stimulus of the railroad's 
self-interest through sale of land to settlers in order to develop the 
railroad's territory was probably the principal purpose of the grant. 
The land as such had a value of only $0.10 an acre in 1880, or $2,-
500,000 j in 1884 the Government fixed a minimum sale price of the 
land at $1.25 per acre or -$31,250,000 j in 1886, the Government ac
cepted land in payment of claims against the company at the rate 
of $1.50 per acre-at which figure the land grant by that time had 
acquired a value of $37,500,000. 

Moody's Steam Railroads, 1930, states that at the incorporation of 
the company it received land grants from the Dominion Government 
in the amount of 26,710,400 acres, of which 6,793,014 acres were dis
posed of to the Government in 1886. At a valuation of $1.50 per 
acre, therefore, the sale value of the land sold to the Government was 

1 The Canadian Yearbook, 1929. p. 640. Jackman. W. T.: Economics of Transportation. 
p.19. 
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slightly more than $10,000,000. After the 1886 sale to the Govern
ment the company held 19,917,386 acres, to which was added acreage 
by purchase In 1911 and 1912. As of December 31, 1929, the com
pany had 4,685,070 acres unsold, valued at $67,678,547. 

The gross proceeds from land sales up to June 30, 1916, were $123,-
810)124, of which $68,255,803 was considered as net proceeds, the re
mamder being expended in the colonization and general projects.2 

It should be stated that besides numerous subsidiary railway lines 
the Canadian Pacific owns coal lands and improved Irrigated lands, 
a number of hotels, including control of the Chateau Frontenac at 
Quebec, and the Alberta Stockyards Co. 

TOTAL PUBLIO AID '1'0 BOA» 

It has been estimated B that the total public aid received by the 
Canadian Pacific Railway at the beginning of its operations amount
ed to $140,000,000. This takes into account the value of the original 
mileage at $37,785,320 and a cash subsidy by the Dominion Govern
ment of $25,000,000 in addition to other cash aid given to the com
pany and its subsidiaries by provincial governments and munici
palities, making a total of $66,905,481 cash from all sources, thus 
producing an amount of $104,690,801 as cash subsidies and mileage 
assets. To this are added the land gifts at a round figure of 
$35,000,000, or $1.25 per acre. 

THE CANADIAN NA.TIONAL RAILWAYS 

Theorganization now known as the Canadian National Railways 
comprises three great groups-(a) the Canadian National Railway 
(Grand Trunk) group, which on December 31, 1928, included 38 
corporate entities in the form of railroads, terminal companies, 
elevator companies, warehousing projects, and soon, with a total 
capitalization of $204,553,000, of which the system held $38,656,000 
and the Government and others held $165,897,000; (b) the Canadian 
Northern Railway Co., which on the same date included 44 corporate 
entities of a combined capitalization of $188,031,000, of which the 
system held $83,682,000 and the Government and others held $104,-
348,000; and (c) the Grand Trunk Pacific Railway Co., which at 
the close of 1928 included 7 corporate entities of a combined capitali
zation of $29,860,000, all held by the system. Of the total capitaliza
tion of $422,444,852 as of December 31, 1928, the Canadian Govern
ment held stock in the. amount of $265,628,338.· 

Under the second of these groups, the Canadian Northern Rail
way Co., is found the Canadian Government Merchant Marine 
(Ltd.), incorporated and operating under the name of Canadian 
National Steamships as part of the Canadian National Railways 
system. The Canadian Northern Railway group likewise holds 
the $2,000,000 authorized capital stock of the Canadian Northern 
Steamships (Ltd.), incorporated in 1909, to operate steamship lines 

• Report of Railway Inqul'1' CommIssion, 1917, pp. 16, 17. 
o Jackman, W. T.: EconomIcs ot Transportation, p. 41. 
• Moody's Steam Railroads, 1929, pp. 1866-1867. 
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in the interest of the Canadian Northern Railway Co., between 
Montreal and Bristol, England. Subsequently the ships of the Cana
dian Northern Steamships (Ltd.) were sold to the Cunard Steam-
ship Co. . 

TOTAL GOVERNMENT AID TO RAILWAYS 

The total aid granted by the Dominion and Provincial Govern
ments and muniCIpalities of Canada to private and Government rail~ 
roads, according to the Canada. Yearbook for 1930, may be sum
marized as follows: 

Total land grants.-Up to December 31, 1929, the Dominion Gov
ernment had granted 31,781,847 acres and the provincial govern
ments 15,508,719 acres, a total of 47,290,566 acres . 
. Financial aid to primate railways.-The total financial aid given to 
railroads by Dominion and Provincial Governments up to December 
31, 1929, was as follows: ' 

By the Dominion Government: Cash subsidiesL _______________________________ $118,600,799 
Loans________________________________________ 15,1~~3 

Paid to Quebec government____________________ 5,160,053 
Cost of lines handed over to Canadian Pacific 

Itailvvay____________________________________ 37,790,025 

Total _____________________________________ 17~693,510 

By provincial governments: 
Cash subsidies________________________________ 33,160,615 
Subscription to shares_________________________ 300,000 

Total_____________________________________ 33,460,615 

By municipalities: 
Cash subsidies________________________________ 12,988,128 
Subscription to shares_________________________ 2,425,500 

Total ____________________________________ 15,413,628 

Grand total _______________________________ 225,567,753 

Government fj'IJJO:l'anties of railway bonds.-Railway bonds guaran
teed by the Dominion Government and outstanding on December 31, 
1929, amounted to $590,841,295,5 while bonds guaranteed by provin
cial governments amounted to $113,003,528, a total sum of 
$703,844,823. 

Government eaJpenditures on G01Jernment railways.-The total 
capital expenditures of the Dominion Government on the Canadian 
Government railways from 1868 to March 31, 1930, including 
$13 881,461 before confederation in 1868 and the cost of the Quebec 
briJ~e ($21,706,664), amounted to $501,638,525. The total operating 
defiCIt (excess of operating expenses over revenues) amounted to 
$52,945,943.8 • 

THE CANADIAN COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

The coastal and ocean-O'oing power-driven commercial fleet of 
Canada, exclusive of the Great Lakes fleet, comprised 645 vessels 

• Does not Include $216.207.141 perpetual d"benture stock and guaranteed stock of the 
Grand Trunk Railway. on which interest and dividends are guaranteed by the Dominion 
Government. nor guaranteed bonds held by the Government. 

• The Canada Yearbook, 1931, p. 669. 



CANADA 457 

of 959,671 ~ross tons on July 1, 1931. The development of this fleet 
from 1920 IS shown in the following table: 

TABLE l04.-GBOWTH OF THE CANADIAN COMMEBCIAL Fr.EET 

luly 1--
Power

Total fleet' driven 
vessels' 

Sailing 
ves..qe}s 1 July 1- Total fleet I ~i!'::~- Railing 

ve..o;;scls r vessels 1 

1920 _____________ _ 
1921 _____________ _ 
1922 _____________ _ 
\!l23 _____________ _ 
1924 _____________ _ 
1925 _____________ • 

Gr ... lom 
805,833 
970,355 

1,020,984 
960,225 
IrJl,838 
943,644 

Gr ... Io1l3 Or ... to", 
683, 160 122, 673 
835, 275 135, 080 
894, 318 126, 8M 
841, 867 118, 3.18 
823,445 108, 39,'J 
838, 301 105, 343 

J Vessels 01100 gross tons and npwards. 

Source: Lloyd's Register 01 Shipping_ 

1926 _____________ _ 
1927 _____________ _ 
192!L ___________ _ 
1929_c ___________ _ 
1930 _____________ _ 
1931.. __________ .. 

OWNERSHIP OF THE FLE·ET 

Gr088lO118 
981,965 
935,098 
963,670 

1,020,5i1 
1,009,851 
1,042,768 

GrOBS tom Gross tom 
878,516 103,449 
835, 200 99,898 
871,985 91,685 
932, 326 88, 243 
919,464 90,387 
959, 6il 83, 095 

About 68 per cent of this fleet is owned directly or controlled by 
the two great railway groups, the privately owned Canadian Pacific 
and the Government-owned Canadian National Railways. The 
three principal owners are shown in the following table: 

TABLE 105.-PBINClPAL OWNERS OF CANADA'S COMMERCIAL COASTAL AND OCEAN
GOING FLEET 

Own~ 

PRIVATELY OWNED 
Canadian Pacific Railway Co _________________ • ____________________________________ _ 
Canadian Paoiflc Steamships (Ltd_, (operates trans-Pacific and trans-Atlantic serv-

ices; entire capital stock owned by Canadian Pacific Railway Co.}. _____________ ._ 

GOVERNHENT OWNED 

Number 
of vessels 

40 

24 

Gross 
tons 

85,533 

399,310 

Canadian National Steamsbips (Canadian Government Merchant Marine, (.mder 
same management as Canadian National Railways}______________________________ 43 225,307 

---I----
Tot~I _____ • _________________________ , ______ . __ • ______________ •• =.-----..... ___ 107 710,150 

Souree: Lloyd's Register of Shipping. 

EMPLOYMENT OF THE FLEET 

Canadian ships in 1930 carried approximately 15 per cent of the 
cargo in the inward and outward cargo movement at Canadian ports. 

85083--32--31 
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The relative proportion of British, Canadian, and foreign tonnage 
employed in Canadian trade for 1930 was: 

TABLID 106.-VE8SI!lL8 ENTERED AND CLEABED WITH CAIIG() IN CANADIAN PORTS, 
FIsCAL YEAB. ENDED MARCH 31, 1930 

N attonallty of carrying vessel Entnlnces Freight movJ Share of 
an!,c::r-_ ment I ~ 

OUTWARD • Ton, rtgill..- Cargo"'" P..- "'" Brltish ____________ •• ________________________________________ ._____ 8, 6'!4, 897 5, 641. 940 411. 89 

~::~~~::::::::::::::::::::::::::::::::::::::::::::::::::::::::: t m'::: k m; ~ !i!ij 
TotaL __________________________________ .. ___________________ 1-

20
-, 236,-3-GG-I---'Ii,-293,-589-I--'"I-00.-oo 

nnrAan 
F===~====~==== 

Brltlsh __________________________________________________________ _ Canadlan ________________________________________________________ _ 8, 847. 709 2,SM,716 30. 28 
3, 885, 589 1, 731. 545 20.44 

49_28 
ForeigD __________________________________________________________ _ 

~~~4-~~--~---
7,325. 184 4, li4,846 

TotaL __________________________________________ . _________ _ 
20, 058, 482 8, 471.107 lOCI. 00 

'rOUl 

17,532,606 II; 206, 656 39.52 
7,306,058 3,171,136 15. 27 

45.21 

Brltish ___________________________________________ . _________ ~ ____ _ 
Canadian _________________________________ . ______________________ • 
ForeigD ___________________________________________ . ___________ . __ _ 

15, 456, 217 9,386,904 

40, 29t, 881 20, 7G!, 696 i lOCI. 00 
Total ______________________ ... _________ • __ , .. _____________ ._~~~-I-~----f__---

Sonrce: Shipping Report of the Canadian Department of National Revenue (customs division), flsclll 
year 1930, p. 22. 

THE GOVERNMENT-OWNED FLEET 

The principle of Government ownership and operation of trans
portation facilities was not new in Canada when, during the closing 
years of the World War, the Government undertook to build and 
operate a commercial fleet; nor was the ownership and operation of 
railroads and ocean-goina ships under one management an experi
ment, inasmuch as the Canadian Pacific had owned and operated 
ships in the trans-Pacific service since 1889 when the Canadian Pacific 
Railway Co. entered into its first mail contract with the Imperial 
Govel'J}.ment, to which the Canadian Government contributed in 
part. Official reports on the Canadian Government Merchant Marine 
frequently refer to the great value of the service performed by the 
vessels in providing cargo for the Canadian National Railways. 

The Canadian ffi>vernment Merchant Marine was organized on the 
basis of an individual company for each vessel, the capital stock of 
which is owned by the Canadian Government Merchant :Marine 
(Ltd.). By operating agreements with the various units the Cana
dian Government Merchant Marine (Ltd.) undertook to operate the 
vessels and carry separate accounts for each company and vessel. 

OANADIAN NATIONAL STEAMSHIPS (LTD.) [CANADIAl'I GOVERNMENT MERCHANT 
lURINID (LTD.)] . 

In 1922 the Canadian Government Merchant :Marine (Ltd.) came 
partly under the management of the Canadian National Railways, 
the head of the latter acting also as president and chairman of the 
former. In 1928 the number of directors of the Canadian Government 
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~Ierchant Marine (Ltd.) was increased to cOIrespond to the direc
torate of the Canadian National Railway Co. with the object of 
having the two boards identical, and since then the Canadian Govern-

-ment Merchant Marine (Ltd.) has been operated under the name of 
the Canadian National Steamships (Ltd.). 

The original pian contemplated 63 steel cargo vessels, to be built in 
Canadian shipyards. By Janllary, 1922, 63 vessels had been built 
and 3 vessels had been transferred from the Department of Railways 
and Canals, making a total of 66 vessels of 390,581 dead-w.eight 
tons. Two of these had been lost, leaving 64 vessels of 378,237 dead
weight tons. By the -early part of 1926 15 vessels had been sold at 
prices ranging from $40,000 to $140,000 per vessel. .As of December 
31,1930, the fleet consisted of 30 vessels of 239,170 dead-weight tons. 

In financing the construction of the fleet the arrangements were 
generally that as each vessel was completed it was sold to a separate 
company bearing the ship's name, the Government receiving as pay
ment for the vessel demand IlOtes covering the cost, secured by a first 
mortgage. Such notes bear interest at the rate of 5% per cent. The 
stock of the individual company was all transferred to the Govern
ment, which exchanged that stock for an equal amount of stock in 
the Canadian Government Merchant Marine (Ltd.). 

PinMICiaJ ref_ 

The trades maintained by the Canadian Government Merchant 
Marine (Ltd.) were extended to the United Kingdom and Europe, 
the West Indies, Australia and New Zealand, and the Orient. Some 
services were discontinued. Local services have been maintained 
with Newfoundland, through coastal services have been maintained 
on the Pacific to California, and intercoastal services have been main
tained between the Pacific and Atlantic. A number of units were 
used on the Great Lakes for grain storage. 

According to the reports of the operations of the Canadian Gov
ernment Merchant Marine (Ltd.), the early services, based upon the 
vessel equipment in hand in 1920, resulted in a surplus of $1,004,233 
up to December 31, 1920, including depreciation charges. From that 
time, however, the operating losses, including interest charges and 
depreciation on the original cost of the vessels, have been as follows: 

1921 ______ ~ ________ ~041,635 ; 1921 _______________ $1,086,940 
1922 _______________ 9,649,479' 1928~ _____________ 1,545,525 
1923______________ 9,368,670 1929 _______________ .5, 928.158 
1924..______________ 8, 836, 609 1930 __________ -_____ 5, 844, 751 
1925 _______________ 7,667,513 
1926--_____________ 6,681,221 Total ________ 76.663,107 

The deficit account as of December 31, 1929, was $52,722,065. Dur
ing 1930, cancellation of interest charges on advances and notes, can
cellation of charges set up covering depreciation, and sale of one 
vessel resulted in a reduction of $926,821, leaving a deficit account 
of $51,795,244, to which the 1930 operating deficit is added, resulting 
in a deficit account of $57,640,001. Among the assets as of De-
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cember 31, 1930, was an item of $45,538,692, the book value of the 
fleet. Reducing this by an accrued depreciation account of $17,738,-
806 would leave a value of $27,799,886, or $116 per dead-weight ton. 

OANADIAN NATIONAL (WEST INDIES) STEAMSHIPS (LTD.) 

The Canadian N ational (West Indies) Steamships (Ltd.), operat
ing under the same directorate as the Canadian National Steamships, 
is closely allied to the Canadian National Railways through identical 
directorate, owes its existence at least partially to the West Indies 
trade agreement, has a fleet comprising partly new vessels and partly 
vessels formerly belonginl5 to the Canadian National Steamships. 
On February 24, 1930, this company offered a 25-year, 5 per cent 
bond issue in the United States and Canada in the amount of $9,400,-
000, approximately the amount ($9,633,306) of the book value of the 
fleet and slightly more than the company's note indebtedness 
($9,036,207) to the Royal Bank of Canada. 

The Canadian National (West Indies) Steamships (Ltd.) is a 
development of services organized by the Canadian Government· in 
conformity with the provisions of the West Indies trade agreement 
act of 1926. (See p. 461.) The organization completed its first year 
of operation as a separate entity on December 31, 1929. 

VesseZ equipment 

As of December 31, 1929, the vessel equipment of the Canadian 
National (West Indies) Steamships (Ltd.) comprised 12 ships of 
60,592 dead-weight tons. Five were ordered built in Great Britain 
by Cammell Laird & Co. (Ltd.), three 7,800 gross-ton vessels being 
ordered first, at a total cost of $3,849,000,7 or $164 per gross ton. The 
seven remaining vessels were formerly a part of the fleet of the 
Canadian Government Merchant Marine (Ltd.) and have been taken 
over by the Canadian National (West IndieS) Steamships (Ltd.) 
for operation under a trust agreement with the separate owning 
companies. 

The vessel tonnage is carried at It book value of $9,633,306 as of 
December31, 1929. This represents principally the cost of the new 
vessels, the balance beinO' made up of the present valuation of the 
seven vessels from the Government fleet, together with conversion 
costs of these ships for their present service .. 

Government guarantv of financing 

Among the liabilities of the Canadian National (West Indies) 
Steamships (Ltd.), according to the first annual report, are notes 
payable to the Royal Bank of Canada, $9,036,207; notes payable to 
the Government, $577,316; other advances by the Government, 
$388,832. 

In February, 1930, a 5 per cent 25-year bond issue in the amount 
of $9,400,000 was offered in New York and Canada. The issue is 
dated March 1, 1930, due March 1, 1955, and is uncallable.The 
entire issue is unconditionally guaranteed as to principal and interest 

'Report of Trade Commissioner WaIter J. Donnelly, Montreal, Sept. 16, 1927. 
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by the Government of the Dominion of Canada, by indorsement. 
The company's stock is owned by the Government.s 

Financial returfUI 

The Canadian National (West Indies) Steamships (Ltd.) sub
niitted its first. annual report on April 15, 1930, covering operations 
ended December 31, 1929. The operating revenue amounted to 
$3,332,683. Operating expenses were $3,780,524, resulting in a net 
operating loss of -$447,841, exclusive of depreciation' and interest 
charges on notes and advances. There was $227,315 charged to 
depreciation, and $442,740 represents interest charges, making a 
total book loss for the year of $1,117,896. 

POSTAL SUBSIDIES AND NAVIGATION BOUNTIES 

EASTERN CANADA-WEST INDIES SERVICES 

The West Indies trade agreement act, 1926, as approved April 25, 
1929, provided for the establishment of steamship services between 
Canada and Bermuda and West Indian ports, such services to be 
organized by the Canadian Government and contributed to by the 
various regions served. 

Services required under the act are divided into two groups, the 
eastern and the western. The former embraces, besides Bermuda, the 
Leeward Islands, the Windward Islands, Barbados, Trinidad, and 
British Guiana. Fortnightly mail, passenger, and freight service 
is to be provided by· vessels of 5,000 to 6,000 gross tons and not less 
than 12 knots speed, with an additional fortnightly freight service 
by smaller and slower vessels to certain of the ports. 

The western group embraces, besides Bermuda, the Bahamas and 
Jamaica. Fortnightly mail, passenger, and freight service by ves
sels similar in size and speed to those of the eastern group is to be 
provided for these islands, alternating with a fortnightly freight 
service to Jamaica direct. 

These services are now being carried on by the Canadian National 
(West Indies) Steamships (Ltd.). 

The pertinent sections of the law are quoted below. 

EASTERN GROUP 

AR'l'. IX. Subject to the ratification of the present agreement as hereinafter 
stated in Article XII, the Government of Canada will arrl1nge for a mail, pas
senger, and freight steamship or motor-ship service, to come into effect as soon 
as possible, and in any case within 15 months after the date of the ratification 
ot this agreement, between Canada, Bermuda, the Leeward Islauds, the Wind
ward Islands, Barbados, Trinidad, and British Guiana, on the following lines: 

1. A fortnightly freight, passenger, and mail service from Canadian oceah 
ports all the year round, calling each way at Bermuda, St. Kitts, Nevis, Antigun, 
Montserrat, Dominica, St. Lucia, Barbados, St. Vincent, Grenada, Tobago, 
Trinidad, and Demerara. 

2. The vessels shall be ot from 5,000 to 6,000 tons gross, capable ot main
taining an ocean speed of not less than 12 knots, and providing accommoda
tion for 100 first-class, 30 second-class, and 100 steerage or deck passengers, 
and shall be provided with 'tween decks, and cold-storage accommodations as 
required, but not less than 10,000 cubic feet. . 

• Moody's Marine Service •. industrial section, Mar. I, 1930, p. 1582. 



462 . SHIPPING AND SHIPBUILDING SUBSmmS 

3. In addition to the foregoing the Government of Canada will provide a 
fortnightly freight service with vessels of 4,300 tons or thereabouts dead weight 
and a speed of about 10 knots, from Canadian river ports in summer and from 
Canadian ocean ports in winter calling at St. Kitts, Antigua, Barbados, Trinidad, 
and Demerara. 

ART. X. The Government of Canada will stipulate in any contract entered 
Into for such steamship or motor-ship service that: 

1. There shall be reasonable proportionate allocation of passenger and cargo 
accommodation between the colonies mentioned in Article IX. As regards 
traffic from British GUiana, space shall be reserved on each sailing from that 
colony for 100 tons of inter-colonial freight. Until otherwise arranged, first
class berths for 20 passengers between Demerara and Trinidad shall also be 
reserved on each northbound vessel until 24 hours after the arrival of said 
vessel at Demerara; 10 of the said berths being also reserved for passengers 
proceeding north of Trinidad. 

Freight space and passenger accommodation shall be booked by the agents 
of the steamship company in order of priority of application. 

2. There shall be no unfair differentiation in rates of freight against the 
smaller colonies as compared with the rates to and from larger colonies situ
ated at a similar distance from Canadian ports. Fre:ght rates are to be sub
ject to the control of the Government of Canaua. 

ART. XII. Pending the establishment of such service the Government of 
Canada will use its best endeavors to maintain a fortnightly service on the 
existing lines. . 

The obligation of the Government of Canada to provide the steamShip service 
referred to in Article IX is dependent upon ratification of this agreement by the 
colonies of the eastern group or by those of them whose ratification is by the 
Government of Canada deemed essentiaL 

WEBTEBlII OBOUP 

ART. XIII. The Government of Canada undertakes to provide as soon as 
possible, and in any case within 15 months after the ratification of this agree
ment as provided in Article XVI, a fortnightly mail, passenger, and freight 
service between St. Lawrence ports in summer and such Canadian ocean ports 
in winter as may be designated by the Canadian Government, and calling both 
ways at Bermuda, the Bahamas, and Kingston, Jamaica, alternating with a 
fortnightly freight ser'fice between the said Canadian ports and Kingston, 
Jamaica, direct. 

1. Passenger steamers to be similar in size to those proposed for the eastern 
route, that is to say, from 5,000 to 6,000 gross tons, ocean speed 14 knots, ac
commodation for 100 first-class passengers, with 'tween decks, and refrigeration 
for about 70,000 stems of bananas, and also cold storage for Canadian meats, 
fish, butter, cheese, and other dairy products from Canada to the colonies and 
for fruit, green vegetables, etc., from the colonies to Canada. 

2. Each of the freight steamers shall olso have a speed of abont 10 knots and 
refrigeration for about 50,000 stems of bananas. 

3. A steamer operating on a fonnightly schedule connecting with the steamers 
specified in Article XIII-1 shall be supplied by the Government of Canada be
tween British Honduras and Kingston, Jamnica, of about 1.000 tons, speed 
10 knots, with accommodation for at least 20 first-class passengers, and cold 
storage. 

ART. XIV. 1. On representations being made by the respective Governments 
of Canada and Jama;ca, such Governments shall have the control of the alloca
tion of space for the carriage of bananas. 

2. If possible, arrangements will be made to have the eastern and western 
services connect at Bermufla. 

3. The Goyernment of Canada reserves the right to permit the vessels men
tioned in Article XIII to make calls at any other ports not mentioned in this 
agreement, upon condition that regular weekly sailings to and from Kingston, 
Jamaica, are maintained. 

ART. XVI. Pending the establishment of such services the Government of 
Canada wUl use its best endeavors to maintain a service every three weeks on 
the existing lines. 

The obligation of the Government of Canada to provide the steamship services 
referred to in Article XIII is dependent upon ratification of this agreement 
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by the colonies of the western group or by those of them whose ratification is 
by the Government of Canada deemed essential. 

AlIT. XVII. The rates of freight from Canada to Bermuda by the steamships 
operating under this agreement shall not exceed the rates charged to Nassau, 
Bahamas, and/or Kingston, Jamaica. in respect to the western group. or to 
Barbados, and/or Trinidad, and/or British Guiana in respect to the eastern 
group. 

AlIT. XVIII. 1. Freight rates on all services shall be subject to the control of 
the Canadian Government. The government of any colony shall be at liberty 
at any time to make representations to the Canadian Government in respect to 
such rates, to which the Canadian Government shall give the fullest possible 
consideration. 

2. There shall be reasonable proportionate allocation of passenger and cargo 
accommodation between the said colonies. 

This agreement is to remain in force for 12 years after its procla
mation, and thereafter until terminated by 12 months' notice given 
either by the Government of Canada or by the government of any of 
the said colonies; but in the latter case the-agreeinent will remain in 
full force and effect as to a,ny of the other colonies which has not 
given such notice. 

'CONTlWlUTIONB BY COLONIES 

The colonies of the eastern group contribute toward such steamship 
service in the following amounts annually: Barbados, £5,000 ($24,-
330); Bermuda, £1,500 ($7,300); British Guiana, £8,500 ($41,365); 
Leeward Islands, £2,500 ($12,165); Trinidad, £9,000 ($43,800); 
Windward Islands, £2,500 ($12,165); total, £29,000 ($141,125). If 
it is found impossible to call at Tobago, the contribution of Trinidad 
will be decreased by £1,500. 

Of the colonies of the western group, Bermuda contributes £2,000 
($9,700) annually, the Bahamas £2,000 ($9,700), British Honduras 
£2,000 ($9,700), and Jamaica £12~OOO ($58,400), a total of £18,000 
($87,500). 

The total contribution made to the Canadian Government by West 
Indian governments amounts to $228,000 annually, which may be 
considered as an offset to any operating losses incurred in the main
tenance of the services. 

EFFE<1r 01' WEST INDIES TRADE AGBEl!lMJ!lNT ACT OF 1926 

In considering the losses undertaken by the Dominion Government 
in the operation of the Canadian National (West Indies) Steamships 
(Ltd.) through the Canadian National Railways, which during 1929 
amounted to $1,117,8961 it should be noted that as offset, in addition 
to the contributions ot the various British territories toward this 
operation, the Dominion subsidies for steamer services to the West 
Indies have ceased. 

At the time the West Indies trade agreement act was arranged the 
Dominion Government, was subsidizing the Royal Mail Steam 
Packet Co. to the extent of about $340,000 a year. For 1926 the 
expenditure was $318,949. In 1927, this was reduced to $180,000 
and in 1928 terminated. Thus to the total contribution of the West 
Indies of $228,000 should be added the saving in direct payments 
of $340,000, or a total credit of approximately $568,000. The net 
cost to the Dominion Government still remains greater than under 
the direct subsidy to the Royal Mail Steam Packet Co;, but such 
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losses are -made in the interest of Canadian vessels instead of other 
British vessels, and trade development may reduce the losses. 

WESTERN CANADA-WEST INDIES SERVICE 

In 1926 a subsidized service was established between Vancouver 
and the British 'Vest Indies by the privately owned Canadian Trans
port. Co., the vessels calling at Port of Spain, Trinidad, and, if 
suffiCIent car~o offers, at any port or ports on the northeast coast of 
South AmerIca; and also, if cargo offers, at Barbados and at ports 
in the Leeward and Windward Islands. The Canadian :Minister 
of Trade and Commerce stated in 1929 9 that, due to this service, 
86,000 tons of freight were carried from British Columbia to the 
West Indies, and that valuable lumber business had been developed. 
In connection with the estimates for subsidized services he said: 

I contend that Canada, in view of her export trade in manufactured goods, 
rendered possible by the services, can well. afford, where necessary, to sub
sidize transportation to every country in the world. • ., • I do not believe 
that there is any form of government assistance which will be shown in the 
future to be of such importance to this Dominion as the assistance which we 
are giving to those who employ labor in the country, to find markets for their 
products in foreign fields." 

Eight to twelve sailings a year are to be made at intervals of four to 
eight weeks, according to the amount of cargo offering. Vessels 
employed are steamers or motor ships of not less than 7,000 tons 
dead weight. 

The maximum annual subsidy is not more than $48,800, payable 
at the rate of $3,000 for each single trip from Vancouver to Trini
dad, to~ther with $700 for every call at Jamaica and $900 for every 
call at tlritish Guiana. The budget estimates for 1931-32 provide 
$39,840 for this service. 

Canadian trade comInissioners and their wives and children and 
Canadian commercial agents are carried free of charge, as in the 
case of services previously mentioned. 

Through bills of lading are to be issued from any Canadian load
ing port to any ports in the British West Indies which may be 
reached by connecting lines from Trinidad. Mails are to be carried 
free of charge. 

OVERSEAS SUBSIDIZED SERVICES 

Besides the West Indies services just discussed, the Canadian 
Government subsidizes steamer services to Africa, South America, 
Australia, and New Zealand. As these subsidies in most cases are 
paid to other than Canadian vessels, they may be considered more 
nearly trade-route subsidies than a direct aid to Canadian shipping. 

The Canadian Post Office Department pays trans-Pacific steamers 
$1 per cubic foot for mails carried to trans-Pacific destinations. In 
addition to features described below, all contracts stipulate that 
payment of the subsidy is subject to the provision of the necessary 
funds by a vote of the Parliament of Canada. 

• Budget "peecb, House of Commons, Mar. 14, 1929 . 
.. CaD'''fia" House of CommoDs, Debates. Mal'. t.4, 19211. 
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BEBVICDiI TO AFRICA 

Since 1902 the Elder, 'Dempster Co., of Liverpool, has maintained 
subsidized services between Canada and South Africa at an average 
annual subsidy of about $125,000 for monthly sailings. For the 
years 1926-27, 1927-28, and 1928-29 the annual estimates were $100,-
000; for 1929-30, $125,000; for 1930--31, $150,000.11 For 1931-32 the 
amount proposed in the budget estimates was reduced to $120,000. 

Sailings are from Montreal in summer and from St. John in 
winter, with calls at Cape Town and at not less than two other 
South African ports and extending each voyage to Beira, Portuguese 
East Africa. In addition to these calls, the contractors, at their 
own option, frequently call at Sierra Leone, West Africa, trans
shipping cargo there for West African ports. They also make 
optional calls at Lourenco Marques in Portuguese East Africa.12 

The required sailings number 12; but this number is exceeded 
when the traffic demands, and such excess sailings receive no subsidy 
and are not required under the contracts. Equipment consists of 
vessels of not less than '5,000 dead-weight tons capacity and not less 
than 10 knots speed, and fitted with refrigerated space. Passenger 
accommodations are not required, although many of the vessels are 
equipP.fld to carry a few passengers. . 

Mails are carried free from Canada to South Africa (one way). 
The contract provides against discriminations against shippers of 
Canadian goods and products, who shall have precedence for Cana
dian goods and products over all other shippers, and freight and 
passenger rates are SJIbject to the approval of the Minister of Trade 
and Commerce. The contractors are also to furnish freight and 
traffic returns and other documents showing the volume and extent 
of the trade carried. 

Canadian trade commissioners and their wives and children and 
Canadian commercial agents are to be furnished with free trans
port.ation. 

In 1930 another contract was concluded with this company for 
services to British East Africa, under the terms of which monthly 
sailings were to be made from Montreal in summer and from Halifax 
or St. John in winter, with calls at the Azores (contractors' option), 
Gibraltar, Malta, Alexandria, one- port in Palestine, Port Said, Suez, 
Aden, Mombasa, Tanga, Zanzibar, and Dar-es-Salaam, also at Port 
Sudan. The vessels in this service were to be of 6,000 dead-weight 
tons and 10 knots speed. In other respects the contract conditions 
were similar to the South African contract. 

The subsidy was to be $13,750 per trip, or at the rate of $165,000 
annually. COmmercial Attache Lynn W. Meekins reported on March 
21,1931, that this contract had been suspended until January, 1932 
owing to adverse economic conditions. The budget estimates fo~ 
1930--31 provided $96,250 for this service, and the estimates for 
1931-32, $41,250. ' 
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BERVIOB TO NEW Zl!lALAND 

For many years steamship services have been maintained between 
Vancouver and Australia on a subsidized basis by the Canadian 
Australian line of steamers of the Union Steamship Co. of New 
Zealand, the service being opened in 1892. 

There are 13 sailings a year. The contract specifies that the service 
is to be performed by the Niagara and Aorangi or substitute steam
ers or motor ships approved by the Minister of Trade and Commerce. 
The vessels employed are warranted to be of the highest class and to 
be fitted with the most approved propelling and other machinery, 
with ample saloon and cabin accommodation for at least 130 passen· 
gers. They are also equipped with cold-storage facilities. 

Passenger and freight rates are subject to the approval of the 
minister. The freight rates to New Zealand may not at any time 
exceed the current rates charged by the Union Steamship Co.'s mail 
steamers from San Francisco to New Zealand, and passenger rates 
to New Zealand shall not exceed the J?assenger rates charged during 
the same period in the opposite directIOn. All passenger and freight 
rates are subject to the approval of the minister. 

Mails are carried free of charge to the Post Office Department of 
Canada, and the contractors have to provide suitable accommodation, 
when required, for sorting and making up the mails on board the 
contract steamer, including, if required, first-class accommodation 
for not more than two officials of the Canadian Government. The 
value of the free-mail-carriage provision was estimated by the Minis
ter of Trade and Commerce to be $68,000. 

Canadian trade commissioners, and their wives and children, and 
also Canadian commercial agents must be granted free transporta· 
tion upon the request of the minister and when the said trade com
missioners or commercial agents are traveling upon official duties 
or being transferred from one official post to another. 

The annual subsidy is $100,000, in addition to which thecontrac
tors receive £20,000 per annum from the Government of New Zealand 
(reduced to £18,000 for 1931~2) as a subsidy toward that portion 
of the service from New Zealand. to Canada. The contractors also 
receive about $25,000 per annum as subsidy from the Government of 
Fiji. The contracts between the steamship company and the Govern
ments of Canada and New Zealand run concurrently, and in each 
case the present contract was to expire on March 31, 1931. The 
budget estimates for 1931~2 provide $80,000 for this service. 

In addition to the direct contribution of approximately $25,000 
annually to the Canadian-Australian line, the Fiji Government ex
empts the Union Steamship Co. from light dues estimated at $14,500 
per year. The contract is renewed annually. Recent discussion by 
Fiji authorities indicates that the light-dues f;lxemption will be dis
continued. It is also desired that the ships remain in the port of 
Suva at least six hours during the period 8 a. m. to 9 p. m. The 
reasons stated for the ·reductIOns of concessions are that the in
creased earnings through increased frei~ht and passenger traffic 
justifies the decrease. Further, a United States line (the Matson 
Line) now offers alternative mail service.lI 

I, Report of Consul Quinc), F. Robe-rts, Suva, FIJI, Nov. Iii, 1929. 
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The period of transit of the mails between Vancouver and Auck
land is not to exceed 18 days, including one day's detention at Hono
lulu. If the mails are not conveyed within that time, a deduction of 
$180 is to be made for every complete period of 24 hours occupied 
in excess of 18 da'ys. 

No discriminatIon is to be made against any Canadian port, rail
.way, merchant, or shipper. 

SEBVICII '1'0 AUII'nlALIA .AND CHINA 

In 1929 a new subsidized service was inaugurated between British 
Columbia and Australia by Canadian vessels primarily for the pur
pose of providing additional facilities for the export lumber trade. 

Consul Harold S. Tewell, Vancouver, reported December 11, 1928, 
that the Canadian Government Merchant Marine (Ltd.) maintained 
regular cargo services between Vancouver and Australia until 1924, 
when the service was withdrawn owing to lack of return cargo for 
Canada. It was claimed that with the abandonment of the service 
the Canadian lumber exports to Australia fell off from one-third 
of Australia's lumber requirements in 1923 to one-sixth or one
seventh during the following years. Accordingly, the Canadian 
lumber interests made representations to the Dominion Govern
ment with a view to establishing preferential tariffs in favor of 
Canadian lumber going to Australia and for additional steamer 
services for lumber movement. 

It was stated that during the four years in which the Canadian 
Government Merchant Marine (Ltd.) maintained services to Aus
tralia ~ritish Columbia supplied 30, 42, 36, and 33 per cent, respec
tively, of Australian imports of Douglas fir, while in the four years 
following the discontinuance of the service British Columbia sales 
to" Australia dropped to 17, 13, 15, and 13 per cent, respectively. 

British Columbia lumber interests organized the Australian Brit
ish Columbia Shipping Co., capitalized at $200,000 and said to be a 
subsidiary of the H. R. McMillan Co., of Vancouver, a leading Pacific 
Coast lumber exporter~ The company operates a service between 
British Columbia. and Australia and/or China, the vessels sail
ing from Vancouver and also from three or more of the following 
loading ports in British Columbia: BarnetJ?ollarton, N anoose Bay, 
Chemainus, Victoria, Port Alberni, New westminster, and Fraser 
Mills, as may be required, sailing. direct to Sydney or Melbourne, 
Australia, or to a port or ports in China, at the option of the minister. 

The contract requires that 12 sailings be made each year. Vessels 
employed are steamers or motor ships of not less than 7,000 dead
weIght tons, capable of carrying approximately 4,000,000 feet board 
measure of lumber. 

The annual subsidy is $92,400, payable at the rate of $7,700 for 
each single trip, and the contract will expire on July 31,1932. This 
is a I-way service only. 

Canada's budget estimates for 1931~2 show a reduction in the 
allowances for this service, the amount being curtailed from. $92,400 
to $73,920. . 

The usual stipulation for the free tran..<:portation of Canadian 
trade commissioners and others is included in this contract. Freight 
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rates are subject to the approval of the minister, and the contractors 
undertake not to belonS' to the Trans-Pacific Conference. 

Mails are to be carried free of charge, as may be required by the 
Post Office Department. 

TOTAL GOVERNMENT EXPENDITURES FOR SUBSIDIES 

The subsidies voted by the Dominion Government for mail serv
ices, both domestic and overseas, have been greatly reduced since the 
World War. Thus an annual appropriation of $1,000,000 for trans
Atlantic services to Great Britain and $375,000 to the Canadian 
Pacific Railway for trans-Pacific services in 1914-15 have been dis
continued in favor of mail payments on a weight basis. In addition, 
an annual subsidy of $200,000 for trans-Atlantic services to France 
has been discontinued. The total budget estimate for 1914-15 was 
$2,922,367, while in 1928-29 the estimate was $844,591. This was 
increased to a total of $1,394,077 for 1930--31 but again reduced to 
$1,052,220 for 1931-32. 

Expenditures by the Dominion Government for subsidized serv
ices, both local and transoceanic, are shown in Table 107. 



TABLE 107.-ExPENDITURES BY CANADIAN GOVERNMENT FOR SUBSIDIZED SERVICE, 1898-1932 

Fiscal year I 
Total 

approprl· 
ations 

1898.................... ..•..•• $689, 773 
1899.......... ........ ......... 684,066 
1900...... ...... ............... 699,832 
1001........................... 629,198 
1002............ ....... ........ 624,966 
1003..... ......... ............. I 765,636 
1904............ .... ........... 851,748 
1905............ ...... ......... 1,027,076 
1006..... ...................... 1,227,660 
1907 ........................... 81,128,877 
1908........... ........ ........ 1,690,384 
1901l............. .............. 1,684,683 
1910......... ••. ............... 1,736,373 
1911........................... 1,918, 941 
1912................. ..... ..... 1,904,613 
1913...... ..................... 1,962,626 
1914....... ........... ......... 2,383,687 
1916.............. ............. 2,162,633 
1916....... ..... ..... ...... .... 1,768,757 
1917 ........................... 1,990,682 
1918........................... I, 863, 320 
1919.......... .......... ....... 1,391,850 
1920........... ........ •••. .... 1,632,906 
1921..... ..... ....... .......... 1,094,609 
1922....... .•.. ........ ........ 1,105,896 
1923.... ....... ................ 1,070,684 
1924.. ............ ............. 1,105,087 
1926........................... I, 055, 643 
1926.......... ................. 1,078,038 
1927............ ............... 1,008,999 
1928....... .................... 844,591 
1929........ ....... ............ 1,026,376 
1930.................. ......... 1,083,436 
1931..... ..... ......... ........ 1,276,050 
1932........................... 1,052,220 

canRdal Canada 
and West Canada and New 
I~~~:~r an'd South Ze~:nd 
America, Africa Australia, 
or botb or .botb 

$78,000 
78,000 
78,000 
80,700 
64,331 
79,500 
79,600 
65,700 
65,700 
48,012 
63,610 
65,700 
66,700 
65,700 
65,700 
94,939 

161,602 
830,897 
340,666 
340,666 
334,116 
222,748 
340, 667 
327,564 
340,667 
340,667 
321,706 
336,164 
318,949 
180,333 

100,000 
110,000 
156,000 
136,840 

"'97;707" 
146,000 
146,000 
133,833 
97,333 

146,000 
146,000 
146,000 
146,000 
146,000 
146,000 
146,000 
146,000 
146,000 
146,000 

. 86,167 
60,833 

133,833 
146,000 
133,833 
121,667 
146,000 
125,000 
100,000 
100,000 
100,000 
125,000 
114,683 

• 246, 250 
• 161,250 

Canada 
and 

China 
and 

Japan 

Canada a~a~~~. St John S~ Johg ~. fOhn, 
and chester. and Blin ~:d .. :~~x, 

FraDl'e England Glasgo\\' Belfa.t London 

CnnRda 
and 

Mexico 
and 

Atlantic 
and 

Pacillc 
OceRn~ 

I Fiscal years ended June 30, 1898--1906, and Mar. 31, 1907-1932. 
• Canada Yearbook sbows tnis total as $799,286. 

• Nine months . 
• Includes East Africa . . 

Sources: Canada Yearbook lor figures up to 1930; budget estimates lor figures for remaining years. 

nomax, 

StN!C: .. D1 
Canada T .. ocal and 

found. and Gr.eat all others 
l:md, 8ntl Britam 
Liverpool 

$108,391 
88,029 
91,796 

105,744 
109,607 
98,670 

126,698 
176,961 
190,284 
166,279 
208,691 
2.14,923 
253,220 
289,336 
308,929 
346,417 
387,992 
398,020 
393,824 
374,666 
372,040 
313,002 
367,176 
356,303 
416,005 
488,717 
606,873 
610,874 
559,089 
613,281 
644,591 
698,192 
697,253 
681,400 
601,210 



470 SHIPPING AND SHIPBUILDING SUBSIDIES 

The groupin~ shown as "Local and all others" comprises 47 serv
ices of domestlc or local character between regions accessible only 
by water or where mails may be expedited by such service. In 
amounts these items range from $400 to $85,000 annually. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The following statement on the reservation of the Canadian coast
ing trade to Canadian or British vessels was prepared by Assistant 
Trade Commissioner A. H. Thiemann, Ottawa., June 5, 1929: 

The coasting trade of Canada is governed by. Part XVI of the Canada 
shipping act, sections 932 to 940, Revised Statutes of Canada, 1927, and the 
regulations which have been issued under these laws. Although coasting 
tJ.:ade is included in the Canada shipping act, laws and regulations concerning 
it are administered by the. Department of National Revenue rather than the 
Departlnent of Marine and Fisheries. 

By .. the coasting trade of Canada" is meant the carriage by water of 
goods or passengers from one place In Canada to another place in Canda . 
.. British ships" are all ships belonging wholly to persons qualified or entitled 
to be owners of British ships under the merchant shipping act, 1894, or any 
other similar act of the Parliament of Great Britain. 

Foreign-built British ships, whether registered in Canada or elsewhere as a 
British ship, must obtain a license from the Minister of Revenue before being 
allowed to engage in the coasting trade of Canada. This license is issued upon 
application and upon the payment of a duty of 25 per cent ad valorem on the 
fair market value of the hull, rigging, machinery, boilers, furniture, and apI,ur
tenances of the ship. Foreign-built vessels captured or seized during the 
World War by British forces and condemned as prizes of war, or ceded 
by enemy states to Great ·Britain by the Reparation Commission under the 
peace treaties following the war, and placed on British registry, are regarded 
as British-built ships under this part of the customs tariff and as such are 
entitled to engage in the coasting trade of Canada without the payment of duty. 

No goods or passengers may be carried by water from one Canadian port to 
another except in British ships, the penalty for infraction being a fine of 
$400 and forfeiture of the goods carried. The collector of customs may detain 
such ships until the penalty is paid or until security for payment has been given 
to his satisfaction. A penalty of $400 must also be paid by the master of any 
steam vessel not a British ship used for towing a ship or raft from one place 
in Canada to another, except in case of distress. Penalties under this part of 
the Canada shipping act may be recovered and enforced in the mauner provided 
by the customs act. 

The Governor in Council has the power to suspend the coasting laws for a 
specified period, either throughout Canada or in any specified Canadian 
waters. Foreign ships may also be privilegcd to operate In the coasting trade 
of Canada under section 939, which reads: 

.. Where, by treaty made before the thirteenth day of May, one thousand 
eight hundred and sixty-nine, Her late Majesty, Queen Victoria, agreed to 
grant to any ships of any foreign state such rights or privileges in respect of 
the coasting trade of Canada, those rights and privileges shall be enjoyed by 
those ships for so long as Her late Majesty agreed, or His Majesty the King 
may hereafter agree. to grant them." 

The Governor in Council may grant yearly coasting licenses to British ves
sels navigating the inland waters of Canada above Montreal. A fee of 50 
cents for each license may be directed. The master of a 'l"essel navigating 
these waters Dot having a coasting license must pay a fee of 50 cents if his 
'l"essel Is Dot over 50 tons burthen and $1 it the vessel is more than 50 tons 
burtheD to the collector of customs upon entering any port in Canada and a 
like fee upon making clearance. These fees may be reduced or readjusted by 
the Governor In Council, but they may not be increa!':ed. Vessels merely pass
Ing through a Canadian canal without breaking bulk are not liabltl to these 
fees. 
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In the autumn an order in council. is usually issued allowing United States 
vessels to take grain at one Canadian port, to store it through the winter, and 
to unload it at a Canadian port in the spring. Many American shipowners take 
advantage of this privilege. This privilege is also extended to aU countries 
which have made most·favored-nation treaties with Canada. 

EXEMPTION FROM FISCAL CHARGES 

As a member of the general system of imperial preference that 
exists between the component parts of the British Empire, Canada 
plays an important role. The policy of preferential Empire duties 
instituted by Canada on September 24,1897, has been extended under 
various agreements so that· preference now covers many British 
products. 

PREFERENTIAL RAILWAY RATES 

The maritime freight rates act of 1927 is a railway measure 
directly, affects ocean frei~hts indirectly, and takes its title from the 
Maritime Provinces in wnic~ it is effective. The purpose of this 
law is to give certain statutory advantages to persons and industries 
in the three Maritime Provinces of New Brunswick, Nova Scotia, 
and Prince Edward Island through approximatelY.20 per cent reduc
tion in railway-frei~ht rates on what, for the purpose of the act, were 
designated as the eastern lines" of the Canadian National Rail
ways. The territory included also part of Quebec, comprising lines 
extending from the southern provincial· boundary near Courchesne 
to Diamond Junction and Levis. 

The 20 per cent reduction in freight rates applies -in certain pre
ferred movements (sec. 4) as follows: 

(a) On local all-rail traffic between points on the eastern lines; 
(b) On all-rail westbound traffic beyond Diamond Junction or 

Levis a reduction of 20 per cent on the proportion of the 
total charge represented by the movement over the eastern 
lines; 

(0) On overseas export traffic the reductions apply from points 
in the eastern lines to an ocean port. . 

The reduced rates do not apply to (sec. 5) : 
(a) All-rail traffic outward or inward to or from the United 

States; 
(b) Eastbound traffic from points within Canada beyond the 

eastern lines to points within the eastern lines; 
(0) Import traffic into Canada originating overseas; 
(d) On passenger or express movement. . 

The rates are defined under section 7 as statutory rates and are 
not based upon the principle of fair return; Accordingly all 
accounts of the Canadian National Railways for the eastern lines 
are kept separately, and in case of a deficit on these lines such defi
cit is included in the bud.~et estimates submitted to Parliament on 
behalf of the Canadian .N ational Railways at the first session of 
Parliament following the close of the fiscal year. The eastern lines. 
therefore include as revenue only the actual freight received under 
the reduction. During the period July-December, 1927, the eastern 
lines reported a loss in revenues due to the reductions in rates of 
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$931,810.U For the year ended December 31, 1929, the contribution 
of the Government under the 20 per cent reduction was $2,438,075.15 

Other railways operating in the select territory are allowed to 
reduce their rates similarly and bill the Board of Railway Commis
sioners of Canada for the difference in freight receipts due to such 
reduction. These bills are included in the revenues of such rail
roads, and there is no reduction in revenues due to the effects of the 
act. Such bills are met by separate appropriations by the Parlia
ment. For the six months, July-December, 1927, $421,655 was paid 
to privately owned railways under the provisions of the act. 

1< Canada Yearbook. 1929. p. 656. 
16 Select Standing Committee on Railways and Shipping, Minntes No.3, May 15, 1930. 



CHILE 
ECONOMIC DEVELOPMENT AND SHIPPING 

Consideration given by the Chilean Government to its national 
shipping during the past few years has resulted in several measures 
of indirect and direct aid to the Chilean merchant marine, the last 
being a law which became effective January 1, 19;!0, providing subsi
dies for transportation services from Chile to Argentina, Uruguay, 
and Brazil by way of the Strait of Magellan. The policy of Govern
ment aid in the development of shipping in Chile is not new; for a 
century the Government has offered concessions in the development of 
water communications between the various communities of the 2,700-
mile seacoast. 

NATURAL CONDITIONS AFFECTING SHIPPING 

Its very shape makes of Chile a nation dependent upon water com
munication. Walled off from the Atlantic and from the Argentine 
plains by the lofty cordillera of the Andes, and almost cut off on 
the south by the channels and fjords of the Magellan territory, the 
Republic is also difficult of access from the north because of the 
Atacama desert. 

Chile does not have dominions or protectorates. It owns tlle San 
Felix, Juan Fernandez, and Easter Islands about 350 miles west of 
the continent, but their commerce with the mainland is so small that 
no specific mention is made of them in the navigation laws. They are 
not ports of entry for foreign vessels, and concessions for supplying 
the few inhabitants are granted to certain firms, which also transport 
the products of the islands. 

POLITICAL CONDITIONS AFFECTING SHIPPING 

From earli~st times Chilean trade was limited to Spanish ships 
through a decree issued by the Viceroy ·of Peru under orders from 
Spain that all transportation of merchandise and arms" shall hence
forth be made on His Catholic Majesty's galleons only." The Gov
. ernor of Chile· was authorized to permit local owners to trade along 
the Chilean coast only: The Peruvian earthquake of 1685 ruined 
agricultural prospects in that country for a time and created a market 
for Chilean grain and for the carriage of the grain. Later there was 
an influx of French tonnage following a trade agreement between 
France and Spain, afterwards withdrawn. 

With the establishment of Chile's independence in 1810 the Govern
ment junta decreed: "From this date the ports of Valparaiso, Tal
cahuano, Coquimbo, and Valdivia are open to free commercial inter
course with foreign powers and allies and friends of Spain as well as 
the neutral countries." 

85083-32---32 473 
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MEASVRES IN AID OF SHIPPING 

The principal general measures in aid of national shipping were 
taken by the Chilean Government during the decade 1920-1930. In 
this respect five general laws were promulgated: 

1. Reservation of Chilean coastal trade to vessels of Chilean na
tionality, by law No. 3841 of February 6, 1922, with subsequent 
amendments; • 

2. Coal-carrying bounties to Chilean vessels according to law No. 
4248 of January 9, 1928; 

3. Nitrate carrying bounties to Chilean vessels according to derree 
No. 4281 of October 6, 1928; 

4. General financial guaranties for Chilean vessels operating 
through the Panama Canal, according to law No. 4249 of January 
9, 1928; 

5. General financial guaranties for Chilean vessels 0ferating to 
Argentina, Uruguay, and Brazil by way of the Strait 0 Magellan, 
law No. 4602 of June 18, 1929, effective January 1,1930. 

These several measures are discussed in later pages. 

THE CHILEAN COMMERCIAL FLEET 

As far back as 1821 an attempt was made to introduce steam navi
gation in Chile. In that year an English vessel was brought to 
Valparaiso. A year earlier the Chilean Government had agreed to 
a proposal of a citizen of the United States to bring a steamboat 
to Chile in return for a monopoly of this type of navigation in 
Chilean waters for 15 years. The only requirement was that a 
number of Chilean officers and sailors should be employed. Nothing 
came of the arrangement. 

A citizen of Massachusetts, William Wheelwright, was the founder 
of steam shipping in Chile and of what later became the present 
Pacific Steam Navigation Co., which for nearly a century has be.en 
prominently associated with Chilean water-borne commerce. Until -. 
about 1870 the vessels were under Chilean registry and since 'that 
time under British registry. Mr. Wheelwright promoted the com
pany from 1825 to 1840, during which time he was granted, by a 
law of August 25, 1835, a 10-year monoply of steam navigatIOn. 
By 1840 the first two steamers were placed in service! backed by 
capital part of which was subscribed in South AmerIca and the 
remainder in Great Britain. . 

GROWTH OF THE MERCHANT l!rIA.RINE 

The following table, based upon Lloyd's Register data, is an anal
ysis of Chile's commercial tonnage in vessels of 100 gross tons or 
more: 
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TABLE lO8.-GBOWTH OF THE CHILEAN CoMMERCIAL FLEET 

luly 1- Total 
fleet 1 

Power
driven 

vessels 1 

SBillng 
vessels 1 lulyl-

Total· Po:wer• SBillng 
fleet 1 v~~!: 1 vessels 1 

-----I-----~,,------I---------

1913 _______ .--------1914 _______________ _ 
1915 _______________ _ 
1916 _______________ _ 
1917 _______________ _ 
1919 _______________ _ 
1920 _______________ _ 
1921. ______________ _ 
1922 __ ~ ____________ _ 

Gr ... 
I .... 

145,252 
139,792 
125,917 
128,592 
119,714 
101,647 
103,788 
113,447 
131,401 

Gr .. . 
I .... ·. 

IOS,834 
los. 491 
96,473 

100,320 
92,820 
82,812 
1l!!,612 
99,567 

121,122 

1 Vessels of 100 gross tons and upwards. 

Source: Lloyd'. Register of Shipping. 

GrOll 
I .... 
36,418 
31,301 
29,444 
28,272 
28,894 
18,835 
15,176 
13,880 
10,279 

1928. ______________ _ 
1924 _______________ _ 
1925 ______ , ________ _ 
1926 _______________ _ 

~~::::::::::::::::I 1929 _______________ _ 
1930 _______________ _ 
1931. ______________ _ 

Or ... 
I .... 

171,958 
181,092 
185,758 
179,712 
162,378 
170,864 
154,563 
193,131 
184, 298 

Gr ... 
I .... 

163,634 
161,011 
165,900 
164,080 
151,695 
159,568 
144,420 
164,973 
180, 115 

Gr ... 
I .... 

8,324 
20, OSI 
19,858 
15,632 
10,683 

- 11,296 
10,143 
8,158 
4,183 

Chile has 40 vessels of more than 2,000 gross tons, 23 of which 
exceed 3,000 gross tons. 

PROPOSED FUSION OF NATIONAL COMPANIES 

According to a report drawn up by a special Government com
mission, Assistant Trade Commissioner Orion J. Libert, of Santiago, 
advises under date of November 22, 1930, a proposal was made and 
presented to various Chilean shipping interests recommending the 
fusion of their companies into a natIonal organization. The new 
organization practically will involve the fusion of all Chilean ship
ping compames and have the monopoly of coastal freights.1 In 
addition, the Government holds in prospect an arrangement to be 
made with "Cosach" (Chilean nitrate combine), which might be 
given preferential treatment for transportation of nitrate. 

Regarding the significant features of the projected fusion, the 
Minister of Foreign Affairs and Commerce stated that this merger 
will eliminate competition between the existing companies and per
mit services to every port in the country with fixed itineraries. lil 
its announcement the Government stressed the point that the com
bine will in no case be authorized to raise present passenger and cargo 
rates, which will be studied, fixed, and controlled by the state. The 
Government will also actively participate in this new entity in order 
to assure its efficient operation. lil this connection the Government 
intends to organize a combination land and maritime transportation 
system to facilitate and lower the cost of transportation of merchan-
dise both within and out of the country. -

ESTllCATJ!:I) VALUE OJ!' NATIONAL lI'LEET 

It was considered advisable to estimate the value of each ship 
which will compose the fleet of the new company. lilformation on 
this subject was requested from the various companies, but as only 
a few replied the commission made an estimate of the values from 
balance sheets published by these companies. . 

I It Is to be remembered that the laws of 1922 and 1927 re~erved coastwise shipping 
to the national merCB.Jltlle marine. 
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Based upon that analysis the following represents the value of 
the vessels: 

TABLE 109.-VALUATION OF NATIONAL MERCHANT MARINE 

Item P"-<:(JS 

Value of sbare or contribution of tbose companies whicb furnisbed information 

Equivalent 
in Unitod 

States 
currency 1 

requested__ ___________________________________________ _____________________ 91,371,458 $11,116,250 
Estimated value of contribution as taken from tbe balance sbeets publisbed 

by tbose companies wbicb failed to furnisb tbe requested data______________ 14,500,000 1,764,070 
Estimated value of contribution of tbose companies whicb did not furnisb data 

nor publlsb balance sbeets__________________________________________________ 13,220,000 1,601>,345 

Divid~o~ f~~o':s~f ships _____________ -- -- -----------------------------------li--1-19-, -09-1,-458-1
1--14-'---, 488---',-66-5 

New ships purchased from sbipyards_____________________________________ 37,000,000 4. SOl, 420 
Secondband ships ___________________________________________________ -----i 82, 091, 458 9,987,245 

I Converted at tbe par rate of $0.12166 to tbe peso. 

As most of the minor firms informed the commISSIOn that they 
would be obliged to liquidate their respective businesses, the Govern
ment appointed a subcommittee to determine the best means of re
concilin~ conflicting interests. Taking into consideration that ~en
eral busmess conditions have in any case threatened them with diffi
cult problems to solve, it was proposed that the value of the second
hand vessels be placed at 50 per cent of the figure given in the above 
statement. On this basis the value of the new company would be: 
Ships less than 5 years old built at shipyards in accordance with 
needs of the coastal service, 37,000,000 pesos ($4,501,420); se<!ond
hand ships, 41,045,729 pesos ($4,993,620); total, 78,045,729 pesos 
($9,495,040). -

It~:UUL'TION OF 'roNNAGi':---GOVERNMEN'!' LOANS 

Concluding, the assistant trade commissioner said: 
It Is interesting to note that the total ('argo handled in 1029 wa~ 71)4,610 

metric tons. With the belief that cargo to the north of Chanaral will fall off 
by 50 per cent after the .. Cosach" is organized, the total cargo northward i:; 
estimated at 595,020 metric tons, which would require only half of the tonnage 
now available for the purpose. Accordingly, the Government considers it im
perative that the national shipping interests should be given preference in the 
handling of nitrates for the .. Cosach." 

As there would be a surplus of 30,000 gross tons, the proposed new company 
will be required to reduce its tonnage by withdrawing some 13 or more of the 
older ships from service. On this basis it is calculated that there will be a 
gross protlt of 13,350,000 pesos ($1,624,160 at par), taking into account a State 
l'ubsldy of 4,000,000 pesos ($486,640) .. With half in cash and half in shares, 
the capital of the new company is given at 39,022,864 pesos ($4,747,520), 01' 
half the inventory value of its property. 

For the payment of 50 per cent of current debts, it will be necessary to ob
tain a loan from the Govermnent of 40,000,000 to 45,000,000 pesos, payable 
within 25 years, at 6 per cent interest. In addition, an annual reserve of 
5,000,000 pesos would be required for writing off tpe depreciation of the whole 
tleet covering a period of 16 years. 

Of particular interest are the recommendation of the commission that the 
transportation of passengers between Chilean ports be reserved to national 
shipping and the sug~estion that special arrangements be made with foreign 
companies at present operating at the various Chilean ports, to enable them 
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to continue their shipping service. The commission also proposed that legis. 
lation he passed requiring at least 75 per cent of the capital of the new company 
to be held by Chileans. 

POSTAL CONTRACT SERVICES 

CONTRACT OF 1921 

The Pacific Steam Navigation Co. was for many years granted 
a postal subsidy by the Chilean Government in return for the main· 
tenance of a regular fortnightly service between Liverpool, Val
paraiso, and Callao. Completion of the Transandine Railway from 
Valparaiso and Santiago to Buenos Aires provided a much expedited 
mail service to and from Europe and changed the nature of the 
Chilean subsidy to this company. The opening of the Panama Canal 
in 1914 did not materially reduce the period of mail transit between 
Valparaiso and New York, as formerly the mail was transferred 
across the Isthmus of Panama, as were the European mails. The 
mails between Chile and the United States were carried by the Grace 
Line, which received varying amounts for the services. 

In 1921 the Chilean Government concluded a 5-year contract with 
the Pacific Steam Navigation Co., under which the company agreed 
to carry mails free of charge by way of the Strait of Magellan or 
by the Panama Canal from Chilean ports to Liverpool; and to 
grant a rebate of 25 per cent in passenger fares to members of the 
Chilean Army or Navy or civil service between Valparaiso and 
Liverpool or intermediate ports and a. 15 per cent rebate from 
Cristobal and New York. The Chilean Government received a re
bate of 25 per cent on the fares it paid for immigrants and colonists 
between Liverpool and Valparaiso and intermediate ports and a 
reduction of 25 per cent on the freight rates for the Government 
cargo so carried. 

In return for these concessions the Government agreed to give 
the company preference in all such forms of transportation, also 
prompt dispatch, the use of the Government dry docks at 50 per 
cent reduction on usual rates, and preference in the use of cranes. 

NAVIGATION BOUNTIES 

VESSELS OPERATING THROUGH PANAIIA CANAL 

Following the enactment of coastal-restriction laws in 1922 (see 
p. 483) little was done until 1927 toward encouraging Chilean vessels 
to enter the foreign trades. Two or three Chilean companies main
tained services to Peru and Ecuador, to Argentina, and to New York, 
the most important of these being the South American Steamship 
Co. (Compaiiia Sud Americana de Vapores). . 

In the early part of 1927 the South American Steamship Co. 
disposed of its two principal vessels, the Teno and the AconcUflua, 
to the North German Lloyd. During progress of the negotiatIOns 
Government objection to the sale developed, based upon the loss to 
the Chilean merchant marine of its two largest units, which had 
been purchased by the South American Steamship Co. for 42,000,000 
pesos ($5,050,000). An attempt was made to enact a subsidy bill in 
favor of the company, but this failed to pass. 
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The German purchasers refused to accept delivery on the ground 
that the vessels were not up to specifications, and the sale fell 
through. The reported sale price was £500,000 sterling for the two 
vessels. 

LAW OF JANUAllY 9, 1928 

In the meantime official recognition of the situation had developed 
to a point where on July 20, 1927, the Government appointed a com
mission to study and make recommendations for the further develop
ment of the Chilean merchant marine. The commission's findings 
and recommendations were drafted into law based largely upon the 
costs of transiting the Panama Canal-Law No. 4249 of January 9, 
1928, {>ublished in the Diario Oficial of January 14, 1928, the broad 
provisIOns of which are: 

1. The President of the Republic is authorized to invest up to 
2,000,000 pesos ($243,000 at par) annually for 20 years in subsidiZing 
Chilean shipping companies which have maintained, or which will 
maintain, for more than two years regular services through the 
Panama Canal, such subsidy to be regulated in proportion to the 
quantity of cargo carried. 

2. After allowing operating costs, including dividends up to 10 
per cent on shares actually issued by the company, the company and 
the Government proportionally distribute the remainder between the 
company and the State, reckoning that the State possesses a right 
equivalent to a nominal value of shares equaling ten times the subsidy 
granted to the company. The share of the State will be devoted to 
the amortization of the subsidies paid to the company. 

3. The President of the Republic is authorized to contract, for 
account of the companies, loans that may be required for the purchase 
of vessels to be employed in foreign or coastal commerce. These 
loans will be guaranteed, by mortgages on the vessels or other 
property, up to 60 per cent of the value of the vessel. 

4. Consular fees are increased by 10 per cent for the purpose of 
raising the funds with which to carry out these provisions. 

RegulatiOM covering baBic laID 

The basic law provided for the issuance of detailed regulations 
for its operation, the principal provisions of which follow. lI 

1. The South American Steaniship Co. (Compania Sud Americana 
de Vapores) is recognized as the only service qualified for the benefits 
of the law up to the time of issuance of the regulations. 

2. The subsidy provided in article 1 of the basic law is payable to 
national shipowners at the rate of 40 pesos per ton for the first 1,000 
tons or fraction, and 20 pesos per ton for each ton in excess of 1,000 
tons, of cargo transported through the Panama Canal in either 
direction and whether going to a foreign or to a home port. The 
unit is the cargo ton of 1,000 kilos (2,204.6 pounds) or 1 cubic meter 
(35.31 cubic feet). . 

3. For accounting purposes depreciation is allowed at 5 per cent 
on seagoing vessels and equipment, while small boats and shore 

• Document08 Ollclales relatlv08 a 1& IA>,. 4249 de II de Enero de 1928, Mlnlateno de 
Hacienda. . • 
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equipment are allowed 10 per cent. Reserve funds must be created 
and may not include more than 10 per cent of the profits for joint
stock companies nor more than 20 per cent for private companies. 

4. The most important of the details covering the loan provisions 
include (a) the requirement that new vessels must be provided with 
refrigerated space of not less than 5 per cent of the total capacity of 
the ship; (b) loans secured by mortgage on vessels in service may be 
up to 60 per cent of the appraised value of the respective vessels if 
less than 8 years old, up to 50 per cent for vessels 8 to 10 years old, 
and up to 25 per cent on vessels from 10 to 25 years old; (c) on new 
construction amounts up to 70 per cent of the contract price may be 
loaned; (d) loans may be made.for a period of 20 years on vessels 
less than 8 years old, and for 5 years on vessels from ·10 to 20 years. 

On June 19, 1931, Assistant .Commercial Attache Harold M. 
Randall reported the suspension of the South American Steamship 
Co.'s service between Valparaiso and New York with the Teno and 
the A()()'TIcag'lld, due to lack of sufficient cargo to justify the run and 
to the resolution on the part of the Chilean Government to effect 
econoinies. The suspension was confirmed by Mr. Randall on June 
26, 1931, and was stated to be of a temporary nature pending increase 
of commerce to a point where the service would be profitafile. 

VESSELS OPBKATING THROUGH IU.GELLAN STRAIT 

Law No. 4602 of June 18, 1929, granting subsidies to Chilean 
navigation companies operating through the Strait of ~Iagellan 
was published in the Diario Oficial of July 15, 1929. This law 
provides for the expenditure of 2,000,000 pesos ($243,320 at par) 
annually for 20 years in_promoting interoceanic navigation oetween 
Chile and Argentina, Uruguay, and Brazil with regular lines, 
the expenditures being based upon the amount of cargo carried. 

Funds for the purpose of making this law effective are not de
pendent upon the proceeds from a special discharge tax on merchan
dise of foreign origin unloaded in Chilean ports, as was the case 
with the law of January 9, 1928, but under article 4 such provision 
is to be included annually in the budget law of the country. The 
translated text of the Law No. 4602 follows. 

LAW or JUlQI 18, 1929 

Almaur L Authority is given the President of the Republic for a period of 
20 years beginning ;January 1, 1930; to invest a maximum of 2,000,000 pesos 
annually to subsidize shipowners or national navigation companies establish
Ing a regular interoceanic service via Magellan Strait to ports in Argentina, 
Uruguay, and Brazil, in accordance with the minimum conditions provided for 
in the regulationa issued for the application of this law. 

The subsidy shall be paid in proportion to the quantity of freight trans
ported from Chile by the respective lines. The maximum freigbt and passenger 
rates shall be fixed annually, subject to the approval of the President of the 
Republic. For the purpose of this law it shall be understood that the term 
.. shipowners" or .. national navigation company" shall include' those persona 
or organizations which conform to the conditions referred to in article 3 of 
Law No. 3841 of February 9, 1922. 

Aft. 2. Companies taking advantage of the benefits provided in article 
1 sball be subject to the following conditions for State participation in their 
net profits: 
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(a) From al~ profits there shall be deducted all fines and reserve funds as 
specified by regulations issued for that purpose; 

(b) From the remaining profits there shall first be set aside a dividend of 
as much as 10 per cent nnnually in favor of the shares actually issued by the 
company. The remainder shall be distributed proportionately between the 
companies and the State, and the latter shall be understood as entitled to 
nominal shares whose value shall be equivalent to ten times the subsidy paid 
during the year to the respective company, in conformity with article 1 of this 
law. The share corresponding to the company, according to the said propor
tion, shall be distributed by its director in the manner he deems proper, and 
the share corresponding to the State shall be used to pay the subsidies pro
vided for in conformity with article 1 of this law, accumulated, but without 
interest. 

ART. 3. The President of the Republic shall appoint a director for each 
company to represent the State if the said organization applies for the bene
fits referred to in article 1 of this law. 

ART. 4. Provision shall be made each year in the budget for the funds 
required to cover the expenses incurred in the application of this law. 

ART. 5. Articles 3 and 4 of Law No. 4249 of January 9, 1928, shall be 
replaced by the following: 

"ART. -. The President of the Repnblic is authorized, for the account of the 
companies and with the proper fiscal guaranty, to contract for the loans 
necessary to buy vessels destined for foreign commerce or coastwise shipping. 
These loans shall be secured by mortgages on the ships purchased and other 
securities fulfilling the conditions specified in the respective regulations. These 
securities may not exceed 60 per cent of the appraised value of the vessel, 
the appraisal to be made as specified by the said regulations. The companies 
must at the proper time deposit with the Tesoreria General of the Republic the 
sums needed for the loan service contracted for in their favor. In accord
ance with the regulations issued for that purpose, the President of the Republic 
shall specify the conditions under which the benefits provided for by this 
nrticle may be extended to private shipowners when applied for by them. 
In such cases the said shipowners shall be subject to the same obligations and 
conditions as established f()r companies by the preceding provisions. The 
total amount of the fiscal securities for all loans referred to in this law may 
not exceed 40,000,000 pesos. The period within which loans may be contracted 
and securities given for the purchase of national merchant vessels shall be 
20 years, beginning' with the date of promulgation of this law. National 
companies or shipowners must also insure their vessels as instructed by the 
Government of Chile. The sum advanced by the State and secured by the vessel 
may not exceed the amount of the insurance." 

MT. 6. The President of the Republic may grant the credit referred to in 
the preceding article. In the case of coastwk<:e vessels the President may 
require the use of national fuel; but in cases when special conditions require 
the use of other fuels the President may permit an exception. 

ART. 7. Vessels bought under the terms granted by the preceding article 
may not, until 10 years after the date of their registration, be sold to foreign 
shipowners without the special permit of the President of the Republic. 

ART. 8. Title II of Law No. 3500 of February, 1919, is revoked. 
ART. 9. The President of the Republic is authorized to combiue in one text 

the provisions of Law No. 4249 of January 9, 1928, and those of Title I of 
Law No. 3500 of February 20, 1919, with the provisions of this law and sub
divide the law into titles corresponding to subsidies for navigation and navi
gation loans. 

ART. 10. This law shall become effective from the date of its publication 
in the Diario Oficial. 

ORGANlZATlON OF NEW COMPANY UNDER 1929 LAW 

Acting Commercial Attache Robert G. Glover, Santiago, reported 
on April 23, 1930, the formation of a new shipping line between Chile 
and the east coast of South America-the Compaiiia Chilena de 
Navigaci6n Interoceanic. The company, which has a capital of 
16,000,000 pesos, divided into 400,000 shares of 40 pesos each, was 
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formed by two important local shipping companies, the. Sociedad 
A.n6nima Comercial Braun y Blanchard and the Sociedad An6nima 
Ganadera y Comercial Menendez Behety, which are to have an equal 
number of the shares. 

Half of the shares issued are to be covered in the following man
ner: Braun & Blanchard are to furnish the steamers V olparaiso, 
Santiago, and Atacama, which have been appraised at 4,400,000 
pesos, for which this firm will receive 100,000 paid-up shares of the 
new company and 400,000 pesos in cash. The Menendez Behety Co. 
is to pay 4,000,000 pesos in cash, for which it will receive 100,000 
paid-up shares of the new organization. Each company obligates 
itself to pay in. without interest, within a period of four years the 
amo~t of 4,000,000 pesos due for the other 100,000 shares it is to 
recelve. 

The new line will engage in shipping between the west coast of 
South America and the River Plate and Brazil, and, to quote the 
acting commercial attache, " it is its avowed purpose to take advan
tage of the provisions of Law No. 4602, which sets aside 2,000,000 
pesos annually to subsidize Chilean navigation companies that may 
establish interoceanic steamship lines via the Strait of Magellan 
to Argentina, Uruguay, and Brazil." 

Temall of oontract 

Under the flexible provisions of the law of June 18, 1929, a presi
dential decree was issued through the Minister of Foreign Affairs, 
stipulating the conditions under which the new company must 
operate during 1930. 

Required lIervices.-For that year the new company was required 
to make at least nine trips to Buenos Aires or five trips to Rio de 
Janeiro. Vessels making trips to Rio de Janeiro must call at Monte
video. Vessels making trips to Buenos Aires also must call at Monte
video if they carry 500 or more tons of cargo for that port. 

To be granted a subsidy the vessels must carry at least 20,000 tons 
of cargo to Argentine ports north of 46° south latitude, and the mini
mum cargo which must be carried to Uruguay and Brazil is 2,000 
tons. 

Rates of subsUly.-By presidential decree the subsidy rates for 
1930 for Argentine ports were fixed at 60 pesos per ton for the first 
20,000 tons of cargo and 20 pesos per ton for all cargo in excess of 
20,000 tons; for Uruguayan and Brazilian ports, 80 pesos per ton 
for the first 2,000 tons and 100 pesos per ton in excess of 2,000 tons. 

Vessel equipment.-The new company will carry on the service 
between Chile and the east coast of South America with six vessels, 
three of them to be constructed in Great Britain. The new vessels 
will be of 12 knots speed and have accommodations for a limited 
number of passengers, also large refrigeration space for meats, 
vegetables, and fruits, including capacity for 25,000 cases of apples. 

SUBSIDY PROVISIONS OF 1930 BUDGET 

In the budget estimates of the Republic of Chile for 1930, under 
items for the Ministry of Foreign Relations, provision is made for 
21000,000 pesos ($243,320 at par) for navigation through the Panama 
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Canal. No estimates appear for the services through Magellan 
Strait. For subventions to services on lakes, rivers, and internal 
navigation in accordance with law No. 4202 of September 27, 1927, 
estimatefl of 356.000 pesos ($43.310) are included. 

The Chilean subsidy laws contain flexible provisions whereunder, 
within certain limits, the Government may exercise discretion and fit 
the provisions of law to the current necessities for the encourage
ment not only of national ships but of Chilean trade and national 
resources also. Use of national fuel is an interesting requirement, as 
are the subsidies for the carriage of coal and nitrates (see below). It 
is assumed that the subsidized companies are benefited by the com
modity bounties in addition to the subsidies received for carrying 
cargo generally. 

COAL AND NITRATE BOUNTIES 

COAL-TRANSPORT BOUNTIES 

Article 14 of law No. 4248 of January, 1928, providing for pro
tection for the Chilean coal industry through tariffs on foreign coal 
and fuel oil, authorizes the Minister of the Treasury to pay bounties 
to Chilean vessels for carrying coal. The rate was fixed at 2 pesos 
($0.243) per metric ton (2,204.6 pounds) of coal transported in 
Chilean vessels for each 1,000 kilometers (540 nautical miles) sailed 
from port of embarkation to destination, payment being made 
against proper consular certification. 

The same article (No. 14) also provides that when owners of ves
sels obtain funds from the Coal Council for the purpose of acquir
ing vessels with which to carry coal the bounties shall be used to pay 
interest and amortization on such loans. 

NITRATE-CARRYING BOUNTIES 

Under decree No. 4261 of October 6, 1928, published in the Diario 
Oficial of October 15, 1928, a bounty of 1 peso ($0.1208 at the then 
exchange) will be granted to Chilean vessels for each metric quintal 
(220.46 pounds), or $1.20 per metric ton, transported in the fol
lowing trades: 

1. From Chile to the eastern ports on the Atlantic; 
2. From Chile to ports of the Indian Ocean; . 
3. From Chile to ports of the Pacific Ocean in the Southern 

Hemisphere west of the one hundred and twentieth me
ridian west longitude; 

4. From Chile to China and Japan. 
This subsidy is paid by the Office of Nitrate Development against 

consular certificates at delivery ports. 
The granting of bounties for carrying nitrates was not designed 

solely as an inducement to Chilean vessels to operate outside the 
coastal trade; it also had for its purpose the encouraging of the use 
of nitrates in various parts of the world. This plan, however, car
ried with it opportunity to provide employment for Chilean vessels 
in the foreign trade. 

The prOVIsion for bounties for carrying nitrates in Chilean vessels 
rested on a proposal of the Superintendent of Nitrates and Mines, 
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and a resolution of the Council of Nitrate Development promulgated 
through decree No. 2075 of September 16, 1927. By decree No. 
1249 of February 12, 1931, this decree was annulled. _ -

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The coastwise navigation law of Chile, No. 3841 of February 6 
1922, initiated a series of laws of general scope in the direction of 
promoting the employment of Chilean vessels in Chilean trade, both 
domestic and foreign. This law enunciates the following general 
principles: 

1. Reservation of the trans)?ortation of cargo between the ports 
of the Chilean RepublIc to vessels of Chilean nationality, 
with the exception that the President of the Republic IS 
empowered under the form of reciprocity, to grant the 
privilege of Chilean coastal trade to vessels of other South 
American nations which grant similar privileges to Chilean 
vessels; 

2. The annual fixing of maximum passenger and freiO"ht tariffs 
subject to the approval of the President of the Republic; 
the similar fixing of lighterage and wharfage rates; rates to 
be fixed on legal Prld currency basis; 

8. The defining of. ' Chilea~ .nati!>nalitr." as a vessel. whose 
owners are Chileans -resldmg m ChIle, whose captam and 
officers are Chileans, and whose crew is not less than 75 per 
cent Chilean. Corporate ownership shall require that 75 
per cent of the capital stock be held by Chileans; 

4. The determination by the President of the Republic of the 
number of vessels for each company, ports of calls and gen
eral schedules, extra required -services, and penalty clauses 
for nonperformance; 

5. The 9.uite unusual provision that from the date of the promul
gatlon of the coastal law the national merchant marine shall 
become part of the naval reserve of Chile. . 

COASTAL REGULATIONS 

Detailed regulations covering the operation of the coastal law were 
promulgated by ministerial decree No. 1033 of August 4, 1922. 
Among those of chief interest were: (1) That tariffs will not be regu-
1ated in case of carriers engaged in transporting the products of 
their owning enterprises (industrial carriers); (2) that Chilean ves
sels must obtain annual parmits based upon a certificate of owner
ship; (8) that various committees and commissions shall be appointed 
for the consideration of the annual questions to be settled and trans
mitted to the Government in respect of rates, etc.; (4) that the Gov
ernment may requisition any qualified vessel, with full complement, 
in case of strikes or other emergency, may appoint military com
manders to the vessels; and (5) that during such period of requisi
tion the owners shall continue maintenance expenses against monthly 
reimbursement by the Government. Compensation under these con-
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ditions is based upon earnings immediately before vessel's requisition, 
and if the vessel was showing a loss the Government must pay a sum 
sufficient to cover the loss. 

PREFERENCE FOR CHILEAN VESSELS 

In line with the general policy of protectionism for vessels of 
Chilean registry the ministry responsible for public works (Fomento) 
provided, by decree No. 4025 of December 4, 1928, the following 
additions to article 38 of the Regulations for Contracts for Public 
Works, No. 1725 of August 11, 1920, and article 49 of the Regulations 
for Railroad Contracts., approved by decree No. 1223 of June 6, 
1911: 

The contractors must, conditions being equal, ship materials which they im
!>Ol't from foreign countries in Chilean vessels by preference. 

The Government Inspector of the Work shall in each case require the exhibi
tion of the respective documents.' 

• Dlario Ot\c\al, Dec. 22. 1928. 



DENMARK 

ECONOM~C DEVELOPMENT AND SHIPPING 

NATURAL CONDITIONS AFFECTING SHIPPING 

Denmark occupies the Jutland Peninsula, thrusting strategically 
to the north from Germany between the Baltic and the North Seas. 
The Skagerrak separates it from Norway, the Kattegat from Sweden. 
The total land area, including the Faroe Islands, is 17,000 square 
miles, or about the size of Massachusetts and New Hampshire to
gether. It is said that no point in Denmark is more than 40 miles 
from the sea. Although the country is largely surrounded by water 
the west coast is unapproachable from the North Sea, the only harbor 
on the west being Esbjerg, the home of a considerable fishing fleet. 

Denmark has attained an enormous agricultural production. Of a 
popUlation of some 3,500,000, about 56 per cent is strictly rural. The 
chief exports accordingly are dairy products, eggs, and other food
stuffs, dependent largely upon German and English markets and sea 
transportation services of ferrylike regularity. Furthermore, the 
many bays which indent its shores give the country an exceptionally 
long coast line in proportion to its size and provide the basis for a 
considerable local traffic as well as for sea communication with other 
countries. 

Denmark is deficient in minerals. Neither coal nor metals can be 
profitably mined anywhere, though coal is found on the island of 
Bornholm.1 The prominence of the shipbuilding industry is there
fore all the more notable. 

POLITICAL CONDITIONS AFFECTING SHIPPING 

As a result of the W orId War, the Danish coast line has been ex
tended southward on both the Baltic and the North Sea, through the 
return to Denmark of a part of the ancient Duchy of Schleswig by 
a plebiscite. The additional North Sea coast line is sandy and dotted 
with low islands, but the coast line on the Baltic includes the impor
tant harbor Aabenraa (Apenrade). 

Denmark's only colonial possessioIlS now are Greenland and the 
Faroe Islands, and consequently the Kingdom has small need for 
sea communication with outlying territories. A treaty between the 
United States and Denmark was signed August 4, 1916, ratified, 
and proclaimed January 25, 1917, by which Denmark sold to the 
United States the Danish West Indies. Iceland in 1918 was granted 
independence but retains as sovereign the King of Denmark and 
conducts its foreign relations through the Danish diplomatic corps. 

1 Danish Ministry of Foreign Affairs: Denmark, 1927, p. 14. 

485 
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DEVELOPMENT OF FREE-PORT SYSTEM 

The geographical position of Denmark, facing both the North 
Sea and the Baltic, athwart one of the world's trade routes, has 
always affected its economic and maritime policy. The policy of 
Denmark is illustrated by the establishment and maintenance of the 
free port of Copenhagen, which has become an entrepot for the Baltic 
trade. By the creation of the Baltic States (Poland, Finland, Es
tonia, Latvia, and Lithuania), each with its tariff system, and by the 
internationalization of the Elbe, Oder, and Vistula Rivers, with 
their navigable tributaries and connecting canals, giving Czecho
slovakia an outlet to the Baltic and North Seas, conditions are created 
favorable for the development of the free-port system. 

THE DANISH COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

Of the 12 leading ship-owning nations of the world Denmark has 
the smallest fleet. This fleet has grown slowly, the development 
being, according to Lloyd's Register: 

TABLE llO.-GooWTH OF THE DANISH COMME&OIAL FI.I!EI' 

luly 1-

190L __________ 
1910 ____________ 
1915 ____________ 
1920 ____________ 
1921 ____________ 
1922 ____________ 
1923 ____________ 
1924 ____________ 

Total 
fleet I 

GraB. t01lB 
626,612 
736,562 
854,996 
803,411 
964,464 

1,038,138 
996,862 

1,035,943 

Power .. 
driven 

v ..... 1s1 

Gro .. tOOB 
637,242 
671,828 
803, 701 
719,444 
883,052 
983,142 
937,743 
989,703 

I VeB.ieIs of 100 gross tons and upwards. 
Source: Lloyd's Register of Shipping. 

Sailing 
vessels I 

GraB. tooB 
89,270 
64,734 
61,295 
83,1l67 
81,412 
74,996 
59,119 
46,240 

lulyl-

1925 ____________ 
1926 ____________ 
1927 ____________ 
1928 ___________ 
1929 ____________ 
1930 ____________ 
1931 ____________ 

EMPLOYMENT OF THE FLEET 

Total 
fleet I 

Gro .. too. 
1,059,846 
1,081,146 
1,059,846 
1,067,539 
1,055,867 
1,088,006 
1,145,257 

Power ... 
driven 

vessels I 

Gro •• t01l' 
1,021,617 
1,049,386 
1,031,798 
1,042,209 
1,032,744 
1,071,521 
1,133,201 

Sailing 
vessels I 

GrOB. tom 
38,229 
31,760 
28, 048 
25,330 
23,123 
16,485 
12. 056 

By a law of March 29, 1904, all shipowners were required to pre
pare an annual report on the operations of each vessel of not less 
than 20 gross tons operating in the foreign trade. Beginning with 
1921 the Danish Statistical Department revised the shipping and 
fleet statistical procedure and has since issued an annual report on 
the Danish merchant marine under the title "Danmarks Handels
flaade og Skibsfart," an elaborate analysis of the operations of the 
industry. 

The. following tables are summaries of these reports. They show 
earnings in the direct and the indirect trades, liner and tramp 
services, and the employment of the Danish fleet in foreign and' 
domestic trade, berth and tramp operations. 
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TABLII 111.-DENlUBX'S WATEB-BoBNJ!l FOREIGN TllAIE, 1921-1929 

Imports 

Year In D8Ilish vessels In Danish vessels 
Totat!'~'I-----;;----ITO~,:rtt°'I----.----

Cargo tons Per cent Cargo tons Per cent 

192L._____________________________ 4, 886, 000 
1922 ___________ ._ __________________ 7,035,000 
1923_________________ __ __ __________ 8, 419, 000 
192L_____________________________ 9,713,000 
1925 _________________ ._____________ 8, 604, 000 
19'16 _______________ • ___ .___________ 8, 264, 000 
1927 _______________________________ 10, 191,000 
1928 __ ._____________________ __ __ __ 10,215,000 
1929_____ __ _______________________ 10, 956, 000 

1,927,000 
3, 110,000 
3,818,000 
4, 099,000 
3, 541,000 
3,340,000 
3,820,000 
4,055, 000 
4, 306,000 

39 
44 
45 
42 
41 
40 
37 
40 
39 

988, 000 
1,231,000 
1,1i65,000 
1, 707,000 
1,661,000 
1,810,000 
1,992,000 
2, 239, 000 
2, 154, 000 

521,000 
661,000 
838, 000 
810,000 
811,000 
890,000 
979,000 

1, 103,000 
988,000 

TABLII 112.-Dl!lNlUBX'S CoASTING TBADl!l, 1921-1929 

Yea, 
Total coast

ing trade, 

In Dani"h vessels In foreign vessels 

Other servic .. 

53 
55 
54 
47 
49 
49 
49 
50 
45 

cargo tons 1-__ --;;-___ 1 ____ .--__ 1 Cargo tons Per cen~ 

1921 ___________________ _ 
1922 ___________________ _ 
1923 __________________ ._ 
1921 ___________________ _ 
1925 ___________________ _ 
1926 ____________ • ______ _ 
1927 ___________________ _ 
19'23 ___________________ _ 
1929 ___________________ _ 

j 

1,534. 277 
1,604,939 
2,0.50,621 
2,163,614 
2,212,070 
2,198,027 
2, 177, 786 
2,344,895 
2,2"8, 932 i 

Cargo tons Per cent Cargo tons Per cent 

481,873 
415,957 
Ii65, 112 
598, 671 
549,613 
544. 962 
562,255 
593,107 
563, 204 

31 
26 
28 
28 
25 
25 
26 
25 
25 

901,690 
1,010,930 
1,237,903 
1,296,529 
1,435,540 
1,463, 552 
1,454,829 
1,527,632 
1,396,291 

69 
63 
61 
60 
65 
66 
67 
65 
62 

TABLE 113.-DENYARK'B FERRY SERVICES, 1921-1929 

150,714 
178,052 
247, fJ06 
268, 414 
226,817 
189,513 
160,702 
224,1_';6 
289,437 

10 
II 
11 
12 
10 
9 
7 

10 
13 

I- Foreign tnitlic Foreign traffic 
Domestic Domestic 

1'--'-1--1 traffic,· Year traffic, Year 
Danish Foreign Danish ! D8Ilish Foreign Danish I ferries femes femes I terries ferries fenies 

------:i-eo-r-go-lDnr- eorgo' .... ' Co,golDnr Ii leorgo' .... CO,go, ..... CorgolDnr 
192L ______________ 1189'200 123,300 !1,544.1941' 1926 ______________ -' 300,353 196,056 1,526,589 
1922_______________ 239,100 130,200 1,451,875: 1927 _______________ 1 305,183 11>8, 619 1,542,076 
1923 _______________ , 249,900 140,700 1,561,782 I·: 1928 _______________ : 328,148 190,356 1,655,000 
1924_. _____________ 

1 

259,800 137,800 11,605,951 : 1929 _______________ : 386,165 2IlO,356 1,923,000 
19".5_______________ 250,753 148,753 1,509,661 I: I -

GROSS FREIGHT EARNINGS 

The Danish merchant marine had its share of the vicisSitudes of 
trade caused by the World War and by the readjustments resulting 
from it. As a neutral it met these changes without support from 
the Government, such as the belligerent maritime powers in all cases 
had to afford to their shipping. 

Table 114 shows postwar earnings of the Danish commercial fleet 
by type of employment, indicating decrease in liner earnings and 
increase in tramp services, In respect of effective time-charter-earn-
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ings for foreign account, the Danish Statistical Department converts 
such earnings into gross freight earnings by adding to the actually 
earned amount the equivalent of operating costs .such as fuel, wages, 
and port charges. . 

Pre-war averages indicate that time-charter earnings of one-half 
of the gross freight earnings provided owners with practically equal 
profits. 

TABLE 114.-FREIGHT EABNINGS OF DANISH COMMERCIAL .FLEET, 1921-1929 

Year 

1921- ________________ 
1922 _________________ 
1923 _________________ 
1924 ________________ . 
1925 _________________ 
1926 ____________ , ____ 
1927 _________________ 
192!l _________________ 
1929 _________________ 

• Total gross freight 
earnings 

Equivalent 

Kroner jn United 
States 

currency 1 

185,600, 000 $33, 036, 800 
• 186,700,000 39,113,700 

234, 000, 000 42,962,400 
271,600,000 45,411,500 
218, 700, 000 46,211,300 
182, 500, 000 47,969,800 
111&, 400, 000 53,032,300 
186, 300, 000 49,816,600 
206, 200, 000 55,014,200 

Power-driven tonnage 

Time-charter Sailing earnings vessels, In liner In tramp converted 
service, service, to gross .kroner 
kroner kroner freight 

earnings, 
kroner 

-----

(2) (') I (2). • (') 
161,600,000 (') , 16,000,000 9,100,000 
107, 800, 000 99, 300, 000 I 17,500.000 9,400,000 
114,200,000 127,000,000 I 21,000,000 9,400,000 
85,900,000 

'~m~i 
19,700,000 7,700,000 

71,500,000 88,600,000 16,800,000 5,600,000 
75,800.000 95,500,000 21,300,000 5,800,000 
76,&00,000 77,600,000 26,800,000 5,100,000 
74,900,000 94,100,000 32,600,000 4, 600,000 

I Converted at the annual average rate 01 $0.178 to the krone for 1921, $0.2095 for 1922, $0.1836 for 1923, 
$0.1672 lor 1924, $0.2113 for 1925, $0.2623 for 1926, $0.2673 for 1927, $0.2674 for 1928, aDd $0.2668 for 1929. • 

, Details not available . 
• Exclusive of tramp services. 

PASSENGER-CARRYING CONCESSION 

It i!\ reported that the Scandinavian-American Line, which belongs 
to the United Steamship Co., holds the only license for the direct 
transportation of passengers from Danish to United States ports, 
except that any vessel may take on not to exceed 25 passengers. 

This forms an important aid to the largest shipping company in 
Denmark, which owns 112 vessels of 221,495 gross tons. The Scan
dinavian-American Line is operated directly from Copenhagen to 
the United States. In this service the following vessels have been 
employed: Frederik VIII, of 11,850 gross tons, built in 1913; United 
States, of 9,993 gross tons, built in 1903 ~ H ellig Olav, of 9,909 gross 
tons, built in 1902; and the Osca1' II, of 10,012 gross tons, built in 
1901. ' 

In 1922 the United Steamship Co. acquired American capital 
through a 15-year bond issue authorized at $5,000,000. These bonds 
are dated May 1, 1922, and are due May 1, 1937, bear 6 per cent 
interest, and are exempt from Danish taxes. The bond issue is 
repayable in 12 annual payments, beginning May 1, 1925. All ves
sels of the company are free from mortgages, and the com~any 
agrees that no mortga~e shall be created so long as the present Issue 
is outstanding. The loan was for the purpose of normal vessel 
renewal, 
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DEVELOPMENT OF DANISH SHIPBUILDING 

LAUNCHINGS IN RECENT YEARS 

Among the Scandinavian c~untries Norway stands fi!st in ship
ping tonnage and ship 0J?6ratIo~s, S:wed~n !anks first m are~ ~nd 
population, and Denmark IS first m shlpbUlldmg. In world bUlldmg 

. scale Denmark ranked sixth in 1930, fifth in 1929, fourth in 1928, 
sixth in 1927, and seventh in 1926, 1925, and 1924 . 
. During 1930 Danish· shipyards launched 127,230 gross tons; in 
1929, 111,496 gross tons; in 1928, 138,712 gross tons; in 1927, 72,038 
gross tons; in 1926, 72,108 gross tons; in 1925, 7~268 gross tons; 
and 63,937 gross tons in 1924. The. total production of the ship
building industry for 1926--1928 was as follows: 

T~BLE -115.-PRODUOTION OF DANII1H SHIPBUILDING INDUSTRY, 1926-1928 

Total output I Engines 

y- E . 01 t I Large vessels, Small craft, Ship repairs, andma· 
~u~t!d kroner kroner kroner cbinery, 

Kroner States cur- I kroner 
rency' i 

I 
1926 ________________ 89,403,000 $23, 450, 400 I 4S,371,000 2,317,000 111,176,000 23, 539, 000 1927 ________________ 73,083,000 19,535, 100 34,095,000 4, 742,000 20,548,000 13,6911, 000 1928 ________________ 100, l36, 000 26, 776, 400 I 64,498, 000 396, 000 21,8111,000 23,424,000 

• Convarted at the annnolaverage rate 01 $0.2623 to the krone for 1926, $0.2673 lor 1927, and $0.2674 lor 1928. 

Source: Danlsh Omcial Yearbook, 1930. 

In a special report submitted on October 21, 192U, Commercial 
Attache H. Sorensen, Copenhagen, stated that the Danish shipbuild
ing industry had again become a prime source of new tonnage, and 
continued: 

PRINCIPAL SHIPYARDS 

After a rather long postwar period of depression the Danish shipbuilding 
industry has once more come to occupy a p!ace of prime importance as a 
supplier of new tonnage to the world. From an annual average productioB 
of 10,000 to 15,000 tons during the years immediately following the war, the 
Danish industry during the last five yearb has gradually increa~ed its pro
duction, until in 1928 its output numbered 40 vessels aggregating about 80,000 
net register tous. This total from present indications will be further increased 
during the current year. In addition to this tonnage the industry also supplied 
a large share of the world consumptiou of Diesel marine engines and did 
ship-repair work valued at about 22,000,000 kroner. 

At the present time the industry embraces in all 12 establishments and em
ploys about 12,000 workers. The total production is valued at close to 100,-
000,000 kroner ($26,800,000 at par). 

Burmeister & Wain, established in 1872, is by far the largest of Danish 
shipbuilding firms. During the last few years the company's capital has been 
increased a number of times--from 5,000,000 kroner to the present 35,000,000 
kroner. Many of the shares are held abroad, chiefiy in English and American 
hands. In 1921 the Copenhagen Floating Dock & Dry Dock Co. was absorbed 
by Burmeister & Wain. At present Burmeister & Wain's equipment includes 
one dry dock capable of accommodating ships measnring 475 by 58 feet, 3 
repair slips, 8 new building ways, and 1) fioating docks accommodating ships 
up to 13,600 tons; large repair shops, a large Diesel motor plant, and a 
large foundry, all located in Copenhagen." 

• In 1930 Burmeister I: Wain employed 12,700 workers, and- produced 134,000 gross 
tons In addition to a large nnmber of Diesel enginl's. 

85083--il2---33 
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The development of this firm has been rapid and has, as mentioned, been 
intimately connected with the development of the Diesel marine motor. In 
this. Burmeister & Wain have been supported strongly by the Danish East 
Asiatic Co., the first company to equip large ships with Diesel motors (the 
8elanaia, of 4,950 gross register tons, 1912). 

Practically all of the other important Danish shipbuilding companies are 
allied with or directly owned by Danish shipping companies. This alliance 
and concentration is partly the result of the postwar crisis, with its need for 
rationalization in management and production methods. 

The Frederikshavns Vaerft & FIydedok A/S, Frederikshavn, and the 
Helsingjilrs Jernskibs & Maskinbyggeri A/S, Helsingjilr, are both controIled by the 
United Steamship Co. (operating the Scandinavian American Line). These 
two establishments have a fioating dock, five dry docks, and four building ways. 

The Nakskov Skibsvaerft A/S, Nakskov, is owned and operated by the East 
Asiatic Co., and builds largely for this company's account. The Nakskov plant 
has a repair way, two dry docks, and three building ways. This plant builds 
huIls only. 

The Odense Staalskibsvaerft, Odense, is owned and operated by A. P. MolIer, 
a large Danish shipowner who controls, among other companies, the AIS 
Dampskibsselskabet Svendborg and Dampskibsselskabet af 1912. The Odense 
yard has two building ways but no repair ways or docks, and builds hulls only. 

The Aalborg Maskin-og Skibsbyggeri is privately owned. It is a small con
cern and specializes to some extent in the construction of cement~arrying 
vessels. This yard has a dry dock, two repair ways, and two building ways. 
The machinery seldom is supplied by the yard itself. 

Besides the above-mentioned privately owned shipyards the Danish Govern
ment owns and operates a shipbuilding establishment at Copenhagen, which 
builds only for Government account. 

During 1929 the activity of Danish shipyards has been increased so ma
terialIy that production during the first three quarters totaled about 85,000 
gross tons. On October I, 1929, Danish yards had under construction 19 ves
/leIs of about 81,000 gross tons, and had orders on hand for about 40 ships of 
ubout 160,000 gross tons. 

DANISH SHIP EXPORTS 

While a large share of the tonnage built in Denmark is for Danish 
account, the production for foreign account also is of very consider
able proportions, and the exports since the close of the war have 
shown a marked increase. Norway has always been, and still is, the 
largest buyer of Danish new construction. Exports during the last 
few years have been as follows: 

TABLE 116.-ExPosTs OF DANISH-BUILT SHll'S, 192()"'1928 

Total exports 

Y&ar 
Kroner 

. To United 
Equivalent To Norway, To Iceland, ToSweden, States 
In United kroner kroner kroner kroner' 
States cur-

rency' 

To Siam, To other 
kroner oo:.!~.:, 

----1----1----1·--- -------------
1920 •• ___ 8, 830, 000 
192L___ 26, 100, 000 
1922. ___ • 18, lI9, 000 
1923_.___ 4, 918, 000 
IIrn_____ 13,319,000 
1920..._. 30, 160, 000 
19~L ____ 29,467,000 
1927_____ 18, 936, 000 
1928. ____ 28, 600, 000 

$1,394,400 
• ,646,800 
3, 796, 900 

902,000 
2, 228, 900 
6, 372, 800 
7,729,200 
6,061,800 
7,620,900 

8, 674, 000 80, 000 176,000 ___________ --.--•• --•••••• --.----
6, 504, 000 2, 262, 000 17,344, 000 --......... --.--••• - ••• --.-.-- ••• 
1,912, 000 • ___ •• __ • __ • ___ ... __ •••• _____ ...... __ • __ •• ____ 16. 207, 000 
8,014, 000 707,000 • __ ......... 1,12Q, 000 ......... __ 72, 000 

10, 074, 000 61,000 1, 161, 000 1, 308, 000 726,000 ......... .. 
27,467,000 68, 000 ••••• __ ..... __ • ___ • ____ 1,270, 000 1,346, 000 
24,359,000 602, 000 __ •••• _ ... ____ ••••• ____ .. ;;.0, .. 000.-.- 4,606,000 
10, 884, 000 1, 167, 000 1, 283, 000 ......... _. "" .. 661, 000 

<') <') <') <') <') <') 

I Converted at the average rate 01 exchange lor the year named. 
I Details not available. 
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POSTAL SUBSIDIES AND NAVIGATION BOUNTIES 

NAVIGATION BOUNTIES 

The direct aid to shipping given by the Danish Government is 
now, like that of Sweden and Norway, of interest principally as 
history. The predominating industry of the country is agriculture~ 
and the establishment of steamer services by Government support 
carried the assumption of lower freight rates, thereby giving Danish 
products advanta.,ues in foreign markets. 

Since 1888 the principal direct aid extended by the Danish Govern
ment was granted to the United Steamship Co. of Copenhagen for 
the operation of regular lines of vessels between Esbjerg and 
Grimsby and between Esbjerg and Parkeston. These vessels were 
provided with refrigerating facilities and used chiefly for the trans
portation of Danish dairy and farm products. The object of these 
subsidies was to provide not only adequate facilities for this trade, 
but also low transportation rates, inasmuch as the agreement be
tween the steamship line and the Danish Government provided for 
a reduction in rates on all farm products. 

Terms of fin, coatract 

United States Consular Reports for January-April, 1890, volume 
32, carried the text of the first contract. The following extracts are 
of interest: 

8m. 2. The compartments set apart for butter, fresh pork, and beef shall 
be kept cool, so that the temperatnre in these, six hours from the ship's sailing, 
shall be brought down to 10· C. at the highest. and this to be placed under such 
control as the Home Minister may deem proper. 

8m. 7. During the passage to England, so that no delay may thereby be 
occasioned, it is forbidden to render assistance to other ships or to make any 
attempts for the salvage of these or their eargoes, unless it should be for the 
saving of human life or affording aid to crews in dist:ress. 

8m. 9. The minister reserves the right of redncing the rates of freight stipu
lated under the agreement of 1888, on payment of a further yearly snbvention 
to the company of 15,000 kroner ($4,020 at the par rate of $0.268) for every 
shilling of rednction per ton on the freight of the goods mentioned, which 
amount shall be paid in 12 monthly installments. 

(0) To refund to the company all wharfage dues levied at Esbjerg in the 
eourse ot the year on all goods and livestock shipped by their steamers to 
Parkeston, and of which mention is made in the contract. The payments to 
be made in the month ot April for the foregoing financial year. 

(t) To pay to the company an annual snbvention ot 50,000 kroner ($13,400), 
the same to be paid in 12 monthly installments. This subvention, however. to 
l"eBSe whenever the goods carried from Esbjerg to Parkeston of the articles 
named in the contract shall have reached in the previous year an amonnt of 
24,000 tons. 

S.Ni411 pall_t. 

Ships operating on these lines were reimbursed for wharfage dues 
at Esbjerg. These refunds proved to be of larger benefit than the 
subsidies themselves. The subsidy payment for the Esbjerg-Parkes
ton line was 120,000 kroner ($32,160) annually for the fiSCal years 
1904 to 1912, while the refund of port dues averaged 157,000 kroner 
($42,000) annually for the same period. On ~e Esbjerg-Grimsby 
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line the annual subsidy payments were 60,000 kroner ($16,080), 
while the port dues refunded averaged about 56,000 kroner ($15,000). 

The policy of granting subsidies and making refunds of port 
charges on the ships operated on the two lines from Esbjerg to 
English ports was discontinued at the close of the fiscal year 1911-12. 

XALUNDBOBG-AABHUS AND I'BJi2lI!lB.IKSHAVN-GOTmOBG SEBVICES 

Beginning with 1903-4 a line was subsidized between Kalundborg 
and Aarhus, both on the Danish <;oast, for a daily service, the 
compensation consisting of any deficit accruing from lower freight 
rates. This line remained in operation until 1915, and during that 
period the Danish Government paid annual deficits averaging about 
32,000 kroner ($8,500). 

In 1903-4 a line was established from Frederikshavn to Goteborg, 
Sweden, the annual payments varying with the mails carried. The 
smallest pre-war payment was in 1904--5, 13,570 kroner ($3,637), while 
the largest was 86,000 kroner ($23,314) annually during the period 
1907-8 to 1910-11. Annual payments since have ranged from 38,000 
to 56,000 kroner ($10,000 to $15,000). 

POSTAL CONTRACT SERVICES 

The greater part of postal expenditures for the carriage of 
mails by water goes to vessels in the domestic trade. The Danish 
postal and tele.:,araph operation report for 1927-28 states that mail 
pay to vessels for carrying mails in the domestic trade amounted to 
636,000 kroner ($170,000) while payments to vessels in the foreign 
trade was 116,000 kroner ($31,000). 

DANISH MARITDlE CREDIT 

The Danish Government at present grants no direct aid to ship
ping or shipbuilding throuO'h funds established for this purpose. 
The shipbuilding industry, however, is aided through the Danish 
export-credit scheme inasmuch as Danish-built ships are eligible to 
participate in its benefits. 

As described by Commercial Attache H. Sorensen in Commerce 
Reports for October 7, 1929, Denmark's export-credit scheme in
cludes, among other features, the following: 

EXPoRT'(;REDrr SCHEME 

OBEDrr INSUlUNClil 

The initial step toward organization of Government export-credit insurance 
was taken in 1922. Danish industrial exports at that time, owing to the krone's 
lluctuations, to tight and disorganized money, and to credit conditions at home 
and abroad, had dropped to a very low level, and it was hoped that the insur
ance of export credits would stimulate exports and relieve the industrial crisis. 

Accordingly an act of June 9, 1922, placed 5.000,000 kroner ($1,041,500 at 
average 1922 exchange) at the disposal of the Ministry of Commerce for the 
establishment of an export-eredit insurance scheme similar to the English sys
tem. Its outstanding feature was the State guaranty. up to 85 per cent of the 
exporter's draft. when the period of credit did not exceed 12 months and when 
a bank guaranty or other security was made available by the foreign boyer_ 
The State had no recourse on the exporter. In placing consignment stocks 
abroad the State took 50 per cent of all losses sustained by exporters. 

This plan failed to give satisfactory results. The exporters generally took 
the view that if they could comply with the Government's requirements in con-
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nection with security, etc., they would have no di1liculty in obtaining credit 
elsewhere· or would feel quite secure in completing the transaction at their 
own risk. At the end of the first year about 4,000,000 kroner of the available 
5,000,000 kroner was in use, and of thisambunt about 380,000 kroner was tied 
up in consignments. 

EXPOBT FINANCING 

In 1924 the regulations were so changed that the 12·month period was 
extended to two years, and the guaranty requirements were discontinued where 
the foreign buyer was a State or a cooperative organization. At the same 
time another fundamental change was made. Theretofore the underlying prin· 
ciple of the export-credit scheme had been insurance, but because of the pre· 
vailing stringent money conditions the Danish exporters, notwithstanding the 
State guaranty, had! often been unable to get their drafts discounted. To 
remedy this situation it was decided to change from insurance to financing. 
The State also demanded recourse on the exporters for a certain part of the 
eventual losses and required a certain premium, varying according to the risk 
involved. The revenue derived from thilf income was used to establish a fund 
from which eventual losses were to be covered, so that the State in the future 
should not be faced with the necessity of paying such losses. At this time the 
export-credit fund was increased to 10,000,000 kroner, and foreign loans were 
obtained to put the financing scheme into operation. . 

These changes were immediately followed by a great increase in demand, 
and in 1926 the fund was further increased to 20,000,000 kroner. In February, 
1926, other changes were made in the regulations by which all products, 
including agricultural, and purchases of raw materials from abroad were made 
eligible to participate in the governmental aid. The subsequent financing 
operation was borne by the exporter except such losses as the State might 
incur under its guaranty. At the same time an export-credit fund of 20,000,000 
kroner was established by the Danish Government through an Ainerican trust 
company in New York and the Copenhagen Privatbank. 

Following the establishment of the financing organization, requests for State 
guaranty and for State financing were received in such great numbers that 
it became necessary to obtain additional funds. Accordingly, the export-credit 
fund in the 1927-28 budget was increased to 40,000,000 kroner and has since 
been enlarged to 45,000,000 kroner. This being a revolving credit rather than 
a fixed amount, and the average guaranty percentage being only around 60 
to 65 per cent, the actual amount involved in transactions is much goreater 
than the face value of 45,000,000 kroner. 

PRESENT FOBMSOF STATE GUA.BANTY 

5tate assistance at present is granted on the following plans: 
1. Stat6 !J1Ub1'anty 0' ewport61"8 d'1'aft8.-(a) State guaranty up to 

85 per cent of the exporter's draft on the foreign buyer can be given 
when the period of credit does not exceed 12 months; (b) unless 
guaranty or security of some sort is given by the foreign buyer or 
unless the draft has been accepted by a foreign cooperative organi
zation the Government reserves recourse on the exporter for one
half of eventual losses ; (a) in case payment is guaranteed by a foreign 
government or a State, bank or other security of corresponding value 
IS given and gradual amortization is taking place, the period of 
credit may be extended up to four years; (d) in special cases, where 
credit information about the foreign purchaser is deemed to be es
pecially satisfactory, the demand for recourse can be reduced to 20 
per cent of eventual losses; (6) in case a draft is not paid at the 
time of maturity the export fund, within three months after ma
turity, will pay its guaranty to the Danish bank which discounted 
the draft. 

2. State responsibility /0'1' lOSS6s.-After proper investigation the 
State may agree to accept responsibility for one-half of the eventual 
losses incurred through consignment of goods to export markets. 
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3. State guatranty to blL'Tlks, eto.-State guaranty can be given to 
banks and others in connection with (a) sale of consignment stocks 
and the placing of sample stocks abroad up to 50 per cent of the value 
of such stocks; (b) purchases of raw materials, etc., for the manufac
ture of products for which there is known to be a demand abroad 
and which can be produced in Denmark at competitive prices, but the 
period of credit in this form must not exceed two years; (c) the fill
mg of large foreign orders for fertilizers, ships, locomotives, railroad 
material, etc., in which cases the guaranties must not exceed 75 per 
cent of the amount of the order and must be gradually liquidated 
within five years, except for ships where .a perIod of six years will 
be allowed for the complete liquidation of the account. 

PlU!:HIUK TO OOVEB STA-n;: LOSSES 

To quote further from Commercial Attache Sorensen's report: 
A small premium is paid for the establishment of a fund from which eventual 

losses may be covered. Premium rates paid by exporters have varied greatly, 
but have always been below the rates at which credit insurance might be 0b
tained in the open market, often less than half the open-market rates. In a 
great many instances-for example, those involving business with Russia
credit insurance as a rule could not have been obtained at reasonable cost 
through private sources. 

The losses so far incurred have been small and have been fully covered by 
premium revenues, notwithstanding the low rates maintained. At the beginning 
of 1929 the surpius accumUlated from ~id-in premiums totaled 350,()()() kroner. 

The attitude of exporters toward State assistance in the beginning was far 
from favorable, but as the administrative features to which the exporters ob
jected were gradually removed or remedied the plan became very popular, so 
that at present practically the entire fund of 45,OOO,()()() kroner is employed. 

The future of the Danish Government export-credit system is uncertain as 
the system itself rests upon authority given for only one year at a time through 
appropriation made available in the annual budget. While it is probable that 
the work will be continued for several years to come, it has apparently never 
been the intention of the Government to establish a permanent organization. 
As local and world credit conditions gradually become adjusted and as the need 
for Government assistance ceases, the Danish Government export-credit system 
will in all probability be liquidated. 

The extent to which the export-credit insurance scheme is em
ployed in shipbuilding is not reported. On January 13, 1928, a mem
ber of the Danish Parliament, in discussing the budget law, said that 
more than one-half of the fund was used to extend credit to vessels 
built in Denmark for foreign account. It was also stated that the 
shipping industry did not look favorably on the scheme, since through 
this means foreign competitors were placed in the position of obtain
ing long-term credits for vessels with which to compete with Danish 
vessels. 

PROPOSED SBIP-HORTGAGB BANK 

On December 16~ ~930, a bill was submitted by the Minister for 
Navigation establisning a mortgage bank for financing Danish ship
ping enterprises. According to Ernest L. I ves, secretary of the 
American Legation at CO:{leIiha~n, the project authorized the pro
posed mortgage bank to Issue Donds in an amount not to exceed 
20,000.,,000 kroner ($5,360,000 at par). The bonds are to be guar
anteed by the Government. Loans are to be granted against a first 
mortgage only, and no mortgage may exceed half the value of the 
vessel. 
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It is understood that a number of Danish shipowners have agreed 
to subscribe 1,000zOOO kroner ($268,000) to the project. The bill pro
vides that no shipowner may subscribe more than 150,000 kroner 
($40,200) and the interest received by the subscribers may not exceed 
5 per cent. The bank will not be opened until applicati?ns for loans 
aggregating 3,000,000 kroner ($804,000) have been receIved. 

To pay the cost of administration and in order to create a reserve 
fund the borrowers must pay 1 per cent of the principal sum when 
the loan is made and 0.25 per cent every six months) in addition to 
which a certain amount must be paid into a sinking fund every 
month. The period of amortization may not exceed 20 years. Ves
sels on which loans are granted must, so far as possible, carry Danish 
crews. 

On June 12, 1931, Commercial Attache Charles B. Spofford, Copen
hagen, reported that the proposed bill had not been enacted but had 
fairly promising chances for adoption during the coming session of 
the Rigsdag. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Regarding the coasting trade of Denmark, Commercial Attache H. 
Sorensen reported under date of May 8, 1929: 

The Danish coastwise trade is open to ships of practically all nations, pro· 
vided these ships are supplied with and sailing under a registry certificate or 
certificate of admeasurement based on the same principles as the Danish Ship· 
measnrement laws of M.arch 13 and September 26, 1867. There is only one 
exception, namely, that foreign ships engaged in Danish coastwise trade must 
be above 15 commercelaester (a .. commercelaest" equals 2 register tons), unless 
.the country to Which ships measuring less than 30 register tons belong has an 
agreement providing for reciprocity of ships below this tonnage. Denmark has 
such reciprocal agreements with Belgium and Germany. The laws which 
govern Danish coastwise shipping are the following: 

1. Law of September 5, 18~, restricting all coastwise trade carried on by 
ships of less than 30 register tons to ships of Danish registry; 

2. Law of April 14, 1865, opening Danish coastwise shipping to all nations, 
irrespective of the size of ships employed, provided agreements of reciprocity 
are entered into by the respective countries ; 

3. Laws of M.arch 13 and September 26, 1867, requiring that all ships calling 
at Danish harbors must be measured according to certain definite mles, which 
correspond to the ones in force at present in Germany and in England. Govern
ment ships (nonfreighters) and foreign ships possessing a certificate of meas
urement issued in accordance with ship-measurement laws based on the same 
principles as the Danish are excepted. 

The bulk of the Danish coastwise trade is done by liners belonging 
chiefly to one Danish company, the United Steamship Co. Only an 
unimportant part of the trade is carried by small domestic sail and 
motor ships. German, Dutch, and Swedish vessels, usually very 
small, from 30 to 200 tons, occupy quite a prominent place in Danish 
coastwise trade, especially the Dutch flat-bottom boats. 

EXEMPTION FROlll FISCAL CHARGES 

IMPORT DU'NES 

The Danish shipbuilding industry is granted reimbursement for 
duties paid on materials and parts used in new construction or in 
repairs or fitting of vessels up to 3 per cent of the cost price of such 
vessel construction or work! or repairs. 



GREECE 
ECONOMIC DEVELOPMENT AND SHIPPING 

The Greeks are the oldest maritime race of Europe. The Greek 
merchant marine is still the most important in the eastern Mediter
ranean and in Turkish, Bulgarian, Rumanian, and Russian waters, 
and the general restoration of activity and increase of the Greek 
commercial Heet since the World War are largely a result of national 
aptitudes growing out of geographical conditions. 

Greece has no colonies or protectorates, hence no political need for 
sea communication with remote territories, but the physical con
figuration of the country, composed of peninsulas, islands, and a 
mainland indented by the sea, requires domestic transportation by 
water, and an interior traversed by mountain ranges compels a con
siderable part of the prolific race to seek a livelihood on the sea or by 
migration across the sea. 

Recently the Greek Government has been active in considering 
means of aid to Greek shipping. During 1926, in addition to re
stricting the coastal trade to vessels of national registry, a number 
of other measures were adopted. These were: (1) The establish
ment of an officers' school at Pirreus; (2) decrees relative to port 
dues, etc.; (3) modification of the decrees relating to inspection; 
(4) promulgation of decree on the age of vessels; and (5) reduction. 
of taxes on vessels. State aid in the form of mail subsidies had been 
given for many years previously. 

THE GREEK COMMERCIAL FLEET 

GROWTH OF THE MERCHANT JllARINE 

The Greek commercial Heet in 1931 comprised 539 vessels of 1,397,-
782 gross tons, all power driven. One hundred and thirty-three of 
these vessels, representing 631,127 gross tons, were of 4,000 gross tons 
or more. The tonnage, however, is old, 1,210,804 tons, or about 86 
per cent of the Heet, being not less than 15 years old and 801,767 gross 
tons exceeding 25 years. 
Durin~ the eight years preceding the World War, Greek shipping 

doubled III tonnage, Lloyd's Register listing 837,000 gross tons as the 
Greek commercial Heet of 1914. The development since 1913 is 
shown in the following table-: 

496 



GREECE 497 

TABLE 117.-GROWTH OF THE GREEK COMMERCIAL FLEET 

July 1-

1913 ___________ _ 
1914 ___________ _ 
1915 ___________ _ 
1916 ___________ _ 
1919 ___________ _ 
192(1--_________ _ 
192L __________ _ 
1922 ___________ _ 

Total 
Oeet I 

Gr ... 1<YM 
722.782 
836,868 
908,725 
133,267 
323,796 
530,261 
599,929 
668, 127 

Po:wer- I Sailing =, vessels l 

Gr_IoM GrDB. 10M 
705, 897 16,885 
820, 861 16, 007 
892, 991 15. 734 
717,045 16, 222 
290,793 33, 003 
496, 996 33, 265 
587, 250 12, 679 
657,604 10. 523 

I Vessels of 100 gross tons and npwards. 

Source: Lloyd's Register 01 Shipping. 

July 1-

1923 ___________ _ 
1924 ___________ _ 
1925 ___________ _ 
1926 ___________ _ 
1927 ___________ _ 
1928 ___________ _ 
1929 ___________ _ 
1930 ___________ _ 
193L __________ _ 

Total 
Oeet I 

Gr ... I .... 
755,441 
761,210 
897,878 
924, 944 

1,028,813 
1,187,508 
1,266,685 
1,390,899 
1,397,782 

Power
driven 

vessels I 
Sailing 

vessels 1 

Gr ... I<YM Gr ••• I<YM 
747,474 7,967 
756, 912 4, 298 
894, 542 3, 336 
921,861 3, 083 

1,025, 730 3, 083 
1,187,508 _________ _ 
1,266,685 ___ . _____ _ 
1,390,899 _________ _ 
1,397,782 _____ • ___ _ 

Owing to lack of capital Greek shipping made little progress until 
the Boer War, when the demand for cargo space forced up freights 
and led to the purchase of considerable tonnage. An added stimulus 
was given in 1910 by the passage of a mortgage law which enabled 
shipowners to borrow capital on favorable terms. Shortly thereafter 
a Greek passenger line was opened to New York to accommodate the 
large Greek emigrant movement to the United States. During the 
four years following the enactment of the mortgage law the national 
steam f!eet was increased by 500,000 gross tons. 

WAB TONNAGE LOSSES 

During the World War 388,000 gross tons of Greek Ilhipping were 
destroyed, or an amount equal to 46 per cent of the fleet of Greek 
nationality in 1914. Besides the losses due to the exigencies of war, 
260,000 tons were sold to foreign registry. Thus nearly 80 per cent 
of the national fleet disappeared from national registry during the 
war. It has been estimated that during this period Greek owners 
were reimbursed by high freight rates, insurance, and sales in the 
amount of $200,000,000. The acting commercial attache at Athens 
reported that $48,000,000 had been employed in the purchase of 
550,000 gross tons of shipping by the end of 1921. 

By 1925 the pre-war tonnage had been exceeded, by 1929 had in
creased to 1,266,f>85 gross tons, and on July 1, 1931, stood at 1,397,782 
gross tons. 

W AB-TIlIIE EARNINGS OF THE FLEET 

On the subject of war-time earnings of Greek shipping Consul 
General Alexander W. Weddell, Athens, reported: 1 

In reviewing the economic history of Greece since 1914 one of the most 
Significant factors in the situation has been the merchant marine and the 
extraordinary profits realized therefrom. * * • . 

Almost COinCidentally with the outbreak of the European war large numbers 
of Greek vessels were requisitioned by the Allied Powers. These vessels under 
requisition were liberally paid for and heavily insured. It is estimated that 
the amount paid to Greek shipowners for their losses through sales and through 
enemy activities in the last four years equals some $60,000,000 (600,000 tons, 
at approximately :£20 sterling a ton). 

The net profits derived from the charter of vesse:s are estimated. as follows; 
During 1915, in the neighborhood of $27,000,000; during 1916, $42,000,000; 

1 See Commerce Reports for Dec. 13, 1020. 
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during 1917, all steamers under requisition by the Allies were paid for at the 
rate of 30 shillings per ton, monthly. 

From unOfficial, but what are believed to be reliable, statistics the net 
prOfits from all sources on Greek shipping, including steamers sold, from 1915 
to 1919, inclusive, were approximately 1,000,000,000 drachmas ($193,000,000). 
These are divided as follows: Steamers lost or sold, 200,000,000 drachmas 
($38,600,000 at the pre-war par rate of $0.193); profit_for 1915, 140,000,000 
drachmas ($27,000,000) ; for 1916, 220,000,000 drachmas ($42,500,000) ; for 1917, 
187,500,000 drachmas ($36,200,000); for 1918, 150,000,000 drachmas ($29,000,-
000); for 1919, 100,000,000 ·drachmas ($19,300,000); or a total in the neigh
horhood of $193,000,000, as just said. 

POSTWAR EMPLOYMENT OF THE FLEET 

A steadily increasing proportion of Greek foreign trade is now 
being carried by Greek vessels, a gain from 51 per cent to 60 per 
cent having taken place between 1926 and 1929; and since restrictIOn 
of the coastal trade to vessels of national registry an equal gain has 
occurred in the Greek share, or a gain from 89 per cent to 98 
per cent. 

. TABLE 118.--GBEECE'S FOREIGN TRADE, BY NATIONALITY OF CABBnNG VESSEL 

Total imports and IIIPorts Imports Exports 

Year 
Share in Share in Share in In Greek In foreign Greek In Greek In foreign Greek In Greek In foreign Greek vessels vessela vessels vessels vessels vessels vessels vessels vessels 

--------
Ca,got .... Cargot .... p.,ctflt Ca,got .... Cargot .... p., emt, Ca,go tOft, Ca,gotOlU P".emt 

1926 ___ 2, 161,417 1,682,491 56.23 1,498, 829 1,199,439 55. 551 662, 588 483,052 67.84 
1927 ___ 2, 263, 501 1,927,292 54.01 1,584,549 1,442, 399 62. 35 678, 952 484,893 58.34 1928 ___ 2, 706, 130 1,896,561 58.79 1,901,700 1,435, 718 56. 98 804, 430 460.843 63.58 1929 ___ 

3,178, 609 2, 161, 660 59.63 2, 190, 258 1,675, 668 56. 66 988, 351 476,092 67.49 

Source: Statistique G6n6rale de Ia Grec, 1926 and 1929. 

TABLB 119.--GBEECE'S COASTAL TlI.ADE, BY NATIONALITY OF CABBnNG VESSEL 

Year 
T~i~ :r- T~~ :r- Share in 

Greek foreign Greek 
vessels vessels vessels 

Cargo tOIU Cargo tOIU p". .rIfIt 1926_ ___________________ __________________ ____________________________ 1,235,330 155, 930 88. 80 
1927 _ ___________________________________________ ____ __________________ 1,232, 619 68, 750 94. 72 
1928_ _______________________________________ __________________________ 1,505,332 27,517 98. 20 
1929__________________________________________________________________ 1,716, 973 31,798 98.18 

Source: Statistique G6n6rale de la Grec, 1926 and 1929. 

POSTAL SUBSIDIES AND NAVIGATION BOUNTIES 

POSTAL SUBSIDIES 

Greek foreign mails are carried principally by foreign vessels at 
International Postal Union rates. A few small subSIdies are in 
existence for the conveyance of mails around Greece and to the 
.iEgean Islands, Crete, and other parts of the eastern Mediterranean, 
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and are diSburseu through the postal service under the designation, 
" indemnities." Following are recent figures: 

TABLE 120.-SUBSIDIES TO GBEI!lK VESSELS FOB MmlTEBBANEAN MAIL SERVICES; 
1901-1910 AND 1923-1929 

Year I 

lOOL _____________________ _ 
1902 ______________________ _ 
1903 ______________________ _ 
1904 ______________________ _ 
1905 ______________________ _ 
1906 ______________________ _ 
1907 ______________________ _ 
1908 ______________________ _ 
1909 ______________________ _ 

Annual subsidy I 
Equivalent 

Drachmas ~a~i~~ 

208, 5liO 

~~I 210,900 
212, 050 
217,975 
307,750 
434,050 I 
373, 225 1 

rency:l 

$40,250 
30,386 
44, 390 
40,704 
40, 926 
42,069 
59,396 
83,772 
72,032 

1 Data for 1911-1922 not at hand_ 

Year 1 

1910 _____________________ _ 
1923 _____________________ _ 
1924 _____________________ _ 
1925 _____________________ _ 
1926 _____________________ _ 
1927 _____________________ _ 
1926 _____________________ _ 
1929 _____________________ _ 

Annual subsidy 

Equivalent 

Drachmas ~ar~i::_ 

400,175 
999,600 

1,604, 000 
2,350,000 
8,190,000 
5,055,000 
5,881,000 
5, 165,500 

rencyl 

$77,234 
17,100 
28, 710 
36,660 

103,200 
66,725 
76,450 
67,022 

• Converted at tbe pre-war par rate of $0_193 to tbe drachma for tbe years 1901 to 1910; at $0_0171 for 1923, 
$0_ 0179 for 1924, $0_0156 for 1925, $0_0126 for 1926, $0_0132 for 1927, and at the newly stabilized par of $0_013 
for 1926 and 1929_ 

Souroe: Statistique des Postes, Telegrapbes et Telepbones, 1929. 

NAVIGATION BOUNTIES 

SUBSIDIES TO BOUTl!l SERVICES 

According to a report by Acting Coinmercial Attache Charles E. 
Dickerson, jr., Athens, February 5, 1926, parliamentary action was 
taken with a view to stimUlating renewal of Greek vessel tonnage. 
Mr. Dickerson stated: 

In order to rehabilitate the passenger marine, the Greek GovernmeDt issued 
8 legislative decree, published in the Offi<;ial Greek Gazette of December 16, 
1925, under which ull passenger steamers taking the Greek nationality must 
pay the following fees: 

1. If UDder 10 years of age: No fee. 
2. If 11 to 15 years: 10 shillings ($2.43) per gross ton for the first 2,000 

tons and 5 shillings ($1.22) per ton exceeding 2,000 tons. 
3. If 16 to 20 years: £1 lOs. ($7.30) per gross ton for the first 2,000 tons, 

and 10 shillings ($2.43) per ton exceeding 2,000 tons. 
4. If 21 to 30 years: £2 ($9.73) and £1 ($4.871 as above. 

No steamer exceeding 30 years of age may be registered as a Greek steamer. 
Moneys to be collected from these fees will be used by the Government for 

subsidies to passenger steamers less than 10 years of age serving certain Greek 
or international coast lines. 

On February 21, 1928, Consul Edwin A. Plitt, Athens, reported 
that the Yannoulato Navigation Co. had entered into an agreement 
with the Ministry of Communications concerning the establishment 
of a semimonthly steamer service between Greece and Albania for 
an annual subsidy of 1,700,000 drachmas ($22,100 at $0.013 to the 
drachma). The agreement was signed for one year only. 

SUBSIDIES TO PASSENGER VESSELS 

In the early part of 1927 the Council of the Merchant Marine ap
proved a decree granting subsidies to new passenger vessels, the 
principal provisions of which were: 
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Passenger vessels less than 10 years old, of 1,000 or more gross 
tons, empl~yed in the services between Pirreus and Constantinople, 
Marseille, Corfu, Brindisi, and Alexandria, are entitled to subsidies 
fixed by the state. 

For vessels from 1 to 5 years old, 20 metallic drachmas (prob
ably old drachma of $0.193) per gross ton for the first 2,000 tons, and 
10 drachmas for each gross ton above 2,000 gross tons. Ac
cordingly a 4,000-ton vessel would be entitled to an annual subsidy 
of $7,720 for the first 2,000 gross tons and $3,860 for the second 2,000 
gross tons, or an· annual total of $11,580. Vessels over 5 years old 
were entitled to one-half of these rates. 

The subsidy is payable quarterly, and the vessel is obliged to com
plete at least 15 sailings a year for the first line and 20 a year for 
the second line; to carry mail free of charge j to maintain 12 knots 
speed; and to grant a 50 per cent rebate on the passage charges of 
military and public officials. 

A credit of 2,000,000 drachmas was entered in the budget of the 
governing board of the merchant marine to cover the subsidy outlay. 

PBOPOSED SUBSIDY PROGRAM OF 1931 

Two factors caused a comprehensive survey of the national com
mercial fleet of Greece to be made in 1930 and resulted early in 1931 
in broad recommendations covering all forms of Greek shipping 
activity. The first of these factors is the inability of the National 
Steam Navigation CO.1 which operates services between Pirrens 
and New York, to contmue its trans-Atlantic service without Gov
ernment support. The second factor is the a~e of the Greek mer
chant tonnage, a large proportion of which is m the older age cate
gories, which raises problems of marine insurance. 

The situation was studied by a commission presided over by the 
Minister of Foreign Affairs and composed of representatives of all 
elements interested in the Greek merchant marine, whose findings 
as discussed in the following pages were reported on January 13, 
1931, by American Vice Consul Albert E. Clattenburg, jr., Athens. 

RecommendatiDn8 concernmg trans-Atlantio pa88enger traffic 

The commission found that the trans-Atlantic fleet of the Greek 
merchant marine would disappear because all its competitors have 
financial sUl?port from their governments which it, itself, lacks. It 
states that III the interests of national export trade and national 
defense this part of the Greek merchant fleet should not be· allowed 
to disappear] and makes the following recommendations, the applica
tion of whiCh it deems imperatively necessary to keep the Greek flag 
flying on the Atlantic: 

The State wllI give its guaranty to a bank or a foreign shipbuilding firm for 
the granting of a credit of :£1,500,000 sterling ($7,800,000 at the par rate of 
$4.8665). This loan is to be paid ot! in installments within 20 years and is to 
he used for the construction of two motor vessels of 15,000 gross tons and with 
a speed of 19 knots. With these two vessels and the Byron, which is now in 
service, a direct passage between Pineus and New York, lasting only 11 days, 
can be ot!ered at 2o-day intervals. 
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The State will pay the interest on the credit for the construction of the 
above two ships in so far as it exceeds 4 per cent. It will also contribute the 
sum of £125,000 ($608,300) each year, for 15 years, toward- the liquidation of 
this credit. 

Certain ports will be fixed as ports of emigration, as is done in other coun
tries, in order to make competition by foreign vessels more difficult. 

The State will be guaranteed, by representation on the board of directors, a 
share in directing the company that will receive these benefits. 

The State, in return for benefits granted, will be accorded certain privileges 
and a share in such profits as may result. 

Recommendations concerning Mediterranean tralfic 

Passenger services confined to the Mediterranean were found not 
to be in so precarious a; condition a;s the New York line. The follow
ing recommendations were nevertheless made: 

No vessel purchased abroad may be registered as a Greek vessel if it is OYer 
2() years old. An exception is made for vessels of less than 300 tons intended for 
purely local service; The age of these must not, however, exceed 25 years. 

All passenger vessels acquired under the above ruling will be put out of use 
when they reach the age of 40 years. 

SimultaneollB sailings of vessels in any service will not be permitted unless 
need is shown. 

Subventions will be granted to companies operating the following necessary 
international routes: Pirreus-Albania; Pirreus-Cyprus; Pirreus-Dodecanese; 
Pirreus-Alexandria; PirrellB-Istanbul; Pirreus-Marseille. These subventions are 
for the purpose of improving the quality and increasing the number of vessels 
serving these lines. _-

All vessels now rn service will be cOIlBidered unsuitable and put out- of use 
without any other examination as soon as they are I;iO years old. 

Owners of vessels eliminated by the terms of tne paragraph above will be 
compensated from funds to be collected from the owners of vessels which remain 
in service. The possible amount of this indemnity will be reduced every two 
years, and no indemnity will be granted at all after the present plan has been 
in force 10 years. . 

Special and sufficient measures will be taken to care for seamen who are 
thrown out of work because their vessels are retired on account of age. 

There will be at least 31 vessels retired immediately if these pro
posals are 'put into effect, as there.were 31 passenger vessels over 50 
years old ill the Greek merchant marine on January 1, 1930. The 
average Greek passenger vessel-a term that does not include the 
three Greek trans-Atlantic liner~has an age of 35 years and a gross 
tonnage of 686 tons. This passenger fleet of 113 vessels comprises 
20.96 per cent of the Greek merchant marine by number, and 5.75 
per cent by gross tonnage. The Greek cargo fleet of 419 vessels aver
ages 20 years of age and 2,970 gross tons. There is a surplus of ves
sels on profitable routes. 

PROPOSED MARITIME-INSURANCE PLAN 

The question of maritime insurance on hulls affects the Greek 
merchant marine to-day more vitally than almost any other. For 
this reason the proposals under this head made by the commission 
referred to above are of great importance. 

It is proposed to establish an organization in the form of a cor
poration. Provision will be made for an extension of capital and 
field of operation after the scheme is once in working order. It will 
work in close collaboration with the English insurance companies, 
assuming risks in no case on more than a fraction of the insurable 
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value of the hull. It is hoped that by the severity of its examinations 
of vessels and inquiries into damage claims it will be able to effect 
a lowering of the present insurance rates charged Greek vessels. 

The capital of the projected corporation, which is temporarily 
fixed at £100,000 Sterling ($486,650), will be raised as follows: Two
fifths by a levy of 1 shilling per gross ton on the fleets of all Greek 
shipowners; two-fifths by the State; and one-fifth by a Greek bank. 
The shipowners will have the right to buyout the shares of the Gov
ernment and the bank, and it is expected that they will· exercise this 
right so that the organization will eventually be entirely owned and 
controlled by them. 

The commission estimates that the expense to the Government of 
this project, if adopted without change, will never exceed £200,000 
($973,300) per annum and that this amount will not be required until 
the close of the first 5-year period. 

GREEK MARITIME CREDIT 

PROPOSED BANK OF MARITIME CREDIT 

The commission whose findings in relation to shipping services 
and maritime insurance have just been quoted included in its report 
a recommendation relating to maritime credit. 

The commission advises the foundation of an institution in the 
nature of a bank which will grant long-term credit to shipowners. 
Loans to be made by this bank must be devoted three-fourths to the 
acquisition of new vessels and one-fourth to the operation of vessels 
actually in service. The State will pay, in cases where it sees fit, 
as much as 2 per cent of the interest on these loans. If the pro
,ceeds of the loans are used to purchase vessels not constructed to 
order, the vessels purchased must be in first-class condition and not 
over 15 years old when intended for freight service or 20 years old 
when intended for passenger service. 

Vessels which have their repairs done in Greek rather than foreign 
yards will be able to secure loans for this purpose from the Marine 
Credit Bank at the most favorable rates. 

PREFERENCES AND 'RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The coasting trade of Greece was formerly reserved to Greek 
vessels and the vessels of nations which admitted Greek vessels in 
their coasting trade. . This rule was suspended during the war and 
suspended again in 1922 because virtually all Greek vessels were then 
employed in the army and refugee movement from Asia Minor. 
Before the war AustrIan vessels were admitted reciprocally to the 
Greek coasting trade, and until June 15, 1927, the privilege was 
extended to these vessels after coming under the Italian flag. 

In respect of the coasting trade Acting Commercial Attache Ralph 
B. Curren, Athens, reported on August 15, 1929: 

The right to engage in the cOllsting trade in Greek wllters in the past bad 
been extended to a number ot countries as a result ot special clauses included 
In the commercial treaties between Greece and those countries, but on and 
I, 'ter June 15, 1927, suell coasting trade was restricted to ships ot Greel;: 
registry only. 
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When Greece decided to abrogate all commercial agreements .with foreign 
countries and to conclude new agreements to comply with the new import tariff, 
it was decided that the coasting trade should be restricted to ships of Greek 
registry. On January 15, 1927, coastwise trade by ships belonging to other 
nations was prohibited by a circular sent by the Greek Ministry of Marine to 
all Greek port authorities. However, as a temporary agreement with Italy 
providing for- the mutual extension of coasting-trade rights was still in force, 
the prohibition was suspended until after the enforcement of the new Greek
Italian commercial agreement, and the restriction of the coasting trade to 
ships of Greek registry only was definitely enforced by circular of the Ministry 
of Marine on June 15, 1927. . 

Foreign ships are _ accordingly not permitted to take passengers and cargo 
from one Greek port to another, but are free to discharge passengers and 
cargo carried from foreign ports or accept passengers and cargo going to 
ports located out of Greek waters. 

The effect of coasting-trade restriction may be observed in the 
operations of the coastal fleet during 1926.to 1929 as set out in Table 
119 (p. 498), showing a 10 per cent increase in the share of Greek 
shippin_g after obtaining the monopoly. 

Mr. Curren also reported that the shipowners engaged in coasting 
trade formed a trust in 1929 for the purpose of coordinating the 
activities of shipping companies and eliminating excessive competi
tion. The statutes of the trust were submitted to the Minister of 
National Economy, who signe~ them on May 22, 1929. 

PROPOSED PREFERENCES TO CARGO VESSELS 

The Government commission appointed in 1930 to study Greek 
shipping matters included in its report, besides the recommendations 
already quoted, a recommendation concernin~ cargo vessels. The 
commission found the freight-carrying branCh of the Greek mer
chant fleet to be in a very favorable position. It further found 
that no demand for financial aid to cargo boats had been made upon 
it. Nevertheless it proposed: ' 

Lightening of taxes and charges made against this type of vessel in a manner 
to help them, but not to change the rate of taxation on the personal income 
of the various shipowners. 

No direct control of the age of cargo vessels is to be employed, but a similar 
effect will be produced by the terms of the establishment of the organization 
to grant maritime credit. 

Excessive insurance premiums exacted of Greek vessels, and particularly 
of freight vessels, will be reduced by the establishment of a national maritime
insurance organization. 

Most Greek cargo vessels are owned by their masters, who operate 
them with the utmost economy, which accounts for the low freight 
rates they can quote. Reduction of expenses chargeable to these. 
vessels Will enable them to charge still lower freight rates. 



NEW ZEALAND 
ECONOMIC DEVELOPMENT AND SHIPPING 

New Zealand, with a population of only 1,500,000 and an area of 
104,000 square miles, presents an important and interestin~ shipping 
development, as well as one of the many world examples 01 the effect 
that modernized land transportation has upon shipping so far as it 
relates to domestic commerce. As Consul Bernard Gotlieb, Welling-
ton, explained in a report of March 15, 1929:· -

The Dominion is an island' country isolated from the rest of the world by 
wide stretches of ocean, and its prosperity is bound up in the maintenance of 
trade with overseas markets. In the past its development has been largely 
aided by shipping services, which were essential in the absence of adequate 
land transport facilities. No part of New Zealand is more than SO miles 
from the sea-from which it might be inferred that its people would include 
a large proportion of seamen, and that with the increase of population and 
commerce more and more of its domestic trade would be water borne. 

Actually the reverse is the case, and fewer ships and men are employed in 
the coasting and intercolonial trades now than 20 years ago. Laid-up ships for 
which no employment is offering are familiar objects in several New Zealand 
ports. Since the war quite a number of old ships have been sold to foreign 
buyers or have been broken up or otherwise disposed of. It is true that they 
were obsolete and had seen their best days, but except in a very few cases they 
have not been replaced by new ships. 

The value of the exports from New Zealand in 1929 was £55,-
579,063 ($270,475,510) and of the imports £48,797,977 ($237,475,355). 
The United Kingdom dominates the trade of New Zealand, supply
ing approximately 49 per cent of the imports and taking 72 per cent 
of the exports. The United States in 1929 supplied 18.6 per cent of 
New Zealand's imports and took 6.57 per cent of its exports. 

THE NEW ZEALAND COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

The commercial fleet of New Zealand under registry as of Decem
ber 31, 1929, consisted of: 

TABLE 121.--GROWTH OF TIlE NEW ZEALAND COMMERCIAL FLEm 

--

I 
Steam and Salling Steam and Sailing 

Year TotalOeet' motor Year Total Oeet' motor 
vessels , vessels , vessels , vessels , 

Gro .. IOfII GrOlIlOfi. GrOlIIOfil GrorilOfil GrOll 10fil GrOl.'OfiI 11)20 ____________ 
139,945 116, 611 23,334 

1925 ____________ 
207,764 186,520 21,24.f 

1921. ___________ 147,832 122,371 25,461 
1925 ____________ 

202, 354 189,454 12, 900 1922 _________ • __ 
150. 589 127,006 23,583 

1927 ____________ 
204,760 192,106 12,654 1928 __ ._. _______ 164,882 143, 164 21,718 

1928 ____________ 
194,204 181,800 12, 504 1924 ____________ 

190,1« 168, 847 21,297 
1929 ____________ 

211,448 201,663 9,885 

'Includes vessels employed exclusively in the river service-the so-called "mosquito" Oeet of Auckland. 
Tonnage employed in the foreign trade only romprisea 38 vessels of 61,395 gross tons. 

Source: New Zealand Official Yearbook, 1931. 
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Several.of the larger vessels of the Union Steamship Co. of New 
Zealand employed in both the coastal and the foreign trade of the 
Dominion are registered in the United Kingdolll and therefore are 
not included in the table above. . 

miPLOYMENT OF THE FliEET 

Growth in the foreign trade more than neutralizes the effect of 
declines in New Zealand's intercolonial trade in respect of tonnage, 
and goes a long way toward redressirig the great decrease in the 
number of seamen employed in those trades. Table 122 gives the 
position of the tonnage and personnel of three general groups of 
vessels classed as co~stal, partly coastal and partly foreign or inter
colonial, and foreign only. 

TABLE 122.-EMPLOYMENT OF THE NEW ZEALAND CoMMEBOlAL FLEET, 1905-1914 
AND 1920-1929 

Coastal trade 
I 

Partly coastal and partly 
intercolonial and island Foreign trade 

Year 
Number Gross Men and Number Gross Men and Number I Gross Men and 
of vessels tona boys ofvesseJs tona boys of vessels ~ boys 

------------ ---
1908 ••••••• 388 60,568 2,926 41 60, 649 1,771 53 23,922 742 
1909 ••••••• 366 50.557 2,810 41 62,818 1,770 34 20,377 653 
1910 ••••••• 3;1 46,003 2,598 43 65,797 1,986 34 19,930 700 
1911 ••••••• 352 48, 781 2,671 47 64,836 1,850 33 23,274 747 
1912 ••••••• 326 44,539 2,464 49 73, 727 2,040 20 12,523 479 
1913 ••••••• 358 45,OB2 2,730 46 68,259 1,845 29 27,015 912 
1914 ••••••• 357 44, lOB 2,738 38 56,740 1,437 18 5,178 160 
1920 ••••••• 333 44, 396 2,479 13 11,026 249 28 17,881 642 
1921 ••••••• 332 46,838 2,593 11 11,782 256 34 21,884 599 
1922 ••••••• 324 49,437 2,558 14 13,832 318 30 16,964 517 
1923 ••••••• 331 47,252 2,431 15 13,901 313 29 26,957 879 
1924 ••••••• 337 43,436 2,442 10 10,632 ,1235 41 45,884 1,182 
1925 ••••••• 315 38, 97. 2, 352 11 10,798 ,> 243 40 54, 319 1,395 
1928 ••••••• 201 29,364 1,743 6 4,211 111 .2 66,012 1,691 
1927 •••••••• 202 30,731 1,816 6 3,878 111 50 65,520 1,666 
1928 ••••••• 200 32,867 1,875 6 4,427 136 45 62,908 1,600 
1929 ••••••• 209 34,448 2, 01. D 8, 141 215 38 61,395 1,575 

Commenting on these figures Consul Gotlieb said: 
Reasons for the decline in coastal shipping are not hard to find, Just as 

the linking of Auckland and Wellington by the Main Trunk Railway sounded 
the knell of the once-popular east coast passenger steamer service, so the 
completion of the Otira tunnel and the Midland Railway pronounced the doom 
of the ships that formerly found regular employment in the coal, timber, and 
general-cargo services between the east and west coasts of South Island. 
Other factors are the remarkable postwar development of motor transport 
and of hydroelectric schemes in New Zealand and the increasing use of oil 
fuel at sea. Use of oil fuel has hit the coal trade hard and accounts for 
much of the decline in the coastal and intercolonial collier services and for 
the employment of fewer men in certain ships and trades. 

POSTAL CONTRACT SERVICES 

CONTRACTS OF 1869-1907 

The Government of New Zealand has paid postal subventions since 
1869, when a contract was concluded between New Zealand and New 
South Wales on the one hand and the Union Steamship Co. and the 
Pacific Steamship Co. on the other. The contract provided for a 
monthly service between Sydney and San Francisco via Auckland 
and was made primarily to facilitate the dispatch of the colonial 

85083-32--34 
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mails to and from England through use of the newly completed 
transcontinental railroads in the United States, shortenmg the time 
considerably. 

The subsidy was £37,000 ($180,060) a year, of which New South 
Wales paid £25,750 ($125,310) and New Zealand £11,250 ($54,750), 
and was continued until November, 1890, when a new contract was 
concluded and the subsidy much reduced, the amount being based 
upon the weight' of mail carried. 

Various changes were made in this contract but the last contract 
between the New Zealand Government and the Oceanic Steamship 
Co. (an American line) terminated on November 10, 1906. From 
that time until April 12, 1907, this company carried the mails at 
Postal Union rates. 

In 1901 the New Zealand Government concluded an agreement 
with the Union Steamship Co., a New Zealand corporation, for a 
monthly service between Sydney, Wellington, and San Francisco . 

• CURRENT OCEAN·MAIL SUBSIDIES 

Consul General W. L. Lowrie, Wellington, in February, 1930, 
summarized the subsidies paid by the New Zealand Government for 
the contract conveyance of mails at that time between Auckland 
and Vancouver, Wellington and San Francisco, and Wellington and 
Melbourne as follows: 

The monthly service between New Zealand and Vancouver is subsidized to the 
extent of £20,000 ($97,330) and the monthly service between Wellington and 
San Francisco costs the Government :£25,000 ($121,665). The Australian 
service during the first five months it was in operation cost the Government 
£15,000 ($73,000). The total charges for and incidental to the conveyance of 
ocean mail represents an expenditure on the part of the New Zealand Govern
ment of £104,058 ($506,400), divided: 

TABLIIl123.-ANNUAL POSTAL-SUBSIDY PAYMENTS BY NEW Zlr.A.LAND 

I Annual subsid:r 

Service 

u. S. cor-
renc;r I 

SterUng I ':"'r~ --1,-, PacIfic services: 

Nortcl'~~~~~~~~.~~.~~~~~~!~:: •••••••••••••••••••••••••••••••• 1 £5, 000 $2t, 332 
11,000 43,300 

648 2,666 
25,000 121,666 ~:'!'~i~!*!; ~£~~~::::::::::::::::::::::::::::::::::::::::::::I 

Traveling expenses and allowances to officers employed iD the marine post-office I 
In tbe Vancouver and San Francisco services .••••••••••••• " ••••••••••••.•••••• 

New Zeeland·Vancouver servlces ••.•••••••••••••••••••••••••.•••••••••••••••••••• 1 
Canal Zone transit to Central and South AmeriCB. •••••••••••••••••••••••••••••• 
Great BritaiD land transit_ ••••••••••••••••••••••••••••••••••••••••••••••••••••• 

1,100 5, 35S 
20, 000 97,330 

10 48 
400 1,946 

Total, Pacific servlces..;._..................................................... 61.058 297.140 

Eastern services: J t • 

~:.~ ~r1~~~:~~~~~~~.~.~~~.~~.~~~~::::::::::::::::::::1 1,:r:1 t ~ . r-
Total. eastern fI4!lV\ces.. ••• ,...................................................... 1, 700 8,210 

Australian services; 
New Zeeland·Australlan services (& months) ••••••••••••••••••••••••••••••• : •••• 

~::I~~~:":!~:"~~~~:::::::::::::::::::::::::::::::::::::::::::::::: 
Total annual ocean·malI P8;rmenta ••• -••• _ •••••••• _ •••• __ •• ___ ._ •••••••••••••• 

I Oonverted at the par rata of $4.8665.. 

15,000 I '13,000 
26, 000 [l26, 630 

300 .. l,~ 

11K, 0581 Ii06, 400 
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The mail service between New Ze'aland and Australia by way of 
South Island ports was inaugurated late in 1929 following invitation 
for tenders for this service. This contract was awarded to the 
Union Steamship Co. As indicated above,· the cost of this service 
mav equal the combined amounts paid for the services to Vancouver 
and to San Francisco. 

Above subsidies have been reduced for 1931-32 in the following 
amounts: New Zealand-San Francisco service, from £25,000 to £22,-
500; New Zealand-Vancouver service, from £20,000 to £18,000. The 
New Zealand-Australia serviCe has been discontinued. 

PREFERENCES AND RESTRICTIONS 

'RESERVATION OF THE COASTING TRADE 

No statutory enactments restrict the coasting trade of New 
Zealand to ships of Dominion registry, Assistant Trade Commis
sioner Charles F. Kunkel reported under date of July 15. 1929. 
Such trade is therefore open to the shipping of other countries but 
is subject to the provisions of section 75 of the New Zealand ship
ping and seaman act of 1908, which require that such ships shall pay 
current rates of wages ruling in New Zealand even if such seamen 
have been employed abroad at other wage scales. Vessels also must 
conform to sections 21 and 54 of the act. which provide that manning 
shall be in accordance with the New Zealand manning scales laid 
down in section 21 and the second and fourth schedules of the act, 

EXEMPTION FROM FISCAL CHARGES 

PORT DUES 

In addition to direct payments to subsidized steamers, an impor
tant concession is made by harbor boards by which such vessels are 
exempted from a large amount of dues collectible under the harbors 
act. Assistant Trade Commissioner Kunkel on May 31, 1929, 
reported that an exemption clause is included in the contracts for 
the Vancouver and San Francisco services--but not to the extension 
of these services to Sydney. Continuing, the trade commissioner 
said: 

The effect of this exemption is illustrated by its application to the Van
couver service. In the 12 months ended September 30, 1928, the Aorongi and 
the Niagara were liable for £9,746 ($47,425) in respect of port charges; that 
is, pilotage, berthage, port dues. and the use of tugs, (There is no exemption 
from light dues, which are paid to the marine department,) They paid 
£5.166 ($25.140), the remaining amonnt being claimed as exemption under 
the terms of the mail contract. When the vessels are discharging and loading 
Vancouver mail and cargo at Auckland in the inward and outward trips, the 
exemption clauses applv; charges are levied when they are doing Sydney 
business. As it would be impossible to keep an exact tally of the nature of 
business by minutes or hours, the harbor board has an arrangement with the 
Union Steamship Co. that' one day in port is to be regarded as Vancouver, 
(and therefore exempted) bUSiness and that charges will be levied for the 
second day. 

This exemption clause cost the Auckland Harbor Board £4,580 in 1927-28, 
The Government pays a subsidy of £20,000 a year for the Vancouver service so 
that the dues sacrificed by the Auckland board were equivalent to nearly 23 
per cent of the subsidy. The payment for the San Francisco service is £25 000 
a year, in addition to which the Wellington Harbor Board makes a consider~ble 
contribution by the waiving of dues. . 



PORTUGAL 
ECONOMIC DEVELOPMENT AND SHIPPING 

Many factors which ordinarily stimulate maritime enterprise are 
present in Portugal, despite which the development of Portuguese 
shipping has been slow. Portugal and the Azores and Cape Verde 
groups, with a population of 6,080,000, are on the principal world 
trade routes between Europe and Africa, between the Panama Canal 
and South America, and between North America and the Mediterra
nean. Portuguese Timor off the north coast of Australia, Macao in 
the mouth of the Canton River, Portuguese India, Mozambique 
(Portuguese East Africa), Angola (Portuguese West Africa), and 
Portuguese Guinea give Portugal a wide spread of possessions and 
colonial interests separated from the mother country and from each 
other by long sea routes. 

Portugal is a relatively narrow strip of land, with an extensive 
seacoast and well-known fisheries. HIstorically the nation was a 
world power through maritime enterprise before the domination of 
the sea by Spain. 

THE PORTUGUESE COMMERCIAL FLEET 

GROWTD OF THE MERCHANT HARINE 

In 1900 Portugal had a merchant fleet of 109,000 gross tons, in 1905 
there were 101,000 gross tons, and in 1910 this had increased to 114,000 
gross tons. At the beginning of the World War a considerable 
amount of German tonnage was already in Portuguese ports or 
arrived shortly thereafter. Portugal entered the war and seized 
these vessels, thereb'l acquiring 72 steamers of 243,000 gross tons, 
twice the tonnage 0 the entire pre-war Portuguese fleet. The new 
fleet was employed in commercial work or in the cause of the Allies 
or for the benefit of the Portuguese Government. 

As of July 1, 1931, Portugal had 276,357 gross tons of commercial 
vessels of 100 tons and upwards. All of the gain over the pre-war 
fleet is in power-driven tonn~e, sail tonnage now being 5,000 tons 
less than in 1913, as the followmg table discloses: 
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TABLI!: 124.--GBOWTH OF THE PORTUGUESE CoMMERCIAL FLEEr 

100yl- Total 
fleet • 

Power· 
driven 

vessels • 

Sailing 
vessels • luIyl- I Total 

fleet· 
Power· SaiJiDg =. vessels' 

-----1·--1---------------
Groa ~~ Gr ... 10m GrOll 10m 

~:~:::::::::::::::: ~~'1 :-t:: ~~ 
mL::::::::::::: ~~ S:~ ~~ 
}m:::::::::::::::: ~k~~:: ::= 
~~:::::::::::::::: ~~ ~~ !t~ 
1923................ 301, 607 261,317 W, 290 

• Vessels or l00"gross toni and npwanls.. 

8omeo: Lloyd's Register or Shipping. 

Or ... 10m a .... "".. Or ... 10m 
1921................ 301,308 263, 839 37,4(i9 
1925................ . 299,921 267,310 32, 611 
1926................ 260, 116 251,037 29,079 
1927................ 258, 448 229,523 ·28,925 
1928................ 246, 126 219,337 26, 789 
1929................ 246, 368 219,379 26, 969 
1930................ 265, 265 238, 669 26,596 
1931................ 276,357 2M, 258 22, 099 

SALE OF GOVERNMENT VESSELS 

The 72 seized German vessels were placed under the management 
of the Transportes Maritimos do Estado (State Marine Transport) 
and assigned to various routes, but were withdrawn by 1922. Certain 
of the ships were offered for charter under sealed proposals, but 
no tenders were received. The Government then appointed a liquida
tion commission, which was charged with the legal transfer or sale 
of the vessels, the liquidation of former agencies and material, and 
the closing of all accounts of the State shipping board. 

During the period of liquidation the commission was authorized 
to charter the vessels but without prejudice to possible sale to private 
interests. The vessels were authorized to be sold to a Portuguese 
corporation which should obligate itself to waintain the vessels in 
services of national interest. For purposes of the sale, "national 
interest" was defined as (a) colonial service, (b) service to Brazil, 
and (c) coastwise service. The colonial services included lines to 
the Cape Verde Islands, to Angola and Mozambique in Africa, and 
to India, Macao, and Timor. Brazilian services were directed to 
Para and Rio de Janeiro, and the coastwise services included con
tinental Portugal and the Azores and Madeira Islands. 

Late in 1923 a bill was introduced authorizing the sale by auction 
of all the remaining German vessels. 

DISCRIMINATING DUTY LAW OF 19~2 

Having acquired a relatively important fleet, Portugal sought to. 
establish this fleet in the world trades, and in an attempt to find 
essen~ial employment following the post-war slump granted to cargo 
en~~g J.>ortugal a refund of 10 pe! ce~t of the import duty if 
~rnVlllg ill vessels of Portuguese nationality. The policy outlined 
ill the preamble of the law was that the country must join in the 
world's movement fol" economic defense; that its traditions justified 
~nco~ragement ~ shipping; and t.hat the country already had at 
Its disposal an Important and effiCIent merchant fleet which would 
contribute to improvement of the general economic condition of 
Portugal. 
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PROVISIONS IN FAVOR OF PORTUGUESE VESSELS 

The methods by which Portuguese vessels were favored by the 
provisions of the law of January 1, 1922, comprised: 

(1) Goods shipped in Portuguese vessels--
(a) Reduction of 10 per cent on all customs duties and surtaxes 

on imports; 
(b) Reduction of 10 per cent on all customs duties and surtaxes 

on ex'p0rts shipped by Portuguese vessels to Portuguese 
colorues; 20 per cent reduction in the same charges on 
goods shipped to foreign countries in Portuguese vessels. 

(2) To Portuguese shipowners: Reduction of 10 per cent in rent
als of offices and warehouses, and preferential treatment in the use 
of quays and wharves and in the dispatch of ships, and new ship
yards were to be entitled to tax exemptions. 

(3) To Portuguese officers and seamen: Subsistence in case of ill
ness; pension in cltSe of disability and pensions for widows and 
minor orphans. 

Aid to the shipbuilding industry was provided through construc
tion bounties based upon the tonnage, power, and mechanical equip

. ment, the concession of certain fiscal facilities, and financial assist
ance in the form of loans. 

To these advantages to Portuguese shipping interests was added 
the provision (art. 3) by which all duties, taxes, and licenses were 
to be paid by the Portuguese ships in escudos, and by foreign vessels 
in sterling at par. 

SBIPPING AID FUND 

In addition to the fund resulting from collecting official charges 
against foreign vessels on a sterling basis, the Portn."uuese Govern
ment was authorized by this law to provide a special fund in aid 
of ship ring from the following sources: 

(a Twenty per cent of the price of passages in foreign ships 
to the Portuguese colonies, provided Portuguese lines 
exist in the same service; 

(b) A passenger tax of 20, 15, 10, and 5 per cent of the price of 
passages sold in the territory of the Republic for de luxe, 
first, second, and third class passages, respectively. This 
tax was not collected on tickets for passage on Portuguese 
vessels nor for tickets to Portuguese ports; 

(c) One per cent ad valorem on fish caught or imported, except 
codfish caught by Portuguese vessels; 

Cd) One centavo ($0.0108) per kilo of fish exported. 
Other provisions cover the amount of fines and penalties collected 

for infractions of the law. 
The funds thus accruing were to be distributed : 

(a) Twenty per cent to the general expenses of the Govern-
ment; . 

(b) Twenty per cent for payment of construction bounties and 
loans to shipbuilders; 

(c) Five per cent to seamen's disability fund; 
(d) Fifty-five per cent to port works and the support of a 

school for navigation and shipbuilding as established by 
the law of January 1,1922. 
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MODIFICATIONS OF 1928 AND 1929 

On November 19, 1928, the rebates on Portuguese customs duties 
were modified so that foreign merchandise in order to obtain the 10 
per cent rebate must be transported for at least half of its distance 
from abroad in Portuguese vessels.1 This meant that United .States 
merchandise transshipped at London or Hamburg could no longer 
obtain the 10 per cent discount in customs duties even if carried in 
Portuguese vessels from the transshipment points, the distance from 
such points to Lisbon or the Azores being less than half the distance 
covered by the goods from the point of origin, the United States. 

These regulations were again modified under date of July 19, 1929, 
by a. decision of the Minister of Finance, by which it was determined 
that the 10 per cent reduction in customs duties should be given to 
merchandise loaded on Portuguese vessels at the ports of origin and 
to merchandise transshipped by Portuguese vessels to Portuguese 
ports from the following European ports: London, Amsterdam, Rot
terdam, Antwerp, Hamburg, Havre, Bordeaux, Marseille, and Genoa. 
To these the port of Bremen was added by customs order of July 
8,1930 .. 

The Portuguese Government has issued a number of decrees modi
fying the conditions imposed upon foreign vessels entering Portu
guese ports. Decree No. 17062, published in the Diario do Governo 
of July 3, 1929, abolished the 10 per cent import duty reduction on 
tobacco imported into Portugal in Portuguese vessels. The same 
decree established a. bounty of 10 centavos ($0.0044 at 1929 average 
exchange) per kilo (2.2046 pounds) of tobacco which in each year, 
and wliichJ... in comparison with the shipments effected in 1928, the 
vessels of .t'ortuguese companies should fail to transport to the con
tinental republic. This negative provision means that Portuguese 
shipping companies will be paid this amount for each kilo of to
bacco delivered to Portugal by foreign vessels not to exceed the 
total amount carried by foreign vessels in 1928.2 

NAVIGATION BOUNTIES 

COLONIAL AND FOREIGN SERVICES 

. N 0 det~~ed informati?l!- is at hand in respect of Portuguese operat
mg SUbSI~es. T~e. Brl~lsh Department of Overseas Trade report 
on econoIlllc condItIOns m Portugal dated March, 1928, states that 
.in October, 1926, the Companhia Nacional de Navegagao was granted 
subsidies of 200,000 escudos ($10,240 at 1926 average exchange) for 
each voyage, beginnin~ December, 1922~ to reestablish regular serv
ices to Portuguese AfrICan colonies; and continues: . 

If seems to be the policy of the Portuguese Government to endeavor to offset 
the advantages to foreigu shipping, as compared with. national, of any reduc
tions which may be made iIj. port charges by introducing compensatory legislation 
in favor of the latter. An .extract from the preamble to a recent decree, au-

1 Circular Note No. 5413, Book 28, p. 363. 
"In a.radlogram of Sept. 14, 1931, Commercial AttacM R. C. Long, Lisbon, I'eported tbe 

publicatIOn of a decree of tbat date providing for the progressive abolishment of the 
preferential customs rebate favoring imports Into Portugal and the adjacent islands when 
transported in national bottoms. The preferential rebate of 10 per cent ot the duties 
on Imports (except tobacco) will be reduced successively until abolished, On merchan
dise loaded after Oct. 16, the rebate Is reduced to 8 per cent for the cnrrent fiscal year. 
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thorlzing the payment to national shipowners of a bonus of 1.50 escudos 
per ton discharged on cargoes of coal, sulphur, and manures when imported in 
Portuguese bottoms, may be cited: 

"It is not fair that, while steps are taken to attract shipping to our ports, 
national shipping interests should be prejudiced, and it is for that reason in
dispensable that these latter should be granted compensation which may 
equitably indemnify them." 

Information is not at hand concerning earlier attempts to aid the 
Portuguese merchant fleet. A law became effective January 1, 1891, 
which provided navigation bounties for long-voyage trades through 
annual appropriations, which for the first year of operation of the 
law was set at 25,000 milreis. The bounties were earned on a mileage 
and tonnage basis.8 

This law excludes vessels employed in subsidized services from 
participation in the navigation-bounty provisions. which action in
dicates that subsidized contract services were in effect at that time. 

COASTAL SERVICES 

Vice Consul W. Quincy Stanton, Louren!;o Marques, reported in 
March of 1930 in respect of Mozambique laws favoring Portuguese 
~hipping: 

The Mozambique laws restricting coastwise shipping in this colony to ships 
of Portuguese registry have been again suspended, but the Government does 
pay an annual subsidy of 1,000,000 Mozambique paper escudos (say $50,000) 
to the Companhia Nacional de Navega!;iio (a Portuguese shipping"corporation) 
for the maintenance of a coastal service in Mozambique, and an additional 
yearly grant of 800,000 escudos ($40,000) for a direct monthly service between 
Lisbon and Mozambique. 

CoNTRACT OF JULY 18, 1930 

The services referred to by Vice Consul Stanton are covered by a 
contract concluded June 30, 1930, approved July 18, 1930, and made 
effective retroactively from April 8, 1929, for two years, continuing 
thereafter until either party demands revision two months before the 
expiration of the term! Under this contract the Companhia 
Nacional de Navega~iio undertakes services twice a month between 
LourenQo Marques and Mocimboa da Praia, calling at Inhambane, 
Beira, Chinde

b 
Quelimane, Pebane, Angoche, Mozambique, Porto 

Amelia, and I 0 with two steamers, the C hinile (1,470 gross tons, 
built in 1911) and the Luabo (1,435 gross tons, built in 1909). 

The contracting company undertakes to transport free of charge 
equipment for the lighthouse service, to reduce itll rates 3 per cent 
on freight and passengers carried for Government account, to reduce 
its fares by 25 per cent for the carriage of native workers under con
tract to serve" the provincial government, and to reduce by 25 per 
cent the rate on freight transported for agricultural associations. 
The company may not increase its rates without consent of the Gov
ernment, and the Government becomes beneficiary in any reduction 
of rates. The company obligates itself to place its vessels at the dis
posal of the Government for service as troop carriers upon demand. 

Compensation to the Companhia Nacional de Naveg~lio for this 
service comprises a subsidy of 1,875 gold escudos ($2,025 at par of 

• United Stlites Consulnr Reports, September-December, 1890. vol. 34, p. 416 . 
• Boletlm Olllcial, July 19, 1930, pp. 237-238. 
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$1.08) for each trip, a total of 45,000 gold escudos ($48,600) annually. 
The colonial Government likewise agrees not to increase fees, taxes, 
or other charges current when the contract was concluded, and grants 
to the coastal vessels privileges enjoyed by the long-voyage vessels, 50 
per cent reduction in towing fees in the port of Lourenco Marques, 
and the use of the dry dock of s~d port by merely paying the cost of 
labor and equipment, without profit to the Government. 

PORTUGUESE MARITIME CREDIT 

GOVERNMENT LOANS 

In November, 1926, two loans were, granted to the Companhia 
Nacional de Navega\<ao. The first, of 10,200 contos 5 ($522,220, at 
exchange of $0.0512, the average for the year), was for liquidating 
the obligations of the company to the defunct State shipping organ
ization. The second loan, for 27,600 contos ($1,413,120), was for 
financial reorganization, payable in 12 monthly installments of 2,300 
contos ($117,760) each, beginning November 1, 1926. Both loans 
bear interest at { per cent and are repayable in 40 semia~ual pay
ments beginnir· April 1, 1928. 

In January, '~927, a 6 per cent loan amounting to 15,800 contos 
($950,000) and repayable in 40 'semiannual payments was granted 
the Companhia Colonial de Navega\<3.o for liquidation Qf its in
debtedness to the State shipping enterprise and for reorganization 
and development. ' 

In November, 1927, a loan on similar terms and for a like purpose 
was granted the Companhia de N avegR!<3.o Carregadores Acorianos 
in the amount of 6,000 contos ($301,800 at excJ;taBge of $0.0503). 

" PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

In respect of the Portuguese coasting trade, Consul General Samuel 
T. Lee, Lisbon, reported on May 5, 1930: 

Portuguese legislation governing the maritime carrying trade (freight 
onlY) is based upon the classification of this movement as (a) "longo curso" 
(ocean trade) or .. grande cabotagem" (long-distance traffic) or (11) "pequeua 
cabotagem" (short-distance traffic). 

There are no restrictions regarding the carrying of passengers and the 
personal baggage accompanying them. Article 16 of decree No. 8383 of 
September 25, 1922, reads: 

.. Maritime traffic between continental Portugal, the adjacent islands (Azores 
and Madeira), and Portuguese colonies is reserved to the Portuguese flag, as 
is reserved likewise the maritime traffic between the ports of each colony 
or between the colonies themselves, as long as the trade is served regularly 
by Portuguese vessels. . 

.. From the foregoing are excepted those ports regarding which there exiSt 
between Portugal and other powers agreements regulating the trade." 

Portuguese ports on the Atlantic coast of Africa between latitude 2" 30' 
south and the mouth of the River Loge in Angola, including the estuary of the 
Zaire (also known as the Congo), are open to all nations for coasting trade. 
(Angola decree of March 18, 1925, art. 150.) 

No Portuguese vessels serve regularlY the colonies of Goa, Damao, and Diu 
in India, Timor in the East Indies, nor Macao in China, ocean trade being con
sequently open to all nations. Their intracolonial trade is likewise open to 
all nations. 

• A eonto 18 1,000 ellClldoa. 
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TEMPORARY PARTICIPATION 011' II'OREIGN SHIPS 

Just recently this exclusion of foreign ships from the traffic be
tween continental Portugal and its colonies was temporarily relaxed, 
order No. 7155 of the Department of the Merchant Marine pro-
viding: 8 . 

That the passenger traffic between continental Portugal and the adjacent 
islands or the ports of St. Vincent of Cape Verde, Lobito, in Angola (when the 
passengers are destined for the Belgian Congo), Lourenco Marques and Beira, 
in Mozambique. may be temporarily discharged by foreign shipping during 
such time as the present circumstances exist and until the contrary is deter
mined. 

EXEMPTION FROM FISCAL CHARGES 

PBEFEBENTIAL PORT DUES 

Inclusion in this study of afeneral discussion of vessel charges has 
not been attempted because 0 the voluminous nature of such charge 
schedules and the frequent changes made in them. In the case of 
Portugal, however, certain examples may be cited. 

Decree· No. 7679 of August 31, 1921, established sundry vessel 
charges for the port of Lisbon, the principal Portuguese port, under 
which all Portuguese vessels entering the port were charged 6 
centavos per 10 gross tons for each 30 days, and foreign vessels were 
charged on a sterling basis of 814 pence per 10 gross tons for each 
10 days. At par thIS would work out at. about $0.06 and $0.51 for 
30-day periods, but inasmuch as Portuguese vessels paid on a pal?er 
escudo basis and the escudo at that time was worth only $0.07 In
stead of $1.08 the result was an infinitesimal charge for the Portu
gu('se vessel. 7 

Dockin~ costs were 8 centavos and 11 pence for each 10 gross tons 
for the imtial period, fresh water was 36 centavos and Is. 7%d., re
spectively, per cubic meter at the dock, and other taxes and light dues 
were payable on the sterling basis for foreign vessels and on the 
escudo basis at reduced rates for Portuguese vessels. 

)[ODlII'lCATlON 011' VESSEL OHARGES 

In 1927 several modifications in the various vessel charges were 
made. Decree No. 14647 of December 3, 1927, reduced cargo taxes, 
loadin~ and discharging j but section 2 provides for gold-basis pay
ments oy foreign vessels, while the rates are reduced by 50 per cent 
for Portuguese vessels and are payable in escudos. 

Light dues were reduced by decree No. 14664, with special modi
fications for national vessels and gold-basis payments for foreign 
vessels. Revenues from light dues were apportioned 10 per cent to 
the general revenues of the Government, 50 per cent for light
house service, and the remainder to the merchant-marine funds. 

Decrees Nos. 14665 and 14666 reduced consular fees, and decree 
No. 14646 reduced passenger taxes. 

Despite the policy comprised within the scope of the various laws 
and decrees the effect has not been far-reaching. The proportion of 

• Report of Consul General Cnrl F. Delebman
l 

Lisbon, July 22. 1931. 
• Report of American Minister J. G. South, L sbon, Aug. 31, 1931. 
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Portuguese vessels entering and clearing Lisbon during 1928 and 
1929 ranged from 11 to 14 per cent of the total number of all 
vessels. 

EQUALIZATION OF SHIPPING AND PORT CHAlIGES 

Decree No. 19306, published in the Diario do Governo of Febru
ary 3, 1931, relative to shipping and port charges, contains the fol
lowing provisions: 

Art. 1. Commercial vessels, national or foreign, shall, in a general manner, 
be subject to the same shipping and port charges in the ports of continental 
Portugal and the adjacent islands (Azores and Madeira). 

Art. 2. Vessels of the Portugnese merchant marine shall receive all the 
privUeges or benefits now given, or that may be given, directly or indirectly, 
to any foreign vessel. 

Art. 3. The Government will publish the regulations indispensable for the 
convenient execution of this decree prior to June 30, 1931. 

Art. 4. All legislation to the contrary is hereby revoked. 



RUSSIA 

IMPERIAL RUSSIA 

RUSSIAN VOLUNTEER FLEET 

Two years before the World War, on July 5, 1912, while on board 
the yacht Standaird, the Czar of the Russias signed a new charter 
and by-laws for the Russian Volunteer Fleet. This was one of the 
last official acts of the Russian Government in the culmination of a 
long official relationship with Russian commercial shipping. The 
document itself bespoke concisely that relationship.1 

Section 1 of the charter defined the Russian Volunteer Fleet as 
"an enterprise founded upon contributions" which had for its pur
pose "the maintenance of maritime steamship communications, for 
the transportation of passengers and freight in order to hell> the 
development of Russian commerce and merchant fleet." SectIOn 2 
placed the enterprise" under the supervision of the Minister of Com
merce and Manufactures." 

Subsidies were provided !>.Y section 4: "In proportion to the obli
gations imposed upon the Volunteer Fleet by the Government, the 
fleet may receive subventions from the State treasury, such sub
ventions to be applied for and appropriated by legislative procedure 
for a definite period in a definite amount." 

The military possibilities of the Volunteer Fleet lay in section 7, 
which stated: 

In case of a partial or general mObilization, as well as in other emergency, 
every vessel and any property on shore belonging to the Volunteer Fleet shall 
be transferred, by the order of the Minister of Commerce and Manufactures, 
for the temporary use or into the full possession of the War and Navy Depart
ments. The conditions of transfer of the vessels and of the property on shore 
shall be determined by the Minister of Commerce and Manufactures with the 
concurrence of the Ministers of War and of the Navy, and also of the Minister 
of Finance and the State auditor. 

ADMINISTRATIVE PROVISIONS OF CBARTEB OF 1912 

M anagement.-Management of the Volunteer Fleet was vested in 
It council, a board of directors, and a managing director. The man
ner of appointing the membership of this management throws 
further light on the relationship of the Government with the enter
prise. The council was to have a chairman appointed by the Min
ister of Commerce, and 13 members, of whom five were to be ap
pointed by five Government department heads, namely, Commerce 
and Manufactures, War, Navy, Finance, and the State auditor's 
office. Eight members wer€l to be appointed by various commercial, 
industrial, and agricultural organizations, headed by the Imperial 
Society for the Aid of the Russian Merchant Marine. 

1 Sobranle Usakonenil, pt. I, No. 152, p. 2845, July 18, 1912. 
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The board of directors included a chairman and four members, 
three of whom represented the war, navy, and State auditor's office, 
appointed with the approval of the cabinet. The managing director 
was nominated by the board of directors and appointed by the Min
ister of Commerce and Manufactures. The seagoing and shore staffs 
were drawn preferably from army and navy reserves or active mem
bers of the navy. 

Distrib'lJJtion of acco'Unts.-Accounting was under the supervision of 
the State auditor's office. After deducting operating costs from 
operating revenues the remainder was distributed to a sinking fund, 
a marine-insurance fund, and a reserve fund. The sinking fund 
was made up from 5 per cent depreciation of the initial cost of the 
steel ships, 3 per cent of the initial cost of stone and brick buildings 
owned, and 10 per cent of the initial cost of wooden vessels, also of 
machinery and movable property. The insurance fund was made 
up from 2 per cent of the balance value of the vessel property. The 
reserve fund included the remainder of any profits and certain bonus 
funds for employees. 

Cargo fin~g.-The charter provided authority for an operative 
procedure which was unique in the business of companies so closely 
allied with the National Government as the Volunteer Fleet. This 
consisted in the provision for loans upon cargo carried, and author
ized the issuance of short-time loans on goods not easily damaged, 
which were insul-ed, during the p~riod while such cargo was in 
transit or in the warehouses of the Volunteer Fleet, up to an amount 
not exceeding 60 per cent of their value.. Such loans were authorized 
on goods of both Russian and foreign origin. 

ORIGIN AND DEVELOPMENT OF THE cbMPANY 

In 1878, following the Russo-Turkish War, when war with Eng
land threatened, a fund was established by public subscription from 
which four vessels were purchased at a cost of 4,000,000 rubles 
($2,060,000 at the pre-war par of $0.515) .. These vessels were of 
approximately 3,200 tons each and of a speed of 13 or 14 knots, and 
were equipped primarily as cruisers. The public committee on dona
tions, under whose auspices the funds had ·been raised, had charge 
of the vessels, and when danger of war with England was past the 
vessels were used as troop transports on the Black Sea, after which 
they were used for commercial service between European Russia and 
the Pacific, becoming primarily a Pacific operation. 

In 1879 the vessels were organized into a commercial service under 
the title "Volunteer Fleet Co.," due partially to the voluntary and 
public character of the original fund from which the vessels were 
purchased and partially to the national-defense purpose for which 
the fleet was acquired. 

In 1883 the company ,was abolished and the fleet was placed under 
the general. supervision of the Ministry of the Marine and under 
the immediate control of a committee consisting of representatives 
of the Ministries of Marine and Finance and the State auditor's 
office. 

RUSSIA'S PRE-WAR TONNAGE 

The Russian Volunteer Fleet was not the leading Russian shipping 
company in seniority of organization or in size of fleet, but may be 
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considered the most important from its official relationship and 
from the public character of its origin. On January 1, 1914, its 
Heet comprised 32 steamers of 116,422 gross tons. 

On the same date the entire Russian commercial Heet numbered 
3,700 vessels of 783,000 net register tons, according to the Russian 
Yearbook for 1915. The same authority classifies the steam-driven 
Heet at 1,044 vessels of 513,000 net register tons. According to 
Lloyd's Register the Russian steamer fleet on July 1, 1914, com
prised 716 vesSels of 790,075 gross tons, in vessels of 100 gross tons 
and upwards. 

Nearly one-half of the steam fleet was employed in the Black Sea 
and the remainder was divided almost equally between the Baltic 
and Caspian Seas, with less than 8 per cent in the White Sea and 
the Pacific Ocean. The Caspian fleet consisted principally of tankers. 

The power-driven fleet employed nearly 19,UOO persons, including 
4,000 officers, and the sailing fleet employed 12,700.2 

CONTRACT SERVICES 

RUSSIAN STEAM NAVIGATION a: TRADING CO. 

The Russian Steam Navigation & Trading Co. was the oldest and 
most important of the subsidized Russian lines before the World 
War. It was organized in 1856 under the auspices of the Russian 
Government, which subscribed a portion of the capital stock. The 
company's operations were confined principally to the Black Sea 
and Mediterranean trades, with extensions to the Persian Gulf. 

Its entire career was one of subsidized service under contract with 
the Government. By the time the World War broke out the subsidies 
had been reduced, due to the company's successful commercial oper
ation. These operations resulted in 6 per cent dividends being paid 
on its capital stock of 10,000,000 rubles ($5,150,000). 

The final subsidy contract of this company was authorized by 
law for a period of 167"2 years from July 1, 1911. The services were 
confined to the Black Sea and the Mediterranean; subsidies were on 
a mileage basis and were not to exceed in any year 900,000 rubles 
($463,500). The company was required under the terms of the 1911 
agreement to purchase six new steamers, on which the Government 
authorized construction bounties of 90 rubles ($46.35) per gross ton 
on the hulls and 35 rubles ($18.03) per indicated horsepower for the 
engines, if constructed in Russian shipyards. 

ARCHANGEL-HURMAN STEAMSHIP co. 

The Archangel-Murman Steamship Co. was the successor of the 
White Sea Murman Steam Navigation Co., which was organized in 
1870 with an annual subsidy of 30,000 rubles ($15,450) for services 
between Archangel and the Murman shore. Upon the failure of the 
original company in 1875 the Archangel-Murman Co. was established 
with an annual grant of 50,000 rubles ($25,750). In 1880 the grant 
was increased to 55,000 rubles ($28,325) a year, effective until 1895. 
On May 15, 1895, a new 20-year agreement was concluded for all. 

• Russian Yearbook, 1916, p. 287. 
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increase in the number of services and vessels at a subsidy of 80,000 
rubles ($41,200). The dividend rates were fixed at 5 per cent, with 
an additional 1 per cent if available, above which any remainder was 
to be divided 25 per cent as a bonus fund to employees and manage
ment and 75 per cent equally between an insurance fund and a 
subsidy diminution fund. 

The Government . subscribe_d for about 56 per cent of the total 
capital, or 620,000 rubles ($319,300) out of a total of 1,112,800 rubles 
($573,100). 

On January 1, 1914, the fleet of this company comprised 16 vessels 
of 11,187 gross tons. 

RUSSIAN VOLUNTEER FLEET 

A special subsidy was granted the Volunteer Fleet by the law of 
February 24, 1886. The company agreed to specified sailings be
tween Odessa and Vladivostok with calls at-specified way ports. 
The total annual mileage to be covered was 140,000; the rate per 
mile was 4.25 rubles ($2.189); and the total annual amount authorized 
was 595,000 rubles ($306,425). The contract was for six years. 

The 6-year contract was renewed for a period of 10 years by a 
decree of January 6, 1892 ; and for a further period of 10 years by 
the law of February 4, 1902, which placed the Volunteer Fleet com
pletely under State control. 

Additional subsidies and additional services were called for by the 
law of June 15, 1908, which provided for eastern services in the 
Vladivostok-Tsuruga and Vladivostok-Shanghai-Nagaski trades 
and also for. a I-year service between Vladivostok and Nikolaiefsk. 
The first two serVIces were for 11 years with 14cknot vessels, covering 
about 220,000 miles annually for an annual"average subsidy of 628,-
000 rubles ($323,000), the total for the 11 years being 6,905,000 rubles 
($3,556,000). The I-year service called for 33,000 miles for a grant 
of 75,000 rubles ($38,625). 

Further subsidies were granted under the law of March 29, 1909, 
for services between Vladivostok and the Bering and Okhotsk Seas 
for about 55,000 miles annually. 

Two years later; on March 29, 1911, a law was passed which pro
vided that vessels in the Far East services were to be of not less than 
10 knots, and the subvention for 1912 was fixed at 331,000 rubles 
($170,465). Under this law the Volunteer Fleet Co. was required 
to build six new vessels in Russian shipyards, having accommoda
tions for a limited number of passengers. For this purpose the 
Government agreed to advance 3,000,000 rubles ($1,545,000), to be 
repaid in 20 annual installments without interest. Construction 
bounties to the shipyards building the required vessels were pro
vided for in the amount of 900,000 rubles ($463,500) each year for 
1911 and 1912. 

KAVKAZ .. MERCURn STEAMSHIP co. 

The Itavkaz & Mercurii Steamship Co. was a subsidized company 
maintaining services on the Caspian Sea for which the Government 
authorized an annual grant of 287,000 rubles ($147,800) from 1901 
to 1914, the contract expiring on January 1, 1914. The company 
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refused to renew the old contract under the same terms and demanded 
an aDDual grant of 639,000 rubles ($329,100), whereupon the Govern
ment called for bids for the services. No information is at hand 
in respect of the results of the bidding. 

RUSSO·DANUBE STEAMSHIP CO. 

In 1903 the Russo-Danube Steamship C(). went int() liquidation 
a.nd under the"law o~ June 10, 1903, was reestablished by the Rus
SIan Government, which purchased the property and took over the 
operations of the company, thus making it more nearly a Government 
enterprise than the Volunteer Fleet. Generally the affairs of the 
company were under the same Government supervision as the Vol
unteer Fleet. The company's activities were confined principally to 
Black Sea traffic. 

For tug and freight services between Odessa and the Danube 
delta the operations of the company were provided for by annual 
grants of 313,000 rubles ($161,200) from 1901 to 1914-15. For the 
period 1915-1925 it was proposed to increase the aDDual grant to 
357,000 rubles ($183,850). . 

OTHER SUBSIDIZED SERVICES 

In addition to a subsidy of 75,000 rubles ($38,600) paid to Count 
Keiserling for services between Vladivostok and St. Vladimir Bay 
and Imperial Harbor, other services were proposed immediately 
before the 'Vorld War, regarding which the Russian Yearbook for 
1915 stated: 

The Bulletin of Laws of March 17, 1914, publishes a law authorizing the 
Minister for Commerce to conclude a contract with a Russian shipping company 
for a term of three years from January 14, 1915, for a regular service along 
the Caucasus littoral of the Black Sea between Anapa and Sukhum, calling 
at various intermediate ports. The company undertaking the contract will . 
receive an annual State subsidy of '60,000 rubles ($30,900), and must carry 
out not less than 94 sailings per annum, with a total mileage of llbout 43,000. 

A new line of passenger and cargo steamers is to be started shortly between 
Novorosslsk and Batum, caUing at all the intermediate ports on the Caucasian 
coast of the Black Sea. The Russian Steam Navigation & Trading Co. is said 
to be running the service. 

Subsidies were granted for services on the Shilka, Amur, Lena, 
Yenisei, Ob, and Irtysh Rivers in Siberia and on Lake Baikal. 
For the 7-year period 1906-1912 3,344,775 rubles ($1,722,560 in all, 
or $246,000 per year) was authorized for these serVIces. 

NAVIGATION BOUNTIES 

In 1914 the Russian Government instituted a system of general 
navigation bounties for the purpose of developing the coasting trade 
in the Far East. This was intended as a temporary policy, under 
the provisions of which Russian vessels of at least 20 gross tons were 
to receive bounties of 5 kopecks (2.6 cents) per ton per mile. Vessels 
engaged in the coasting trade between points of the Priamur Govern
ment nQrth of latitude 50° were to be paid 75 kopecks (38.6 cents) per 
ton per mile, provided they were not receiving other subsidies.' 

• The Russian Yearbook, 1916, P. 289. 
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CONSTRUCTION AND REPAIR BOUNTIES 

In addition to the special construction bounties granted under cer
tain subsidy contracts previously mentioned, a system of general con
struction bounties was inaugurated by law in June, 1912. This law 
granted bounties on construction in Russian shipyards in the Russian 
Empire, excepting Finland or any area in which there was duty-free 
importation of shipbuilding materials. 

Construction bounties, to be paid on vessels whose construction was 
begun following the enactment of the law, were based upon gross 
tonnage and power development, ranging from 105 rubles ($54.08) 
per ton on small vessels to 65 rubles ($33.48) per ton on vessels of 
3,00l> gross tons and upwards. Power-plant bounties were paid at 
the rate of 35 rubles ($18.03) per indicated horsepower. 

Repair bounties were granted at the rate of 1.50 rubles per pood 
($0.773 per 36.1 pounds) of metal used in the construction of boilers, 
and 5.50 rubles ($2.83) per pood for new main or auxiliary 
machinery. 

Construction and repair bounties were conditioned upon the use of 
material of Russian origin. Foreign materials were allowed only if 
they were named in a separate list published annually by the Ministry 
of Commerce and Industry. 

Russia's total shipping subsidies as provided by the budget esti
mates, including ocean and river navigation and construction boun
ties, amounted to 4,698,500 rubles ($2,419,700) for 1910, 5,000,000 
rubles ($2,575,000) for 1911, 7,487,000 rubles ($3,855,800) for 1912, 
5,337,500 rubles ($2,748,800) for 1913, and to 4,279,000 rubles ($2,203,-
700) for 1914.4 " 

RUSSIAN MARITIME CREDIT 

The Russian Government after 1904 made loans to persons con
structing ships in Russian yards. These loans did not exceed two
thirds of the value of the Russian materials used. They were made 
at interest rates of 3.8 per cent and were repayable in 20 years. Com
paratively little advantage was taken of this privilege; in the first two 
years of the law's operation loans amounted to only 70,000 rubles 
($36,050) . G 

Other loans in greater amounts and in accordance with contract 
provisions of subsidized services have been discussed under the con
tract provisions of the various companies. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The privilege of operating in the coasting trade of Russia between 
ports situated in the sa~e sea has long been reserved for vessels op
erating -under the Russian fiaD'. This reservation was greatly ex
tended by the decision of the Council of the Empire, sanctioned by 
imperial decree of May 29 (June 10), 1897, which took effect January 

• Russian Yearbook, 1915, p. 289. 
• Huldermann: Die Subventionen der Anslandiscben Handelsllotten nnd Ihr. Bedeutung 

fnr die Entwicklung der SeeBchillahrt. p. 32. 
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1 (14), 1900. This decree provided that the entire coasting trade 
of Russia-that is to say, the carrying of freight and passengers be
tween Russian ports situated upon different seas as well as between 
Russian ports situated upon the same sea--should· be the exclusive 
priv~ege of Russian subjects and of vessels nayigating under the 
RussIan flag. 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

In 1898 Russian shipowners were granted the privilege of import
in~ free of charge ships purchased abroad. This applIed to ocean
gomg vessels of iron or steel and to steam yachts, dredging and Ifuni
lar machines for deepening harbors and rivers, ice breakers, floating 
docks, and vessels acquired for the navigation of the Danube under 
the Russian flag. At the same time admission free o.f customs duty 
was granted in the case of anchors, chains, and wire hawsers im· 
ported for the fitting out or rigging of seagoing sailing vessels. 
This system of exemptions was continued from time to time under 
various laws until the end of 1912, when it was intended to discon
tinue the privilege, but later this practice was extended to January 1 
(14), 1928.8 

RE"'BURSEMENT OF CANAL DUES 

The practice of reimbursing ·Russian steamship companies for 
Suez Canal dues was instituted as early as 1879 and was extended by 
imperial decree of June 2 (14),1899, to include the Russian steamers 
sailing from a Russian port to a port on the Indian or Pacific Oceans 
via the Suez Canal or vit!e versa. This decree provided for a reim
bursement of the full amount of the canal dues in the case of Russian 
steamers bound for or sailing from any Russian port in the Far 
East, and for a reimbursement of two-thirds of the full dues for 
Russian steamships bound for or sailing from ports on the Indian 
Ocean and non-Russian ports on the Pacific Ocean. It is estimated 
that in the years 1879 to 1906 the Russian Government expended 
some 8,600,000 rubles ($4,429,000) in reimbursement of Suez Canal 
dues. . 

The system of reimbursement of canal dues was materially altered 
by new conditions introduced by a law of 1910, which continued the 
system until January 1, 1912, when it was further prolonged to 1917. 

• J,RW of .Tune 5 (18), 1912, J'{'ferred to in British Board of Trade Journal, Vol. 
L. ... XVIII. 1912, P. 100. 
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SOVIET RUSSIA 

The sea frontiers of Russia are now greatly changed. With the 
loss of Finland, Poland, and the Baltic States of Estonia, Latvia, 
and Lithuania went the entire Baltic seacoast except the south
eastern shore of the Gulf of Finland. From Transcaucasia went 
territory to Turkey, and on the west of the Black Sea Bessarabia 
became part of Rumania. 

While a considerably larger amount of pre-war national tonnage 
was registered in the Black Sea and Sea of Azov than in the Baltic 
Sea, the latter was the more important to commercial shipping 
because the proximity of the maritime races of the Baltic and the 
nearness of the north European shipyards and shipping operations 
provided a natural stimulus to the industry. Control of Black Sea 
operations and of the Dardanelles was essential to the development 
of Asiatic Russia and the controlled movement of wheat and agri
cultural products by water to Europe. 

CHANGES IN RUSSIAN SHIPPING SINCE 1914 

When compared with the commercial fleets of other maritime 
nations the Russian commercial fleet had grown slowly and occupied 
a relatively unimportant place among European fleets despite the 
active aid toward its development given by the Government. Meas
ured in terms of national tonnage, Russia's direct public expendi
tures on commercial shipping exceeded those of any other country. 

The World War and subsequent events had a profound effect upon 
Russian shipping. The following discussion of the postwar situa
tion is based upon information published in the Soviet Union Year
book and upon statements appearing from time to time in the Scan
dinavian Shipping Gazette, of Copenhagen,,,dealing particularly 
with shipping in the Baltic, as well as other sources of inform!J,tion 
dealing with the subject of postwar development of shipping and 
commerce in the Soviet Union. 

REDUCTION OF THE FLEET 

Through military losses in the World War, approximately 183,000 
gross tons, or 23 per cent of the Russian commercial fleet of 1914, 
were destroyed. The losses due to the general confusion of the revo
lution were more severe, for the Inilitary operations of the White 
ArInies were centered on the coast, and upon their defeat these 
arInies returned to the ships and sought refuge in foreign countries, 
taking the ships with them. Thus the largest and best Russian ves
sels were lost to the incoming Government, which was left with 
small vessels and a good deal of tonnage that had been laid up and 
was out of condition, besides some captured German tonnage, the 
restitution of which Germany had renounced jn the treaty of Rapallo. 
Russian yards were not equipped for the repair of the German ships, 
except provisionally. Temporary repairs were made, after which 
they were taken to Germany for overhaul. After this the vessels 
which could classify for British or German Lloyd were so classed. 



524 SHIPPING AND SHIPBUILDING SUBSIDIES 

In August, 1923, the Soviet merchant fleet contained 1,137 vessels 
of all classes and a total of 513,394 register tons, including the Cas
pian fleet, which comprised mostly tankers. This was not all sea
worthy tonnage, but included obsolete vessels and others which could 
not be classified. The Scandinavian Shipping Review stated early 
in 1924 that, excepting the Caspian fleet, the Russian fleet was prac
tically destroyed during the world and civil wars; that at that time 
there did not exist more than 100,000 gross tons of seaworthy Russian 
tonnage; that while the Soviet Government was making efforts to 
recondition this tonnage no considerable improvement could be 
expected until foreign tonnage could be purchased. 

NATIONALIZATION OF HARITIME SERVICES 

In the change in principle of administration of national affairs 
introduced by the establishment of the Union of Soviet Socialist 
Republics the central Government, representing the peoples within 
the Union, exercises complete authority in all matters relating to 
the central administration of the Union, such as armed defense, 
foreign relations, transport and communications, and political 
securit~. All forms of transport are under the supervision of the 
People s Commissariat for Transport, of which the Central Adminis
tration for Marine Transport has charge of the sea services to 
foreign countries. 

By decree of January 26, 1918, the Government of the Soviet 
Union nationalized both the former Russian Navy and the com
mercial fleet, which by this act became State property. 

ESTABLISHMENT OF STATE MERCANTILE FLEET 

After the nationalization of shipping, the State Mercantile Fleet 
was created, existing at first as four separate shipping agencies, 
namely, the northern, the Baltic, the Black Sea and Sea of Azov, 
and the Caspian shipping agencies, the last named of which was 
absorbed by the oil industry in 1923, 90 per cent of its work being 
concerned with oil transport. The State Mercantile Fleet has not 
a complete monoply in the control of trading vessels, since State 
or~anizations, cooperatives, and some private owners also operate 
shIpping services. 

In 1920 the northern operations were restored by sailings in the 
sea routes between the Ob and Yenisei Rivers and England. By 
1922 lists of the ships and their classification were issued and in 
August, 1922, the State Mercantile Fleet was organized, comprising 
the remaining vessels of a number of companies including the 
Volunteer Fleet. By decree of January 11, 1922, the Volunteer 
Fleet was called upon to resume its activities with available equip
ment. 

DECRm OF JANUARY 26, 1930 

On January 26, 1930, the Central Executive Committee and the 
Council of People's Commissaries of the Union of Soviet Socialist 
RepUblics issued the following decree: 7 

• Soviet Union Yearbook, 1930. pp. 236-237. 
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(1) That All-Union marine and river transport companies, working on 
commercial principles, be formed by the People's Commissariat for Transport. 

(2) That to the All-Union marine transport companies be transferred: 
(a) All the mercantile seaports, including Leningrad, with all the properties 
belonging to them; (b) the entire assets and liabilities of the joint-stock com
panies .. Sovtorgfiot· and .. Goskaspar," as per statement of accounts for 
January I, 1930. 

(3) That to the All-Union river transport companies be transferred: (a) All 
the river shipping which is within the authority of the' People's Commissariat 
for transport; (b) all the property which is within the administrative authority 
of the internal waterways. 

(4) That the All-Union marine and river transport companies be entrusted 
with: (a) The direction and utilization of all the property, shipping and 
other enterprises, under their control, the organization of new shipping and 
other enterprises; supervision over capital construction in the respective 
hranches of transport; (b) the realization of the administrative functions of 
the People's Commissariat for Transport in respect of marine and river trans
port. among them the functions of superintendence and regulation. 

(5) That the All-Union marine and river transport companies operate in 
accordance with statutes which have been ratified by the People's Commissariat 
for Transport in agreement with the People's Commissariat of Workers' and 
Peasants' Inspection of the Union of Soviet Socialist Republics. 

(6) That the People's Commissary for Transport be authorized to entrust 
the general direction of marine and river transport to one of his deputies. 

(7) That the People's Commissary for Transport be authorized to submit, 
within the period of one month, the changes of the law in operation, arising 
from the present decree, for ratification by the Council of People's Commissaries 
of the Union of Soviet Socialist Republics. 

PRESENT-DAY COMMERCIAL FLEET 

In 1924 a commission was set up to study the rebuilding of the 
merchant fleet. A result was the laying down of four lumber car
riers and two fast freighters for perishable cargo and the conver
sion of three cruisers into oil tankers. 

In 1925.29,446 gross tons of new ships were laid down in Russian 
shipyards; in 1926,4 vessels; in 1927,20 vessels; in 1928, 15 vessels; 
and by January, 1929, 30 vessels were under .construction. Addi
tional construction in German yards and purchase of foreign tonnage 
brought the total up to the proposed 5-year program, by which it is 
planned to build 156 vessels of 554,100 gross tons between 1928-29 
and 193~33 for the Sovtorgflot; 71 vessels of 184,800 gross tons for 
the Caspian Steamship Co., and 9 vessels of 66,000 gross tons for the 
Naphtha Syndicate. 

As of July 1, 1931, Lloyd's Register credits the Union of Soviet 
Socialist Republics with a commercial fleet of 386 vessels of 603,836 
gross tons in vessels of 100 gross tons and upwards. Of this fleet, 
383 vessels of 600,835 gross tons are power-driven steel vessels. The 
total gross tonnage of 1931 was therefore equal to 76 per cent of the 
1914 tonnage according to the same authority. 

This tonnage included 11 vessels of 5,000 gross tons or over, 26 
vessels between 4,000 and 5,000 gross tons, 29 vessels between 3,000 
and 4,000 gross tons, and 53 vessels between 2,000 and 3,000 gross 
tons. ' 

During 1929 there were launched in the Union of Soviet Socialist 
Republics 16 vessels of 33,614 gross tons.S 

8 Since 19H. complete launcblng returns from Russia have been available onty for the 
Tears 1926-1929. (Lloyd's Annual SummarT, 1930.) 
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While allqationl\l tonnage of the Soviet Union is not operated by 
the Government, the Sovtorgfiot, or State fleet, is the principal unit. 
According to Lloyd's Register, the Sovtorgfiot on July 1, 1931, 
comprised 452,242 gross tons, or 74 per cent of the national tonnage. 
Included in this fleet are 17 vessels of 46,052 gross tons built in 1928, 
20 vessels of 42,559 gross tons built in 1929, 27 vessels of 48,908 gross 
tons built in 1930, and 4 vessels of 9,448 gross tons built in 1931. 
Only 1 of the last group is of more than 1,500 gross tons. 

RECOVERY OF SEA TRADE 

Before the World War the foreign trade indicated an increase of 
about 50 per cent every five years. The division of traffic between 
land and sea traffic is shown in Table 125. 

TABLE 125.-Russu's FoREIGN TRADE, BY METHOD OF CAB.B.IAGE, 1913 

Volume 0/ /oreign trade Value 0/ foreign trade 

Moving- I Equivalent in Tons Per cent Rubles Uuited States Per oont 
01 total currency! o/total 

---
By oea_. ____________________________ 

'rI,700,000 7L5 1, 789, 000, 000 $921, 000, 000 01. 6 Dy land ________________________ ._ •• _ 
11,060,000 28.5 1, 10.;, 000, 000 569, 000, 000 38.~ 

Total __ .•••••• _ .•.•••••• _ •• _ •• _ 38, 760,000 100.0 2, 894, 000, 000 1, 490, 000, 000 100. 0 

I Converted at the pre-war par rata 0/ $0.515 to the ruble. 

The development of water·borne commerce since 1920 as compared 
with the pre-war movement is shown in Table 126. 

TABLE 126.-WATEB·BORNE-CoMMEBCB OF SOVlE'l'Russu 

Year 

1913. _. _ •• ___ •• __ • ____ • ___ • _ ••••• ____ ._. __ ••••• 
1921 •• __ • ____ •• _._ •• __ ._._. ___ ••• _____ ._ ••• _ •.• 
1922 __ •• _ •••••• _._. _______ • __ •••• _._. ___ •••••• _ 
1923-24 ••• _. ____ • ___ •••• __ •••• _. ____ ••••••• _ ••• 
1924-25. _ ••• __________ • _______ ._ •••• _ •• _ ••••• _. 
1925-26_ •••••• ___ • ____ ._ •••• ____ •••• _ •••••••••• 
192&-27 •••••••• ___ • __ ._. ____ •• _. __ • ____ •• __ •• __ 

Source: Soviet Union Yearbook. 

Foreign trade by sea Coasting trade" 

Cargo tons 
(metric) 

Per cent 
011913 
total 

Peroont 
earried Per cent 

in Cargo tons 0/ 1913 
Russian total 
vessels 

27,700. 000 •••••• _ •• __ •••• __ ••• 11,684,000 •••••••• _. 
746, 000 2. 6 4. 9 3, 380, 000 28. 9 

2, 357, 000 8. 5 8. 6 3, 548, 000 So. 4 
4,875, 000 2L 2 Q. 1 4,955, 000 42. 4 
7, 604, 000 27. 4 7. 8 4, 909, 000 42. 0 
9, 029, 000 32. 0 7. 0 5, 784, 000 49. 5 

10, 535, 000 38. 0 8. 0 6, 5()(), 000 55. 6 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Foreign vessels are not allowed to engage in coasting trade. be
tween the ports of the Union of Soviet Socialist Republics, although 
they may be allowed to engage in the coasting trade by way of con-
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cession for single voyages where the Government is interested in 
the voyage.· According to article 22 of the commercial treaty with 
Italy, Italian vessels have the right to carry on coasting trade be
tween distant ports and Small coasting trade en route for two years. 

Foreign firms and individuals are not allowed to own or to be part 
owners of vessels navigating under Russian registry nor to be 
members of joint-stock companies possessing such vessels. Exception 
is made with regard to mixed companies if such rights have been 
conceded in their statutes or by special decrees. 

• Soviet Union Yearbook, 1925, p. 44. 



ECONOMIC DEVELOPMENT AND SHIPPING 

During a cycle of 400 years Spain became a dominant force of 
the world by right of discovery and penetration into unknown 
regions by means of ships, transmuted a flat world into a sphere, 
expanded its territories in every direction, and remained the supreme 
sea power for two centuries; then gradually lost territory and 
maritime status. Within this 400-year period there has been a con
tinuous recognition of the importance of Spanish sea power, which 
has been kept alive Hen after many of thl' influencing factors have 
ceased to exist. Despite native supplies of iron ores and coal with 
which to build steel ships, a comprehensive program of construction 
bounties is in force; despite a native seafaring tradition and prox
imity to the trade lanes of the world, general navigation bounties are 
paid; despite the lack of colonies in far regions, a comprehensive 
system of contract services still e:tists. 

GE!o"ERAL SHIPPING SITUATION 

Spanish shipping during the twentieth century has not kept pace 
with the rest of Europe, where agricultural and commercial develop
ment has given rise to increased maritime enterprise. A population 
of only 22,000,000 occupies a territory as large as France; a great 
part of the productive land is not irrigated; mining lacks modern 
equipment and capital for development; national capItal is not suffi
cient to develop national industries, and natural resources must to a 
large part depend upon foreign capital for exploitation. There are 
less than 10,000 miles of railway in Spain, and of inland waterways 
there are none of importanc('. Added to these conditions is the loss 
of overseas colonies . 
. The Spanish shipping industry did !lot ta~e. ~dvantage of its posi

tion durmg the war except to expand Its achnbes and profit greatly 
through war operations. It distributed huge dividends to stock
holders and upon meeting the slump of 19'21 found itself without 
both new equipment and the funds with which this equipment could 
be obtained. 

SPAIN'S POLICY OF SHIPPING ENCOURAGEMENT 

The Spanish budget for 1930 provided 68,158,575 pesetas ($10,-
000,000 at 1929 average value of the peseta) for construction and 
navigation bounties and for contract services, and under the provi-

1 Tbe manuscript for tbls .....,tlon was ~mpl .. ted b .. fort' tbe .. vente of April. 1931. took 
placp. So ffir 8s ~n be 8 Sl"ertainf'd. tbf' o("w Spanish administration bas made DO 
annolln .... m .. nt of Its futurt' maritim .. policy. No n ..... enllctments allecting commereial 
~bipping bad b .... n rect'lved in tbe Bureau of .'o .... ign aud Domestic Commerce up to 
s..ptemher 1. 1931. 
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sions of the law of August 21, 1925, a similar amount is called for 
annually for 20 more years. The Spanish maritime-protection system 
entered upon a period of general readjustment during the latter part 
of 1929 and the early part of 1930, but available information on the 
subject does not indicate any contemplation of the increase of budget 
provisions during the life of the basic law of 1925. A maritime-credit 
system is under consideration; but indications are that an~ credit 
~cheme which may be established will call for no Stltte expenditures, 
but will take the form of the lending. of Governmellt credit against 
mortgages on high-class vessel property. 

Spamsh policy in dealing with aid to shipping is unique in its 
determination to maintain communication between SPl1in and Span
ish-speaking peoples of common faith and customs, inasmuch as po
litical reasons lying in a far-flung colonial empire no longer exist. 
Among official utterances which clarify Spanish national policy in 
respect of its shipping is the foJlowing announcement made to the 
North American Newspaper Alliance in 1929 by the then head of the 
Spanish Government, General Primo de Rivera: 

We aspire to the intensification and modernization of our merchant fleet. 
For this end we possess a naval shipbuilding industry the technical efficiency 
of which is recognized everywhere, and if this does not suffice to produce the 
necessary units with sufficient urgency we shall resort to the acquisition of 
ships abroad. At any cost we aspire to possessing lines which are direct, fre
quent and rapid, with ships of moderate capacity yet rapid and comfortable, 
which will transport our products and will be a powerful inducement for 
" tourism" in Spain. A network of lines served by subsidized companies will 
link us with Brazil, with the countries of the Plate, with the American coast 
of the Pacific through Panama, with New York and the Antilles, and finally 
with Central America. Another group of units will be engaged in traffic with 
our central African colonies, and an efficiently served line will maintain the 
powerful and vigorous Spanish tradition in the Philippines with the possibility 
of extending itself to China and Japan, for in those remote countries also 
do our national products find a reception. 

FORMS OF AID UNDER CURRENT LAW 

Government aid to shipping and shipbuilding in Spain had been 
in force before the adoption of the navigation and construction 
bounty law of June 14, 1909. Prior to this the postal-subvention 
principle constituted the first direct aid by the Spanish Government 
to modern shipping. The shipbuilding industry first received pro
tection in 1889 when both higher import duties on foreign vessels 
and construction bounties were made effective. 

The law of 1925 differs from preceding legislation in the applica
tion of the navigation-bounty principle. The earlier provisions for 
navigation bounties were based upon the gross tonnage of the vessel 
and the mileage sailed, whereas by the new law bounties are based 
upon the amount of cargo carried and the distance sailed, establish
ing thus a working coefficient, which is increased proportionally 
according to the age, speed, nationality of construction, and the 
employment of the vessel. 

In addition to this change the new law includes four general 
principles of Government protection within its scope-(a) import 
duties on foreign vessels imported into Spanish registry, (b) re
striction of coastwise' trade to vessels ,pf Spanish nationality, (0) 
navigation bounties, and (d) construction bounties. 
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THE SPANISH COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

Due to Spain's geographic position and to its neutral status, the 
Spanish merchant marine experienced extraordinary activity during 
the World War and profited greatly in the international trade. 
During ·the 'postwar period, however, Spanish shipping has gradu
ally been losmg the ground gained, and the recent changes in the Gov
ernment-aid program and frequent adjustment of existing laws to 
fit current conditions are indicative of the public desire to strengthen 
the position of the industry against further decline. The national 
tonnage of Spain has developed as shown in Table 127. 

TABLE 127.-GaoWTB or THE SPANISH CoMKEBCIAL FLEI!l'l' 

Total Power-
luJyl- driven fleet' vessels I 

GrOll.""" GrOll.""" 
1895_ •••• _. __ •• _ 6S4, 238 459,945 
1900_ ••••••••••• 694,780 642, 231 
190IL ••••••••••• 731,681 693,265 
1910_ ••• _ ••••• _. 765,460 746, 748 
1916_ •• __ •••••• _ 899,204 885,766 
1112('-••••• _ ••••• 997,030 937,280 
1926 •••••••••••• 1,184, 721 1, 142, 924 

I Vessels of 100 gross tons and upwards. 

Souroe: Lloyd's Register of Shipping. 

Sailing Total Power· 
luJyl- driven vessels , fleet I vessels' 

GrOIlIlofll GrOIlI ,.,.., GrOIlI ,.,.., 
114,293 1926_ ••••••••••• 1,163,008 1, l26, 284 
62,549 11127 •••••••••••• 1, 161, 369 1,136,725 
38,316 1928_ ••••••••••• 1,164, 272 1,137,813 
18, 712 1929 ••••••••••• _ 1,161,591 1, 136, 326 
13,449 1930_ ••••••••••• 1,231, 737 1,207,093 
69,750 1931 •••••• _ ••••• 1,227,370 1, 2l1, 817 
41,797 

Sailing 
vessels' 

GrOll.""" 
36, 724 
25,644 
26, 469 
25,265 
24,644 
16,653 

About 36 per cent of this tonnage is over 25 years old; more 
than 15 per cent is under 5 years old. The age groups are as fol
lows: 73 vessels of 192,398 gross tons under 5 years old; 47 vessels 
of 111 528 tons 5 and under 10 years old, 220 vessels of 341,942 tons 
10 and under 15 years old; 48 vessels of 73,847 tons 15 and under 20 
years old; 46 vessels of 50,708 tons 20 and under 25 years old; and 
337 vessels of 441,394 tons 25 years and over. 

PRINCIPAL SPANISH SHIPPING COMPANIES 

Because of the character of its services and the responsibilities 
placed upon it by the Spanish Government through contract services, 
the Compaiiia Trasatlantica has ranked as the most important Span
ish shipping company. It has operated all the long-voyage subsi
dized services required by the Government, and its fleet now includes 
14 vessels of a total gross tonnage of 96,354. 

The Compaiiia Trasmediterranea was founded in 1916 and com
prises a combination of various tramp owners which was formed for 
the purI>0se of handling the coasting traffic and the trade with the 
United Kingdom. The capital of the company was 100,000,000 
pesetas ($19,300,000 at pre·war par) and the consolidation included 
the Ferrer & Peset Freres~ Compaiiia Valencia de Vapores, and Linea 
de Vaporcs Tintore. Tne Trasmediterranea owns 11 vessels of 
32,321 gross tons less than 5 y.ears old; 3 vessels of 12,903 gross tons 
between 5 and 10/ears oldt 5 vessels of 15,005 gross tons between 
10 and 15 years 01 ; 6 vessels of 13,140 gross tons between 15 and 20 
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years old; 7 vessels of 11,836 gross tons between 20 and 25 years old; 
34 vessels of 47,865 gross tons over 25 years old; a total of 66 vessels 
of 133,070 gross tons. 

DEVELOPMENT OF SPANISH SHIPBmLDING 

As already said, current Spanish maritime legislation-that is, the 
law of Au~ 21, 1925:-grants, among other forms of aid, construc
tion bounties for Spanish-built vessels. In its first year of operation 
the law brought construction bounties to Spanish shipbuilding com
panies in the amount of 7,915,773 pesetas ($1,135,000 at average 1925 
exchange). Of this total 3,168,088 pesetas ($454,300) was earned by 
the principal Spanish shipbuilding company, the Sociedad Espag
nola de Construcci6n Naval, of Madrid, and 3,842,366 pesetas 
($551,000) by the Compaiiia Euskalduna of Bilbao." 

The Sociedadde Construcci6n Naval bears a unique relation to 
the Government in that it has charge of all the construction for the 
Spanish Navy, and is exceptional in the amount of foreign capital 
that was interested in its organization. It operates through several 
shipbuilding plants in various parts of Spain something after the 
plan of the American ShiJ?building Co. on the Great Lakes. Besides 
naval construction it builds commercial tonnage ·for its own or 
private account. 

HISTORY OF SOCIEDAD DE CONSTRUCCION NAVAL 

The company was organized under a contract authorized by a law 
of January 7, 1908.' It was recognized that foreign technical assist
ance was advisable, and British and French shipbuilding firms which 
offered financial and technical assistance were granted the right to 
subscribe to 40 per cent of the capital, the limit which could be held 
by foreigners. On June 21, 1918, the capital was increased from 
20,000,000 pesetas to 50,000,000 pesetas, of which 68 per cent was to 
be owned by Spanish nationals. 

The British and French firms included among the founders were 
Vickers Sons & Maxim (Ltd.), Sheffield ; John Brown &; Co. (Ltd.), 
Sir W. G. Armstrong Whitworth & Co., and Sir John Jackson, Lon
don; and the Chantiers et Ateliers Augustin Norman of Havre, 
France. The Spanish founders included approximately 10 principal 
banks, 2 leading steel companies, several steamship companies, and 
more than 30 influential individuals. . 

As organized the company became operative on condition that it 
receive one or both of the proposed contracts for naval construction 
to be carried out for the Government at Ferrol and Cartagena. 
These contacts were secured by an agreement with the Government on 
June 16, 1909, which was extended on February 24, 1916.· Under 

• Report of CODSllI Cnrtis C. 10rdaD, Barcelona, Aug. 17. 1927. 
• The orgaDic act of the company is published iD Primera copla de In Escritura de 

rontrata de las obras Davales. Civiles, e bldraulicas authorizadas por 1a ley de T de enero 
de 1908, Madrid, 1911. OD lUDe 21, 1918, the powers of the compaDy were modilIed, as 
"pPf'ars ID Estatutos de la Snti.dad Espagnola de CODstrucciOD Naval, etc., Madrid, 1918 . 

• Royal Order In Diario Oflcial No. 80, Apr. 15. 1909. The work plaDDed by the 
Spanish GovemmeDt Buthorized by law of laD. 7. 1908, and covered by these eoDtracts 
Is described In detail at pp. 88-144 In Prlmera eopla de In Escritnrn de cootrata de las 
obras navales, civiIps, e bidraulicas authorlzadas por 1a ley de 7 de eDero de 1908, 
Madrid. 1911, aDd the proposals by the compaDy at pp. 145-277. The anDexes contalD 
the technical guamntlell giveD by the British firms tor the character of the work dODe hy 
their respeeti .. ~ tirlllJl in carrying out the various braDches of eoDstrnctioD to be 
uDdertakeJj,. 
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the contracts the company took over the operation of the industrial 
zones of the arsenals and shipyards of Ferrol and Cartagena and 
became the general agent of the Government for naval construction. 
When using these public facilities for private construction a sum 
equal to 5 per cent of the total value of materials and wages going 
into the private work was to be paid into the public treasury unless 
the Government decided that the work was of sufficient public bene
fit to warrant the remission of part or all of the amount due. 

The company engaged in other engineering undertakings, such as 
artillery and machinery plants, and acquired dockyards and other 
shipbuilding plants of a private nature. 

INDIRECT ASSISTANCE TO INDUSTRY 

1:; PER CENT PBOTI!lCTIVIIl MABGIN 

Royal decree of April 30, 1924, and subsequent supplements pro
vide for protection of Spanish national industries by nationalizing 
control and management, working personnel, and capital. Under 
this decree foreign capital and personnel are not excluded from 
national industries but they are placed under the control of Span
iards if the industry is to receive the benefits of the law. Corpora
tions must be organized under Spanish law and not more than one
third of the directors may be foreigners and no foreigner may be 
chairman of the board of directors or president of the corporation. 
Seventy-five per cent of the capital stock must be owned by Spanish 
citizens, while at least 80 per cent of the office and factory staffs 
must be Spaniards. 

Fuel installations and articles used in the protected industries 
must be of national production unless, for technical reasons, it is 
indispensable that they be procured abroad, or the difference in 
cost exceeds 15 per cent, or there does not exist in Spain a quantity 
sufficient for consumption. 

The Government may exempt nationalized industries from pay
ment of tariff duties upon materials needed in manufacturin~ if 
such materials are not available in Spain. With regard to ship
buildin~, however, the law of August 21, 1925, sJ?ecifically provides 
that shIpbuilders must pay import duties on foreIgn materials, they 
receiving a bounty instead of a drawback. 

The national character of industrial material and the 15 per cent 
protective margin places the shipowner who is obliged to build ves
sels under his contracts with the Government in a position where 
the national shipbuilding industry can not quote him prices on vessels 
more than 15 per cent above comparable foreign tonnage. 

The 1924 decree further prOVIdes for industrial credit and loans, 
export subsidies for certain products, exemption from taxes upon 
real property, reduction in direct taxes and other flexible protective 
measures in favor of Spanish industries. The aids were to be in 
force eight years. 

DUTIlIIS ON IMPORTED SHIPS 

Further protection for the Spanish shipbuilding industry is found 
in the import duty aSfessed on completed ships of foreign construc
tion included in the law of August 21, 1925. Under article 1 of that 
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law vessels transferred from foreign to Spanish registry will continue 
to be subject to the customs duties in force at the time the change of 
registry is recorded. The minimum customs duties in effect under 
the customs law of 1927, covering foreign vessels imported into 
Spanish registry, were: 

Pesetas per 
Power-<Iriven iron and steel vessels: gross ton 

Cargo vessels__________________________________________ 15 
Combination cargo and passenger vessels________________ 20 
Passenger vessels______________________________________ 25 
Sailing vesseIs-________________________________________ 10 

Wooden vessels: 
Power driven__________________________________________ 20 
Sail___________________________________________________ 18 

Otber classes: Concrete hulls _________________________________________ 5 
Fishing smacks and small crafL_.:.______________________ 22 
Barges and lighters____________________________________ 20 
To be usc,! for floating hulks____________________________ 5 
To be broken up _____________________________________ -_ 1 

Under the original provisions of the law the basic import duties 
were increased by certain percentages depending upon the age of 
the vessel, except that new vessels purchased directly from the for
eign builders will be subject only to the basic import duty. These 
percentages, however, could be revised by the Government in deter
mined cases, always in the interest of the national shipbuilding in
dustry. The percentage increases originally established were: 

5 per cent for vessels less than 2 years old; 
15 per cent for vessels more than 2 and less than 5 years old; 
30 per cent for vessels more than 5 and less than 8 years old; 
50 per cent for vessels more than 8 and less than 10 years old. 

Importation of vessels more than 10 years old was forbidden. All 
vessels must bear highest classification in recognized classification 
societies. 

LAUNCHINGS IN RECENT YEARS 

The following table, showing launchings in Spanish shipyards for 
certain of the years since 1895, indicates the trend of Spanish ship
building and the possible effect of the provisions of the law of August 
21, 1925. The figures for 1926-1929 indicate also the probable basis 
of the state¥1ent that the law provided for 20,000 gross tons annually. 

TABL1Il 128.-L&UNCHINGS IN SPANISH SHIPYARDS 

Year Number Gross 
of vessels tons Year Number Gross 

of vessels tons 

1895 _________________________ _ 
19(1), ________________________ _ 
1905_ _ _ _ ___________ _ ________ _ 
1910 _________________________ _ 
1915 _________________________ _ 
1921). _________________________ -
1921 _________________________ _ 
1922 _________________________ _ 

7 4,488 
2 3,859 
1 127 
6 25,671 
5 22, 899 
7 11,852 
8 37,023 

13 25,213 

1 949 1923 __________________________ _ 
2 2, 572 1924 __________________________ _ 
2 2,885 1925 ________ c _________________ _ 
1 3,234 1926 __________________________ _ 
5 12, 765 1927 _______________________ " __ _ 

13 45, 950 1928 __________________________ _ 
11 47,256 1929 __________________________ _ 
2 7,776 1930 ____________ , _____________ _ 

Source: Lloyd's Annual SullllWll'Y. 
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POSTAL CONTRACT SERVICES 

BEGINNING 01' CONTRACT SYSTEM· 

The first Spanish steamship line operating on a regular schedule fur
nished communication between the mainland and the Antilles. This 
line, started in 1850, was at the expense of the State. Vessels were ac
quired especially for the purpose, were under the command of naval 
officers, and for some time made periodical triPs.- As the results 
were not such as were expected, contracts were later made with 
different commercial houses. The service was performed, however, 
in an irregular way, and not until 1868 was a definite service estab
lished by' a contract with A. Lopez & Co. for a subsidy of 60,500 
crowns ($30,250) for the round trip. The contract was for 10 years. 
Twelve vessels were required to make three monthly voyages from 
Spain and three others from Habana. The service was performed 
by the Comparua Trasatlantica under a cession from Lopez & Co. 

To estabhsh communication between Spain and the ports on the 
Gulf of Mexico through a line connecting with the above service to 
the Antilles, bids were invited for a steamship line between Habana 
and Vera Cruz, touching at Sisal, but without result, for lack of 
bidders, until in 1865 a contract was made for three years, renewable 
for two more, with Lopez & Co., for a subsidy of 10,000 crowns 
($5,000) for the round trip. Five vessels were required. This firm 
in the same year transferred the service to the company bearing the 
name, Linea de Vapores Correos Espanoles de los Antilles y Seno 
Mejicano (Line of Spanish Steamships of the Antilles and Gulf of 
Mexico). . 

A contract was made in 1875 with the firm of Herrera for the ser
vice from Habana· to Porto Rico, with a subsidy of 15,000 pesetas 
($3,000) for the round trip. In 1878 ;lnother line was added, touch
ing at the capital of the Dominican Republic, the sum of Hj,OOO 
pesetas ($3,000) being paid for each of the round trips. From 
October 12, 1880, stops were made in addition at Port-au-Prince and 
Puerto Plata, 750 pesetas ($150) being assigned for each. 

In 1881 a contract was made with the Marquis de Campo for the 
service between Habana and Porto Rico, Habana and Vera Cruz, 
Habana and Colon, and Habana and La Guaira, for a subsidy of 
42,500 pesetas ($8,500) monthly. The contract was for 10 years; but 
this line lived only until December, 1883, when the contract was 
rescinded. The service was continued provisionally, however, by 
means of a special contract with the firm of Herrera, of Habana, 
although limited to Cuba, Porto Rico and San Domingo, with six 
vessels and a subsidy of 42,500 pesos ($8,500) for three voyages. 

CONTRACT OF NOVEMBER 17. 1886 

The contract with the Compania Trasatlantica Espanola, which 
superseded all others, was a great advance in the development of 
steam communication between Spain and its colonies and foreign 
ports. The contract, approved by the Council of Ministers on 

• Tbls review of tbe ('arly drvt'lopment of the Spanlsb subsidy system Is based upon 8 
rpport 8uhmittNI by American Minister T. W. PalmE'r, Madrid. in United States Consular 
IIE'ports Nos. 112-115, January-April, 1890, vol. 32. pp. 5i-OS. 
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November 17, 1886, ratified by the Cortes, and published on June 26, 
1887, called for services as follows: 

1. From Cadiz and. Santander. to the Antilles, 36 voyages; the 
vessels from Santander to connect with some ports of northern 
Europe, and those from Cadiz to make one stop per month in the 
Canaries. All trips to be extended to New York and Vera Cruz, 
and one each month to La Guaira, Puerto Cabello, Sabanilla, Car
tagena, and Colon. On the opening of the canal at Panama, one 
monthly trip to Guayaquil. Monthly connections also to be made 
on the Pacific (using the Panama Railway) from Valparaiso to 
San Francisco; and on the Atlantic from New York to New Orleans, 
from Habana to New Orleans, from Habana to Savannah, Charles
ton, Georgetown, Baltimore, and Philadelphia, and from New York 
to Boston and Quebec. Average annual rate of speed 11.50 knots 
from the date of the taking effect of -the contract, 12 knots from 
October 1, 1888, and 12.50 knots from January 1, 1893. For pro
longation of the line, 10 knots an hour. Rate of subsidy, 10.18 
pesetas ($2.035) per mile. The opening of the Panama Canal to 
entail no further expense on the Government than the payme:nt of 
tolls. 

2. Thirteen round trips a year from an English port and touching 
at Spanish ports, to be decided 'upon by the Government; leaving 
the peninsula from the port of Barcelona for Manila via the Suez 
Canal, and thereby bringing Spain and the Philippines into connec
tion with Havre, London, Antwerp, Hamburg, Marseille, Genoa, and 
Naples; with Karachi on the Arabian Sea, and Bushire on the Per
sian Gulf; Zanzibar and Mozambique on the east coast of Africa; 
Bombay, Calcutta, Sydney, Batavia, Hong Kong, Shanghai, and 
Yokohama. Average annual rate of speed, 10.15 knots from the date 
of taking effect of the contract, 11.15 knots from June 1, 1890, and 
12.50 knots from January 1, 1895. Rate of subsidy, 7.15 pesetas 
($1.43) per mile. 

3. Six round trips a year from some French Mediterranean port 
or some port on the Bay of Biscay, touching at Spanish _ports to 
be determined by the Government and leaving the port of Cadiz for 
Buenos Aires, with stops at the Canaries, Rio de Janeiro, Monte
video, and such other points as were designated by the Government. 
These voyages must establish connection between Cadiz and the 
principal ports of the Mediterranean when the port of departure is 
lD the Bay of Biscay, and with the principal ports of the Bay of 
Biscay when the port of departure is in the Mediterranean. Average 
annual rate of speed, 11 knots. Subsidy per mile, 5.93 pesetas 
($1.085). 

4. Four round trips a year from Cadiz, connecting with Barcelona, 
for Fernando Po, touching at Laraiche, Mazagan, Mogador, Las 
Palmas (Canary Islands), Rio de Oro, Cape Verde, and Monrovia. 
Rate of speed, 8 knots. Rate of subsidy, 5.93 pesetas ($1.085) per 
mile. 

5. Twenty-four voyages a year between Malaga and Ceuta, AIge
ciras, Tangier, and Cadiz, with prolongation to Laraiche, Rabat, 
Mazagan, and Mogador eight times a year, thus completing, with the 
four voyages from Fernando Po, 12 annual voyages between these 
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ports and those mentioned above. In addition 104 voyages were 
carried on between Cadiz and Tangier and return. Average rate of 
speed, 8.50 knots. Rate of subsidy, 5.93 pesetas ($1.085) per mile. 

ANNUAL APPROPRIATION FOB SUBSIDIES 

For meeting the subsidies required for the execution of the contract 
the Government was authorized to appropriate an annual maximum 
sum of 8,444,122 pesetas ($1,689,044), to be distributed in the respec
tive budgets in the following proportions: To Spain, 4,615,782 pese
tas ($923,156); to Cuba, 2,359,083 pesetas ($471,836); to Porto Rico, 
236,026 pesetas ($67,405) ; to the Philippine Islands, 1,133,231 pesetas 
($226,646). The subsidy was paid the company in monthly install
ments. 

The duty of carrying the mails was assumed by the company on its 
own responsibility without further pay than the general subsidy 
fixed by the contract for each line. 

CONTRACT OF JUNE 14, 1909 

As Spain recovered from the effects of the war of 1898, the general 
policy, as was natural, was to try to reestablish its prestige among 
Spanish peoples and to find in closer relations with them a substitute 
for the loss of oversea territories. The Spanish subsidy and navi
gation act of 1909 was a plain expression of that purpose. The sub
sidy act of 1909 was, in effect, a consolidation of the policy of main
taining communication by subsidized steamship lines between Spain 
and its colonies in America, Asia, and Africa which Spain had 
followed since 1861, and of the policy of shipbuilding and navigation 
bounties which Spain had adopted in 1899. 

The 1909 law contained detailed stipulations for routes and serv
ices, with bounties paid on a tonnage-mileage basis. The Compafiia 
TrasatIantica was the contractor. 

The following summary of the special navigation-bounty and con
tract-service provisions of the law of 1909 is extracted from the 1916 
edition of Government Aid to Merchant Shipping: 

ROUTES WITH SPECIFIED PORTS OF CALL 

Bounty rates 

The special navigation bounties provided for in the law of June 14, 1909, are 
of two kinds, one for specified routes with specified ports of call and the other 
for specified routes without any requirement as to ports of call. 

In regard to the special routes with specified ports of call, the requirements 
of the law may best be given in a tabular statement which shows the routes. 
the number, displacement tonnage, and speed of ships, and the bounty per mile 
for each service provided in the law: 
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T uu: ~.---CONTBACT REQUIREMENTS AND SUBSIDIES FOR ROUTES WITH 
SPECnnED PORTS OF CALL 

Vessels 

Monthly sailings _ 
Displ ...... Nom· ment, her tons 

I. Hahana and Vera Cruz '_ •••.•.. " { 
'9,000 
to 7,500 

2a Cadiz, New York, Habana, 6 { 19,000 
and Vera Cruz' ......••..•••• • 6,000 

3. Cadiz, Canaries, Montevideo, 5 { '9,000 
and Bnenoa Aires ••••••••••••• t 7,500 

4. Cadiz, C8Il8I"ies, Babana, Colon, 6 { '9,000 
and return via Porto Rico 1 ____ • 6,000 

5. Port Said, Suez, Singapore, and 
5 4,500 Manila ••••••••••••.••••••••••• 

6. Cadiz, Moroe<BD ports, Cana-
ries. Rio de Oro, Sierra 

{ 4,000 Leone, Monrovia, Santa Iso- 3 bel, and San Carlos' •••••••••• 2,400 

1 Converted at the p ..... wac pac rate of $0.193. 
• From any port on the north coast of Spain. 
• Average. 
tMinimum. 
• From any port on the east coast of Spain. 
, From one eastern and one northern Spanish port. 

Speed 

First Bal· 
three anee 
years, con· 
knots tract, 

knots 

----
} 13. 5 15.0 

} 12.6 13.0 

} 13. 5 15.0 

} 12. 5 13. 0 

12. 5 12.6 

} 10.0 12.0 

Annual bounty 

Total I Per mile 

--
Equiva- Equiva· 
lent in lent in 
United P .... United . Pesetas States tas States 

cur· cur· 
rency 1 rencyl 

------------
1,459,093 $281,605 11.97 $2.31 

1,423,363 274, 709 9.90 1.91 

1,736,440 335, 133 11.97 2.31 

1,559,083 300,903 9.90 1.91 

2, 593, 203 500,488 8.80 1.70 

856,425 165,290 6.17 1.19 

The law provided also for the maintenance of connecting services between 
Habana and New Orleans ; between Habana, Savannah, Charleston; George· 
town, Baltimore, and Philadelphia ; and between New York, Boston, Quebec, 
and Montreal. All of these auxiliary services were to be operated in con· 
junction w.th principal route designated No.2 in the above table, and were 
to receive a bounty of 0.66 peseta ($0.127) per mile. Th.e same rate of pay· 
ment was authorized for the maintenance, in connection with principal route 
No.3, of a branch line between Buenos Aires, Punta Arenas, Coronel, and Val· 
paraiso, and, in ,connection with principal route No.5, the following branch 
lines: (1) Liverpool, Christiania, Copenhagen, Malmo, Libau, Riga, Stockholm, 
Helsingfors, and St. Petersburg (now Leningrad); (2) Port Said or Aden and 
Sydney; (3) Aden or Colombo and Karachi, Bombay, Bushire; (4) Columbo 
lind Calcutta; (5) Aden or Colombo and Zanzibar and Mozambique; (6) 
Mozambique and Cape Town. 

The Compaiiia Trasatlantica operates all of the subsidized lines enumerated 
in the above table except the line to Africa, which is operated by La Roda 
Hermanos. Other services receiving the special navigation bounties provided 
for by tfIe law of June 14, 1909, are as follows: 

Canary Islands: Sailings every three days between Spain and the islands and 
weekly between the islands and Rio de Oro; the former service is perfdrmed by 
the Industri'l y Navegaci6n Line and the latter by the Vapores Correos Inb,r· 
insulares de canarias. 

Balearic Islands: Six sailings weekly between Barcelona and Palma and 
three weekly between the several islands; two of the voyages each week between 
Barcelona and Palma must be l"Un at a minimum speed of 15 knots; service 
performed by La Islena Maritima. 

Spanish African possessions and Morocco: Regular services from Almeria, 
Malaga, cartagena. Alicante, and Algeciras; service by La Roda Hermanos. 

Other contract prot7i8ions 

In addition to the conditions specified in the above tabular statement, sh'ps 
receiving the special navigation bounties provided under this law must comply 
with the following requirements: 

1. Ships must be owned by Spanish citizens and operated under the Spanish 
flag. • 

85083--32--36 
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2. Ships must have first-class rating of an approved classification society. 
3. Two-thirds of the vessels for the replacement of those on subsidized service 

and of additi.onal vessels therefor mUl!t be new, with preference to Spanish
built ships if cost is not more than 10 per cent above that of fure.gn-built ships. 

4. Repairs must be made in Spanish yards. 
5. Provisioning of vessels shall be made, by way of preference, in Spain and 

with Spanish products. 
6. Spanish coal shall be preferred to extent of at least two-thirds of bunker 

capacity in the case of ships leaving Spanish ports. 
7. Crew under normal conditions shall be Spanish subjects. 
Ships engaged in these special services must grant the following advantages 

to the Spanish Government : 
(1) Free transportation of Spanish mail, State funds, and bullion for 

COinage; 
(2) Carriage of Government freight and passengers at reduced rates; 
(3) Assignment of ships to the Government in time of war for use as 

auxiliary cruisers. 
The law of June 14,1909, imposed a number of conditions regarding passenger 

and freight rates and service, which may best be presented in the following 
form: 

1. Passenger rates: 
1. Rates to and from Spain to be no higher than those charged by 

foreign lines ; 
2. Ships in emigrant trade to be on a parity with foreign ships in 

accommodation; 
3. Emigrant ships to give special facilities for transportation of emi

grants to Spanish colonies in Morocco and elsewhere in Africa; 
4. Thirty per cent reduction to be made in fares to commercial agents 

and to official commissioners sent abroad to attend expositions; 
5. Ten free passages to America to be granted to persons designated by 

the Minister of Public Instruction and sent on work in the 
national interest. 

II. Freight rates and service: 
1. Spanish merchandise to be given preference over foreign merchandise; 
2. Freight tariffs to be approved by the Government; 
3. Cooperation among subsidized lines enjoined; 
4. Exhibits for commercial museums and exhibitions abroad to be 

carried free. 

ROUTES WITHOUT SPIIXlIFIED PORTS OF OALL 

Details as to the navigation bounties granted to lines operating on 
specified routes without any requirement as to ports of call are given 
in the following statement: 

TABLB 130.--CONTBACT REQUIREMENTS AND SUBSIDIES FOR ROUTES WITHOUT 
SPECIFIED PORTS OF CALL 

Minimum speed Bounty per gross 
ton per 1,000 miles 

Number Equlva. Routes 01 trips Yearly lent in per year average, On trial, Pesetes United 
knots knots States 

currencyl 
------------

Group I: To Brazil Uruguay, and Argentina and 
return, calling at the Canaries ' .. __ ._._. ___________ 12 10 11 0.60 $0.116 

Group II: 
11 12 .80 .IM To the Adriatic and return ..... _________ ._._ . ___ 12 

To the Black Sea and Sea of Azov and return ' .. - 12 11 12 .80 .IM To Algeria and return ,,, ________________________ 52 or 104 11 12 .80 .1M 
To Argentina or from Argentina ' .. ______________ 52 11 12 .80 .IM 

Group III: To New York and Habana and return 1_ 12 13 H 1.00 .193 

I Converted at tbe pre-war par rate of $0.193. 
lOne route starting from a port in the .north or northeast of Spain and another from a port in the east or 

south of Spain. 
• From a port In the south or east»f Spain. 
• From a port In the east of Spain. 
• From a port In the south of Spain. 
• From a port In the north or northeast of SpaiD. 
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The law permits the Government to substitute one or more routes of .. equal 
importance" or of "greater national utility" for any of the above-described 
routes. It also provides that the bounty shall be increased 20 per cent for lines 
in Groups II and III upon proof that the lines have operated at an average 
speed equal to that required of the next higher group, and also for those in 
Group I It they exceed 14 knots. In the distribution of these bounties vessels 
of SpanisJi construction are preferred over foreign-built ships, and the vessels 
longer in service over those more recently commissioned. 

The conditions imposed upon vessels applying fOr this form of special navi
gation bounty are the same as for vessels seeking the general navigation bounty 
",xcept in the requirement as to proportion of freight to be carried. The special
bounty lines in existence more than two years are required to carry, on the 
average, cargo and passengers to the extent of at least 40 per cent of the 
,-esseI's maximum capacity on the outbound voyages and at least 33 per cent 
on the homeward voyages. For new lines or those in existence less than two 
years the proportions required are, respectively, 30 per cent and 25 per cent. 

SUSPEN&ION OF BOUNTIES 

After the outbreak of the war in Europe many of the subsidized 
lines renounced their right to the bounties. The New York Journal 
of Commerce, in its issue of December 24, 1915, made the following 
statement regarding this action: 

As a consequenCe of the strong position in which the SpanISh lines now find 
themselves, the special correspondent of the Liverpool Journal of Commerce 
wires that as a result of the heavy subsidy payments already received, as well 
8S the fortunate position in which neutral Spanish shipping is at present 
situated, growing out of war conditions. the Bilbao Shipowners Association 
has informed the Government that the 23 companies comprising its member
~hip have decided to renounce their right to receive premiums under the law 
of 1909. It is further stated that the Spanish Government has readily accepted 
the decision of the Bilbao shipowners and has approached the shipowners at 
other ports in Spain with an inquiry as to whether they can not follow the 
example. 

The relinquishment of the right to the bounties may be accounted 
for by the great earning power of Spanish ships during the period of 
high freight rates and by the desire to be released from the restric
tions that go with the bounties. 

The general navigation bounties of the law of June 14, 1909, were 
!;uspended by royal decree on January 30, 1916, asilldicated by the 
following report of the United States consul general at Barcelona.s 

Abolition of the Government navigation subsidies took place by royal decree 
promulgated on January 30, 1916, suspending temporarily the shipping aid 
provided in the law of June 14, 1909. 

Under that law Spanish shipping companies could claim a national subsidy 
by means of a navigation tax. Before the law was enacted 80 per cent of the 
country's exports went out under foreign flags, but during the last five years 
this has been reduced to between 52 and 53 per cent. Furthermore, owing to 
the European contlict, circumstances have altered so that the merchant marine 
of Spain is to-day in a doubly flourishing condition. 

In recognition of this state ot affairs many shipping companies voluntarily 
relinquished their right to the subsidy, thinking it unjust to accept from the 
public treasury aid which they did not require. Several other companies re
fused, for various reasons, to forego the privilege created in their favor, chiefly 
owing· to contracts entered into before the war which prevented their profiting 
ful1y by the general rise in freights. It was claimed, however, that in one 
way or another all shipping under the Spanish flag had benefited, and it was 
therefore considered unnecessary to continue to render State aid for the 
present. 

• Commerce Reports. U. S. Department of Commerce, Mar. 23, 1916. 
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BEN!n¥AL OF 1922 

The contract with the Compafiia Trasatlantica under the act of 
1909 and regulations under the act of 1913 was to have expired on 
January 1, 1921, but it was in part suspended during the war and 
during the period of large _profits. General depression, 'however, 
began early in 1921, and Spanish shipping, with that of other 
nations, suffered heavy losses. 

The subsidies to the Compafiia Trasatlantica were accordingly 
revived by royal decree of February 14,1922, and made retroactIve 
as from January 1, 1921. The decree took the form of an increase to 
28.66 pesetas in the mileage rates of the main subsidies, which had 
been respectively 11.97, 9.92, and 8.82 pesetas. The.increase was 
based on the great increase in the cost of operating ships over pre
war costs and Spain's need during the reconstrllction period to retain 
the advantages its. neutrality .during the war had given'; doubtless 
the decrease of about one-"fourth in the exchange value of the peseta 
was also considered. 

Beginning with 1921 the contracts were made for 2-year periods 
until the entir~ system was revised in 1925. 

CONTRACT OF DECEMBER Ill, \920 

In 1920 the Spanish Government concluded an agreement with 
the Compafifa Trasmediterranea for mixed postal services for 10 
years to the Canary and Balearic Islands and to Morocco. The con-

. tract provided for six lines of services as follows = 
1. Barcelona and Valencia to Canary Islands; 
2. Seville and Cadiz to Canary Islands; 
3. Cadiz to Tangier and Algeciras; 
4. Malaga to Melilla; 
5. Barcelona to Balearic Islands; 
6. Almeria to Melilla. 

The subsidy for these services was fixed at 10,039,040 pesetas 
($1,600,000 at 1920 average exchange), divided between three gen
eral divisions as follows: To the Canary Islands, 1,454,208 pesetas; 
to the Balearic Islands, 4,064,832 pesetas; to the Morocco colonies, 
4,520,000 pesetas. 

This agreement became effective on January 1, 1921. On January 
3, 1922, a new interisland service was established in the Canary 
Islands with an additional annual subsidy of 1,903,374 pesetas 
($294,600 at 1922 exchange), thus making a total of 11,942,414 pesetas 
for the entire service performed by this company. For 1928, these 
amounts were increased in the budget estimates to 11,279,177 pesetas 
for the ~hre~ main gr0.uPs and to 2,943,600 cesetas for the Canary 
Islands mterIsland serVIces, a total of 14,222,717 pesetas, or $2,360,000 
at $0.1659 to the peseta, the average rate for 1928. 

By royal order issued on February I, 1931, it was announced that 
the contract for services between Spam and the Balearic Islands, 
North Africa, the Canary Islands and interisland traffic, and 
Fernando Po had again been awarded to the Compafiia Trasm~diter
ranea, the service to be inaugurated February 11, 1931. No details 
h.ave been received. 
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TRASATLANTICA CONTRACT OF' AUGUST 21. 1925 

The most important contract services in the Spanish system were. 
those provided under an agreement with the Compaiiia Trasatlantica 
in 1925. The contract was entered into for a period of 25 years, 
effective from July 1, 1925, to December 31, 1950. 

The annual subsidy for the services was fixed at 28,305,177 pesetas 
($4,058,962 at 1925 exchange), and that amount may not be exceeded 
unless additional lines are established. 

VESSEL· RENEWAL PBOGRAM 

The contr6lcting company agreed to maintain 20 vessels in condi
tion for service on tbe prescribed routes and to renew 16 vessels dur
ing the life of the contract in addition- to any others which might 
be construt!1:ed during the contract period. Of these, two vessels were 
required to be built especially for a new lme between northern Spain 
and South America; three 7,500-ton vessels were to be ready for 
the Panama Canal and Pacific lines and for the New York-Cuba
Mexico line by 1929, and three similar vessels for the same group 
of services by 1932. Two 5,000-ton vessels were to be furnished by 
1934 for the Fernando Po line, and three vessels of 7,000 to 8,000 
gross tons were to be constructed or acquired for the Philippine line 
by 1936. Two 15,OOO-ton vessels were to be constructed for the 
Barcelona-Buenos Aires service by 1938. New vessels must be built 
in Spain except where the construction cost differential is greater 
than the 15 per cent margin which the law of April 30, 1924, for the 
protection of national industry, allows for shipbuilders. (See p. 532.) 
The Government must in all cases pass upon the vessels and whether 
or not they shall be built abroad. 

FINANCIAL ARRANGEMENTS 

The company was authorized to float loans guaranteed by the 
Government for the purpose of constructing vessels, the Government 
taking a mortgage on the vessel and reserving from the subsidy the 
amounts sufficient to cover the liability of the Government. 

An annual insurance premium of 3 per cent of the value of each 
vessel was to be written off, and a 4 per cent depreciation was allowed, 
while a further 3 per cent reserve fund was to be written off on the 
basis of the value of ship and equipment. 

If the annual fixed subsidy was not sufficient to meet operating 
deficits, the company was authorized to borrow funds with which to 
reimburse itself for such losses. The interest and ainortization of 
these loans was to be guaranteed by the State under the same con" 
ditions as the loans for construction. The total guaranties were not 
to exCtled the total annual subvention. 

Annual dividends were not to exceed 6 per cent so long as deficits 
in operating expenses existed, and any earnings above 6 per cent 
were to. be used for the amortization of past deficits. Eighty per 
cent ,of the earnings of the company was to be used to reduce the 
subsidy until it became half the authorized amount. The remaining 
20 per cent was to accrue to the company, and dividends were to be 
increased to 10 per cent. In case a new line was authorized the rate 
of payment was to be 28.66 pesetas ($4.11) per mile. 
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A specal ioan to cover the loss for 192.3 (15,589,255 pesetas) was 
authorized. 

ABBOGATION OJ!" THE 1925 OONTKACT 

While the working agreement of 1925 would have resulted in a 
different status-for the company had the earnings been greater and 
the costs less, the losses were so heavy that the company plunged 
deeper into indebtedness to the Government. In its annual report 
for the year ending December 31, 1928 (published in the Gaceta de 
Madrid of January 5, 1930), the Trasatlanticalistsamong its liabili
ties bond issues and securIties amounting to more than 250,000,000 
pesetas ($41,500,000 at 1928 average exchange), exclusive of capital 
and credit accounts amounting to 100,000,000 pesetas ($16,590,000). 
Assets of 112,800,000 pesetas ($18,700,000) in the form of special secu
rities guaranteed by the Government are set up against these liabilities, 
plus debit accounts and vessel and harbor equipment. The vessel equip
ment is carried at a book value of 168,345,307 'pesetas ($27,900,000), 
in addition to payments of 62,929,366 pesetas ($10,400,000) disbursed 
on account of construction of the Juan Sebastian Elcaw, Marq:ueB 
de Oomillas, and Magallane8. 

In 1921 a commission was named to prepare a detailed study of the 
economic situation of the company and the causes of the unsatisfac
tory financial condition. This commission recommended a complete 
change of service requirements. 

The Government accordingly canceled the contract by royal 
decree of October 21, 1929 (published in the Gaceta de Madrid of 
October 23,1929). The cancellation article reads in part; "Effective 
from the date of this royal decree, the contract for transoceanic serv
ices concluded with the Compaiiia Trasatlantica in 1925 is hereby 
rescinded, it being continued, however, under provisional conditions 
until the adjudication of new bids." . _ 

In the report preceding the decree the position of the Government 
is defined. Among other reasons for the action on the part of the 
Government the report cites the high national interest of the trans
oceanic service and the difficult financial position of the Trasatlan
tica Co., despite the contract conditions under which it has operated 
since 1925 and the great costs which weigh on the State in maintain
ing these services, and points out that in the proposed reorganization 
of the services the Government will know defuiitely the amount in 
which it may participate in the costs of the operations. 

NEW BASlS FOR CONTRACTS 

On December 28, 1929, a royal order was signed (and published 
in the Gaceta de Madrid the next day) which outlined the broad 
basis on which future contract services should rest. 

The required services for which tenders will be accepted fall into 
three ~roups: . 

Flrst group: Cantabrian coast to Cuba and New York; Bar
celona to Argentina; Mediterranean to Cuba and New York; 
Mediterranean to Porto Rico and New York. 

Second group: Services to the Philippines and Pacific, con
sisting of freight and low-class passenger service. 
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Third group: Coastal services, to which ~he prese':lt services 
to Fernando Po now operated by the Trasatlantlca, are to 
be added, inclu~g the intercolonial services between the 
islands and territories of the Gulf of Guinea. 

Further coastal services will be established when the current con
tract expires and the interisland services of the Canaries will not be 
included. 

CONDITIONS FOB TENDERS 

Bidders will consider the following general conditions in bidding 
on the first group:1 . 
. (a) The State will furnish the following eight vessels of the Com
pallia Trasatlantica, which· are to become State property: Alfomo 
XIII, of 10,550 gross tons, built 1923; Oristobal Oolon, 10,800 gross 
tons, built 1923; Infanta Isabel de Borbon, 10,348 gross tons, built 
1913; J'/ULn Sebastian Elcano, 9,964 gross tons, built 1928; Magal
lames, 9,600 gross tons, built 1928; Manuel Arnws, 7,578 gross tons, 
built 1923; Mo:rques de Oomillas, 9,922 gross tons built 1928; Reina 
Victoria Eugenia, 10,137 gross tons, built 1913. Other vessels will 
be furnished if essential, and new vessels will be provided if all 
other plans for renewal of the Heets are found impracticable. 

(b) The contractor will provide the capital. 
(c) Operating expenses will include insurance and depreciation 

charges on the Government. vessels as well as interest charges up to 
5% per cent on these vessels. 

(d) The contractor will receive a subsidy in the form of a com
mission of 3 per cent of the gross income from passenger and cargo 
traffic, and interest on his capital investment. CommiSSIOn and inter
est, however, are limited to an aggregate of 9 per cent of the paid-Up 
capital which is supplied by the contractor, plus a sw:il. necessary to 
establish a 1 per cent reserve fund. 

(e) Subsidies received are to be entered as revenues for accounting 
purposes, and the annual subsidy shall not exceed the 28,000,000 
peseta annual amount yrovided through the 1925 contract. The 
Government will specify the subsidy· for each service. 

(f) If the operations show net profits, the State will be paid 
interest and amortization charges on the Government capital invested 
in the vessels. Profits in excess of this will be divided 25 per cent 
to the contractor and 75 per cent to the State. For this service group 
the Compafiia Trasatlantica will be given preference in bidding in 
case of equal bids for the service. 

(houp II conditio1l8 

In the Group II service the contractor will have no rights except 
that of receiving a direct subsidy, which shall not exceed the annual 
sum of 28,305,177 pesetas (the entire budget allowance). The Tras
atlantica shall have preference in this group also if equal bids are 
received. . 

• Report of Trade Commissioner Jnlian c. Greennp, Madrid, Jan. 14, 1930. 
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Group III conditions 

In the coastal services characteristics of vessels and itineraries and 
rates will be determined and fixed. 

Other conditions 

Bids will be entertained for combining the :Mediterranean services 
to Argentina, Cuba, Porto Rico, and New York, the bidder undertak
ing to endeavor to acquire some of the vessels now belonging to the 
Compafiia Trasatlantica. • 

Consolidated bids. for all service groups will be entertained based 
upon the requirements for individual services, but a consolidated 
bId will not have preference as such. In case of an award to a con
solidated bidder the above preference clauses to the present operators' 
do not apply. 

Further conditions for consideration by the State in making 
awards will be the importance of the equipment which the bidder 
offers to supply, acquire, or construct; the financial advantages that 
may accrue to the State from the proposals; the financial risk offered 
by the bidder in terms of reserve funds, interest, and amortization; 
the amount of subsidy solicited. Service improvements and rates 
also will be considered. 

The bidders must be steamship companies of Spanish nationality 
and Spanish ownership with shares nontransferable to foreigners. 
Proposed vessels for coastal services must be of Spanish construc
tion, and exceptions provided by the law of June 14, 1909, are 
repealed. 

LIFE OF THE CONTRACT 

The duration of the proposed contract is for 20 years or for the 
unexpired contract period provided for under the stipulations of 
the 1925 contract. 

No change may be made in the contract for two years after it is 
signed unless there is a change in vessel or service which influences 
the financial results. If the subsidy is found insufficient to cover 
the authorized provisions, the contractor will pay the difference. 
in which case he shall have the right to recover such losses from 
subsequent profits.8 

NAVIGATION BOUNTIES 

LAW OF JUNE U. 1909 

No direct navigation bounties were paid to Spanish shipping 
prior to the passage of the law of June 14, 1909, and that law pro
vided for both navigation and construction bounties. The naviga
tion bounty system was divided into "general" bounties and 
" special" bounties that required the bount~-earning vessels to re
main in a line service with or without speCIfic ports of call. This 

8 On Mny 23, 1930, Consul Curtis C. Jordnn, Bnl'Cf'lonn, reported thnt the date for the 
opening of puhllc tenders for tnklng over the services performed hy the Compaiila Tras
ntlantica, wblch was set for February, 1930, had been IDdeOnltely postponed by the new 
Government. 
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special system was a contract system of services based 1.lpon fre
quency of sailings and distance and has already been considered 
under" postal-contract services." 

By the provisions of the law of June 14, 1909, "general" navi
gation bounties were authorized to Spanish vessels engaged in 
overseas or long coasting trades at 40 centimos ($0.0772) per gross 
ton per 1,000 miles for the overseas trade and 50 centimos ($0.0965) 
per gross ton per 1,000 miles in the long coasting services between 
Spanish ports and ports of the rest of Europe and the Mediterranean 
coast of Africa. Thus, a vessel of 4,000 gross tons could earn $0.30 . 
per mile in the overseas trades and $0.38 per mj.le in the long coast
ing trades. The law limited the total amount of bounties payable 
during anyone year to 2,900,000 pese!as ($559,700 at pre-war par). 

LAW OF AUGUST 21, 1925 

The comprehensive law under which postwar aid was extended 
to the Spanish merchant marine was the royal decree law of August 
21, 1925, published in the Gaceta de Madrid of August 25, 1925. 
The provisional regulations covering the execution of the law were 
approved on September 6, 1925, and published on September 10, 
1925. The documents contain more than 100 articles. 

Article 24 of the law provides that it shall remain in, force at least 
10 years; but under articles 72 to 75 of the regulations a revising 
commission is created which will advise the Government on the re
vision of import duties, navigation-bounty coefficients, and distance 
and tonnage tables covered by the law. Navigation and construction 
bounty rates are subject to semiannual review. 

BEQUI&EMENTS OF 1925 LAW 

P«;m:er-drivel!- vessels .n?t engaged ~n t?-e coasting trade or in a 
subSIdIzed serVIce are elIgible for naVIgatIOn bounties under certain 
conditions. These ar.e: 

Vessels must be of highest classification m national or other 
designated classification societies. 

Under normal navigating conditions the crew must all be of 
Spanish nationality . 
. The ship?wner must contribute 4 per cent of the subsidy to na

tIOnal pensIOn funds or other benevolent funds established by the 
Government for seamen. 

The vessel must carry cadets, one for a 2 500-gross-ton vessel 
two (one for deck duty and one for engine r~om duty) on, vessel~ 
from 2,500 to 4,000 gross tons, and three for vessels over 4 000 gross tons. . . , 

Mails., except parcel-post and packages of declared value must 
be carrl~d fr~e of charg.e. The carriag:e. of mails, however,' in no 
~anner IS ~o mterferew.lt~ the regul~r Itmerary o.f the vessel, pro
VIded ~h!lt m case of deVIatIon the mall shall be delIvered to Spanish 
authOrItIes at the first port of call. (Art. 40, regulations.) The 
vessels must be of Spanish ownership. 
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The navigation bounty is calculated according to the following 
formula: 
Total cargo tons X mileage traveled subsidy coefficient=amount 

100 in pesetas earned. 
Special reports, log books, visas, and certificates' are used in the 

compilation of cargo ton-mileage. The coefficients are fixed accord
ing to gross tonnage and mileage as given in Table 131. 

TABLII131.-SUBSIDY CoEFFICIENT TABLII EMPLOYED m CALaULATING NAVIGATION 
BOUNTIES UNDER LAw OF AUGus'l' 21,1925 

Gross register tons and coefficients 

Up to mo to 400 to 600 to· 600 to 1.000 to 1!I.mo to 
199 399 699 • 799 9911 1,199 1,399 

Mileage 

--------1-'------------1-
Up to 199 •••••• _ ••••••••••••••••••••••••••••• _ 0.100 0.147 0.197 0. 219 0.2439 ........ 1 ....... . 
From mo to 299............................... .066 .086 .111 .122 .1341 ..... __ ........ . 

r.:::::::~=:::::::::::::::::::::::::::::: :~ ::: :~ :::~ ::= ·o~ii800ro~ii800 
From 500 to 699 .......... _._.................. .036 .001 .000 .054 .0596 .0630 i .0675 

r.::::::: ~ ~::::::::::::::::::::::::::::::: :::::::: :::::::: :::::::: :::::::: :~ :::~ I :~ 

mE i~m ~ i~m~H~~m~~m~~~~~~~~~~~~~~ ~~~~~~~~ ~~mm ~~m~~Emm~ ~ ~ j ~ I j II 
r.:::::~:: ~ ~~:::::::::::::::::::::::::::: :::::::: :::::::: :::::::: :::::::: :::: :~g I ::= 
EE tm ~ tm~~~~~~~~~~~~~~~~~~~~~~~~~~~ ~~~~~~~~ ~~~~~~~~ ~~~~~~~~ ~~~~~~~~ ~i ~~ i J~ 

Gross register tons and coe1Iicients 

MDeage 
Additional 
coefficient 

1,400 to tor each 250 
1.649 tons or 

fraction np 
to 2,399 

From 400 to 499 ............. _ .... _.. 0. 0900 0.00925 
From 500 to 599. __ .................. .0720 I .00700 
From 600 to 799 ......... _........... .06651 .00610 
From 800 to 9911.. ................... .0535 .00450 
From 1.000 to 1.199.................. .6456 .00362 
From 1.200 to 1.399.................. .6405 .00275 
From 1.400 to 1.599 ........ _........ .0370 .00150 
From 1.600 to 1.799.................. .0340 .00138 
From 1.800 to 1.9911.................. .0320 .00125 
From 2,000 to 2,199.................. .0305 .00113 
From 2,200 to 2,399.................. .0290 .00100 
From 2.400 to 2.599.................. .0280 .00090 
From 2,500 to 2.799............. ..... .0270 .00090 
From 2.800 to 2.999.................. .0260 .00090 
From 8.000 to 3.499.................. .0255 .00080 
From 8.500 to 3.9911 ....... _ .................... 1 ... _ ..... _ .. 
From 4.000 to 4.499 ........... __ .......................... . 
From 4.500 to 4.999 ....................... _ ............... . 
From 6.000 to 6.499 .................... ~ ................. .. 
From 6.500 to 6.999 ............... _ ....................... . 

EE ;:5 E.!:~:.:.:::::::::=:::== ::::::::::1:::::::::::: 
I 

2,400 to 
2.699 

I 

0.1270 I 
.1000 
• (lIHO 
.0715 
.0600 
.0516 
.0430 
.0395 
.0370 
.0350 
.0330 
.0315 
.0305 
.0295 
.0286 
.0265 
.0255 
.0245 
.0235 
.0230 
.0226 
.0220 
.02l6 

Additional 
coefficient 
for each 300 4,500 to 

tons or 4,799 
fraction np 

to 4,499 

0.007600 0.1800 
.006600 .1400 
.005150 .1270 
.003830 .0990 
.003430 .0770 
.002150 .0665 
.002300 .0590 
.002000 .0535 
.001720 .6490 
.001530 .6457 
.001430 .0430 
.001300 .0405 
.001400 .0085 
.001400 .0375 
.001080 .0360 
.00086II .0325 
.000715 .0305 
.000500 .0280 
.000430 .0265 
.000400 .0257 
.000316 .0247 
.1lOO3OO .0240 
.0002H .0232 

Additional 
coefficient 
for every 

further 300 
tons or !rae-

&ion 

........... -.... ----
---.. --------

0.00450 
.00323 
.00323 
.00'261 
.00230 
.oomo 
.00180 
.00160 
.00130 
.00123 
.00111 
.00105 
.00090 
.00061 
.00055 
.00055 
.00050 
.00042 
.00042 
.00030 
.00030 
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Increase of navigation bownties.-The results obtained from calcu
lations of bounties according to this table may be augmented up to 
75 per cent of the basic bounty under certain conditions, the following 
additional amounts being allowed: 

Per cent 
For national construction of hull and machinery________________________ 40 
For national construction of hull only ____________________________ ._____ 20 
For vessels regularly engaged in Spanish foreign trade___________________ 25 
For vl'.ssels irregularly engaged in foreign trade __ ...:_______________________ 15 
For vessels less than 4 years old __ ..: _____________________ .________________ 10 
For vessels less than 8 yearsold________________________________________ 5 
For speed from 12 to 15 Imots-___ .,. ______ ~______________________________ Ii 
For speed from 15 to 18 knots ____________________ :..______________________ 10 
For speed 18 knots and over____________________________________________ 15 

Reduction of coejJicient.-Beginning with the sixth year of effec
tiveness of the law (1930) the then effective bounty coefficients will 
be reduced at the following progressive rates: 

Per cent 
For vessels 8 years old but less than 16 years old________________________ 5 
For vessels 16 years old and less than 24 years old_______________________ 10 
For vessels 24 years old and less than 28 years old ______ ..:_________________ 15 
For vessels 28 years old but less than 32 years old________________________ 20 
For vessels 32 years old but less than 36 years 01<1-_______________________ 50 

Vessels 36 years old will not be entitled to bounties after the first 
five years of effectiveness of the law. 

The foregoing reductions will be waived to vessels whose owners 
contract for the construction of similar vessels subject to the approval 
of the Director General of Navigation. 

Ol1lr(!O oaloulations.-For the calculation of cargo tons the tables 
pUblished for the law of June 14, 1909, will be used, and official 
French distance tables. Passenger space is calculated at 4 measure
ment tons for each passenger, regardless of class; hold space for large 
live animals at 2 tons, and for small animals at half a ton each . 

. EXAKPLl!I 011' APPLIOATION 011' THE LAW 

As an example of the effect of the navigation bounty system under 
the law of August 21, 1925, the British shipping journal, Fairplay, 
compiled the results of a typical voyage of an eligible vessel. A 
Spanish vessel of 2,699 gross tons carrying coal from Cardiff to 
Barcelona and returning with a cargo of iron ore from Cartagena 
to Middlesborough was chosen. The distance from Cardiff to Barce
lona 1,652 miles, multiplied by the coal-cargo weight, 3,400 tons, 
divided by 100, as per the formula, and multiplied by the governing 
bounty coefficient, 0.0395, results in a sum of 2,218 pesetas. The 
return voyage from Cartagena to Middlesborough is 1,720 miles, 
and the ore cargo amounted to 3,700, the bounty coefficient remain
ing the same, the vessel earned 2,514 pesetas on the return voyage, 
or 4,732 pesetas ($678 at 1925 average exchange or $552 at the 1930 
average rate) for the round voyage as the basic bounty. 

Under the provisions of sectIOn 7 of the law the vessel was entitled 
to the following extra bounties: 15 per cent for being irregularly 
employed in foreign trade, 40 per cent for being of Spanish construc
tion, and 10 per cent for being less than 4 years old, a total aug
mentation of 65 per cent of the basic bounty, or 3,075 pesetas, with 
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the result that the vessel earned for the voyage a total navigation 
bounty exceeding 7,800 pesetas, equivalent at 1925 average exchange 
to $1,118 or at the 1930 average rate to $910. 

LIMIT OF NAVIGA'l'ION-IIOUNTY EXPENDITU1U!B 

Article 12 of the law limits the budget appropriation for naviga
tion bounties to 10,000,000 pesetas ($1,434,000 at average rate for 
1925; $1,167,000 at average rate for 1930). Any surplus will not 
be cumulative for the following year. If the earned bounties exceed 
the budget allowances a pro-rata apportionment, based upon the 
amount earned, will be effected. 

CONSTRUCTION BOUNTIES 

LAWS OF 188' AND 1909 

Twice, prior to 1925, Spain enacted laws intended to encourage 
shipbuilding. The first instance was the tariff law of 1889, amended 
by the budget law of June 30, 1892, and the second step was taken 
with the general bounty law of June 14, 1909. Spanish ore outputs 
are large, and this, plus native coal, places the country in a different 
position in respect of its steel-ship construction from that occupied 
by some other European nations. 

The provisions of the laws of 1889 and 1909 are stated in Table 132. 

TABLI!I 132.--CONSTBUCTION-BOUNTY RAn:s UNDER LAWS OF 1889 AND 1909 

Kind 01 vessel 

Bounty per gross ton 

Law 011889 Law 01 June 14. 1909 

EQuiva· 
lent in 

Pesetas United 
States 

currency· 

Equiva-
1enl in 

PesetdS l:'nited· 
States 

currency· 

-----------------1---1---------
Wooden vesse1s __________________________ :_____________________ 40 $7.72 ___________________ _ 

Hulls only __ . __________________________________ . ______________ ._ .___ __________ 80 $15.« 
Witb auxiliary power __________________________________________________ . ___ ._.. 100 19.30 

Iron, steel, or oomposita v8SS8ls: Hullsonly. ________________________ . ___ • _________ . ___ "_._ ...... _ .•. _ ..... ____ . 120 23.16 
SaIL .. ___ ....... _. ______ .. ________ ........ ___ • ________ ._._. 55 10. 62 • ___ ..... _ .. _. __ . __ • 
Full-powered carg:> vessels .... __________ . __ ._._._. __ ._._._ .. _. ___ . __ .. _______ ._ 160 so. 88 
Combination p8SS8IlgeMWd-<llll'gO vessels. _______ . __ ._._ .--. } 7S 14. 48 l liD 32. 81 
Passenger v8SS81s __ .. _________ .. __________ ._. ______ --______ • I' 185 35. 71 

1 Converted at tbe pr&-war par rate 01 $0.193. 

LAW OF AUGUST 21, 19Z5 

All of these bounties were materially increased by article 14 of the 
law of August 21, 1925-which, as already explained, granted con
struction compensation as well as navigation subsidies-as follows: 
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TABLI!l 133.-CoNSTBUCl'ION-BoUNTY RATES UNDER LAw OF 1925 

Kind of vessel 

Wooden vessels: HnIls only ________________________________________________________________ , ____ _ 
With auxiliary power ______________________ • ___________________________________ _ 

Iron, steel, or composite vessels: HnIls only _____________________________________________________________________ _ 
HnI1s witb auxiliary machinery ________________________________________________ _ 
Full-powered cargo vessels _____________________________________________________ _ 
Combination passenger-and-cargo vessels _______________________________________ _ 
Passenger vessels _______________________________________________________________ _ 

I Converted at $0.1434, the average rate for 1925. 

Bounty per gross 
ton 

Equiva
lent in 

Pesetas United 
States 

currencyJ 

118 $16.92 
130 18.64 

176 25.24 
200 28.68 
235 33.70 
398 51.07 
407 58.36 

This scale is considered as basic and may be increased by 10 per 
cent for each full knot of"' speed that the vessel may develop in 
excess of 16 knots, on a trial run, half loaded. 

No drawback or allowance is granted Spanish shipbuilders for 
import duties paid on foreign materials for construction, repair, 
and betterment of vessels. 

BJilQUlBEMENTS OF 1925 LAW 

To be eligible for the bounties the shipbuilder must prove that the 
vessel is of national construction; that the Government has approved 
it for the service for which it is designed; that not more than 20 per 
cent of the directive, technical, and labor personnel of the building 
yard is of foreign nationality during the first five years, nor more 
than 10 per cent during the next five years, and all Spanish there
after; that 2 per cent of the bounty is paid to benevolent institutions 
for shipbuilding personnel as approved by the State; that one stu
dent from special nautical or naval schools is employed for each 150 
workmen employed by the plant. 

Vessels of less than 100 gross tons are not entitled to construction 
bounties. 

Vessels receiving bounties may not be sold to foreign registry or 
transferred to foreign registry during the first two years of their 
service except under special authorization based upon a progressive 
scale of reimbursement of bounties earned based upon the age of the 
vessel. 

LIMIT OF OONSTBUCl'ION-BOUNTY I1"XPENDITUBES 

The maximum annual appropriation for construction bounties is 
fixed at 8,000,000 pesetas ($1}147,200 at 1925 average exchange), and 
if the bounties earned exceed this amount the total available appro
priation is prorated among those entitled to its benefits. 

On November 20, 1929, the Council of Ministers l'xamined a pro
posal to increase the construction-bounty estimates.9 It appears 

• Reports of Sbeldon Wbltebouse, cbnrg4! d'atralres ad Interim, Madrid, Nov. 25, 1929 
and Trade Commissioner Julian C. Greenup, Madrid, Nov. 29, 1929. ' 
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that the original limit (8,000,000 pesetas) provided for the con
struction of only 20,000 gross tons annually, which would result in a 
gross expenditure of $57 per ton (at 1925 average exchange). It 
was proposed to increase the construction-bounty expenditures to 
cover 50,000 gross tons of new construction annually, and to this end 
it was proposed to expend 22,000,000 pesetas annually, which would 
mean a gross State expenditure of $64 (at 1929 exchange) for each 
ton built under the construction bounty law. It was proposed 
to raise the extra funds required for this object by a small tax on 
merchandise loaded and discharged and passengers embarking and 
debarking in Spanish ports. A commission to review the situation 
and make recommendations would be formed, it was stated. 

According to the Gaceta de Madrid, the Government of Spain 
expended 14,915,759 pesetas ($1,740,669) in construction bounties 
during 1930. The bounties were distributed to 2 builders in Madrid, 
6 in Bilbao, 4 in Vigo, 1 in Coruna, 1 in Santander, and 1 in Gijon. 
The principal item, 9,091,388 pesetas ($1,060,965), went to the Cam
pallia Euskalduna de Construcci6n y Reparacion de Boques, Bilbao, 
lD the construction of 7 vessels. Two vessels of 2,522 gross tons . 
received 529,647 pesetas each, or 210 pesetas ($24.50) per gross ton; 
2 vessels of 6,632 gross tons received 2,639,368 pesetas each, or 398 
pesetas ($46.45) per gross ton; 2 vessels of 2,955 gross tons received 
1,175,926 pesetas each, or 398 pesetas ($46.45) per gross ton; and 1 
vessel of 2,440 gross tons received 401,502 pesetas, or 164 pesetas 
($19.15) per gross ton. 

COAL TRANSPORT BOUNTIES 

Coal transportation bounties, referred to on page 554, came into 
practice under the provisions of article 18 of the law of June 14, 
1909, which reads: 

In order to give greater efficacy to the navigation bounties and the subsidies 
to regular lines, the Government shall favor reduced rates of transportation 
by the railroads for articles of national production destined for exportation. 
It shall encourage, furthermore, by every means in its power, concerted action 
between the railroad companies and the national navigation companies • • • 
with the object of establlshing regular and efficacious transportation by land 
and sea, with special reduced freight rates, and facilitating transportation to 
the coast and the direct exportation bY' Spanish ships of the principal articles 
of national production, more especially of coal. 

To this end the Government shall present to the Cortes, within one year, 
a special project of law; meantime the exportation or distribution by the mari
time route of national coal shall receive a premium of 0.30 peseta, which is 
provisionally approved. 

A bonus of 5 pesetas per ton was authorized in December, 1921, for 
the carrying of Spanish coal and was extended by royal decree of 
October 18, 1922, to coal carried by rail from Oviedo to Santander, 
and this coal was also exempt from transportation tax. 

For these bonuses were finally substituted, in March, 1923, two 
classes of bonuses to the coal industry. One of these is a bonus of 
2.50 pesetas maximum per ton for the production of national coal, 
regardless of distribution. The other bonus is for transportation 
either along the Spanish coast, by rail or ship] or for exportation of 
national coal. The bonus for transportation oy rail is fixed at 3.25 
pesetas maximum for each ton of coal. For shipping purposes the 
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Spanish coast line is considered divided .in three sections, comprising 
the Cantabrian, Atlantic, and Mediterranean coasts, and the maxi
mum amount of these bonuses is as follows: Coastwise shipments 
from one port to another on the adjoining coasts, 3 pesetas per ton; 
coastwise shipments from one port.to another on the opposite coast, 
5.50 pesetas per ton; shipments from one port to another on the same 
coast, 2 pesetas per ton; shipments for a general exportation, 3.50 
per ton. For the purposes of the apI,>lication of these bonuses the 
whole territory of the maritime provmces is considered as within 
the littoral zone. 

The maximum amount to be conceded by the Government for coal 
bonuses may not exceed 1,250,000 pesetas per month . 

• 
SPANISH MARITIME CREDIT 

COVBRNIIENT GUARANTIES .OR LOANS 

Article 18 of the law of August 21, 1925, provides that in addition 
to the other forms of aid outlined by tl1e law the shipbuilding in
dustry may benefit by the Government's granting credits, loans, or 
advances either directly or through banks or institutes subventioned 
or privileged, as well as loans secured by ship mortgage on construc-. 
tion contracts or earned subsidies not paid. The method and pro
cedure in respect of financing was made dependent upon the report 
of the revising commission. 

The Bank of Industrial Credit was authorized to include in its 
operation shipbuilding financing based upon the bonds issued for 
support of national industries. 

Detailed information as to the proposed maritime-credit system 
is not at hand. . 

PROPOSED IlARINB PROTECTION INSTITUTE 

LAW 01' DECEKBEB 31, 1929 

The proposals in respect of further aid to shipping took form in 
the royal decree law of December 31, 1929, published in the Gaceta 
de Madrid January 3, 1930, creating the Institute for the Protection 
of the Merchant Marine (Instituto de Proteccion a la Marina Mer
cante) , the principal features of which are the reorganization of the 
general governing body which administers various protective meas
ures and the perpetuation of a special tax on paSsengers and cargo, 
the proceeds from which have been used to reimburse. shipping 
companies for losses incurred during the war from carrying certain 
commodities at low freight rates. This tax was to expire upon the 
final payments required under its provisions, but the decree law of 
January 3, 1930, perpetuates it, with the proviso that the resultant 
funds shall be used by the Government in further promotion of the 
merchant marine. 

In respect of this tax as first applied, the British Department of 
Overseas Trade report on the industries and commerce of Spain, 
March, 1924, stated: 

A tax on passengers and goods carried in Spanish and foreign bottoms has 
recently been introduced. Passengers must pay from 0.10 to 2 pesetas per 
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head and goods from 0.007 to 0.35 peseta per ton or package. The regulations 
stipulate that the tax is not to be met by an increase in the freight, but it is 
not clear how this can be avoided. With the proceeds it is intended to reim
burse the shipping companies for their losses during the war when they agreed 
to accept reduced freight rates on foodstuffs and raw material imported for 
the needs of the country. Claims amounting to 75,000,000 pesetas are outstand
ing for such services rendered, and the new tax is accordingly to be maintained 
until this sum has been liquidated, it being calculated that 15 years will be 
necessary to do this. 

Royal Decree Law No. 34 of December 31,1929, and the report of 
t.he Minister of Marine proposing the law read as follows: 

Report Of Minister of Marine 

SIB: The protection· of our merchant marine, which is more urgently de
manded each day by the most important elements of our national economy, has 
been the constant preoccupation of Your Majesty's Government, because so 
important a branch of the government as national naval construction ws" 
limited to the sum of 8,000,000 pesetas per year appropriated for that purpose, 
and that amount sufficed to pay bonuses for only about 20,000 tons annually, 
while the docks in our shipyards, having a capacity of over 100,000 tons for the 
same period of time, remained empty, and this inactivity was obviously prejudi
cial in the interest of urgently needed new tonnage for our commercial fleet. 

To remedy this evil there has been provided a final payment of the remainder 
of the sums still due for losses sustained by shipowners whose vessels were 
requisitioned during the World War at reduced rates by means of an apprC)
priation of 25,000,000 pesetas for that purpose. Whereas the final settlement 
of these claims must terminate the tax levy established in conformity with 
article 9 of the royal decree of December 18, 1923,· this tax levy would be a 
very desirable method to acquire funds for increasing the merchant marine by 
converting the impost into a .. maritime trade tax" (gravamen al trafico 
malitimo), to be essentially identical with the former impost but to be used 
for the basic purpose of promoting our merchant marine. This measure will 
prove beneficial to our national shipowners, as it will facilitate additions to 
their fleet because of the great encouragement given to national ship 
construction. 

Inasmuch as the cessation of the aforesaid impost to compensate for war 
IORses will terminate the functions of the Junta de Cancelacion de Quebrantos 
(Board for Payment of Losses) which administered it, and since the creation 
of a new junta intended essentially to increase the sum appropriated in the 
marine budget for bonuses to vessel construction would require the participation 
of the Bonus Commission which now has the important task of fixing the 
amount of the bonus to be paid for each class of vessel constructed in national 
shipyards, it appears to be more advisable for the purpose in view to combine 
both organizations into one, to be known as the .. Instituto de Proteccion a la 
Marina Mercante" (Institute for the Protection of the Merchant Marine}. This 
institute will expend the sums appropriated not only for the purposes for which 
they were acquired, but also to establish another powerful and effective means 
to protect naval construction-maritime credit. The protective mission of these 
measures is expected to be greatly enhanced with the rebate on construction 
material when the proposed tariff rates are established. 

Te:llt of Roy~ Dooree lAw No. 3.# 

ABTICLI!I 1. Under the presidency of the Minister of Marine and in the depart
ment of which he is in charge, at the General Directorate of Navigation. there 
is created the" Instituto de Proll'ccion a la Marina Ml'rcante" (Institute for 
the Protection of the Merchant Marine) whose mission shall be to perform 
the task hitherto discharged by the Junta de Cancelacion de Quebrantos 
(Board of Payment of War Losses) and the commission in clIarge of bonuses 
for navigation. The said organizations are combined to form the institute 
named, beginning with the date of the promulgation of this decree law, to 
work for the promotion and dl'velopment of the national merchant marine. 

The Instituto de Proteccion a la Marina Mercante shall be directed by a 
board (junta) to be presided over by the Minister ot Marine. Other JDembers 
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of this board shall be the Director General of Navigation, one chief of the 
Cnstoms Service. one representative of the Ministry of National Economy, an
other from the Banco de Credito Industrial, one from the Liga Maritima 
Espanola (Spanish Maritime League), two representatives of shipowners' as
sociations, two representatives of shipbuilders, the chief of the navigation sec
tion of the said General Directorate. the delegate of the aforesaid Directorate of 
Navigation, the chief of the registration and construction section of the latter 
branch, the superintendent of the subsidized lines, the present secretary of the 
Junta de Cancelacion de Quebrantos, and the legal adviser of the General 
Directorate of Navigation, who shall act as secretary of the junta. 

The following shall be the functions of the Instituto de Proteccion a la 
Marina Mercante: 

(1) To fix the bases for the awarding and distribution of bonuses for the 
construction of merchant vessels in national shipyards and bonuses for navi
gation. The computation ot the bonuses for ship construction shall be based 
on reduced prices for material used for naval construction; 

(2) To liquidate payment of claims to shipowners for losses sustained when 
their vessels were requisitioned at low rates during the World War. These 
settlements are to be final. and credit shall be extended for that purpose; 

(3) To organize a maritime credit for the purpose of enabling Spanish 
shipowners to construct their vessels in national shipyards; 

(4) To pay the subsidies granted to navigation lines, as contracted by the 
Ministry of Marine; 

(5) To take charge of all matters connected with the protection of the 
merchant marine. 

ABT. 2. The sum of 25,000,000 pesetas has been established as the appropria
tion for the final settlement of approved claims for losses sustained by ship
owners and outfitters when their vessels were requiSitioned at reduced rates 
during the World War, and now unpaid. .Beginning with December 31. 1929, 
the tax established for compensating for these losses, as provided for in article 
9 of the royal decree ot December 18, 1929, shall be revoked. 

AIrr. 3. Beginning with January 1, 1930, there is created a "maritime trade 
tax" (gravamen al trafico maritimo), which shall be levied and administered 
In the manner now established. . 

This tax is established as a provisional impost, to be included in Section II, 
table b, ot the general estimate of State revenues, among the items making 
up the s~lled renta de aduanas (customhouse revenues). 

ABT. 4. The said maritime trade tax shall be levied as follows: 
PIJS8engerl.-National coastwise vessels, 0.10 peseta per passenger; trips to or 

from the Canary Islands, 0.50 peseta per passenger; coastwise vessels operating 
from headland to headland and vessels operating on the high seas, 2 pesetas per 
passenger. 

MflrChandise.-National coastwise shipping, a tax of 0.25 peseta per ton; coast
wise vessels operating from headland to headland, a tax of 0.35 peseta per ton; 
navigation on the high seas, a tax ot 0.50 peseta per ton as to both imported 
and exported commodities. 

AIrr. 5. ThIs tax shall always be for the account of the vessel, but may not 
be used as a pretext to increase freight and passenger rates. • • • 

ART. 6. The customhouses of the Kingdom shall be entrusted with the faithful 
performance ot the provisions of this royal decree law and may refuse to clear 
vessels if it ia shown that their owners have not complied with them. 

AB'l'. 7. The budget ot the Ministry of Marine shall each year appropriate the 
present sum of 8,000,000 pesetas to pay the ship-ronstruction bonuses and 
another 8,000,000 pesetas (which may be increased to 10,000,000 pesetas) for 
navigation bonuses as established by the royal decree law of August 21, 1925, 
which sum shall be increased quarterly by the revenues derived from the mari
time trade tax, the total amount to be delivered by the Ministry of the Treasury 
to the Instituto de Proteccion a la Marina Mercante. The latter organill!ltion 
may order the amount used and distributed for the proper purpose, but the 
expenditure may never exceed the total collected during the year. The sum 
remaining each year shall be retained by the institute for loans as provided 
for under the naval credit system. These loans may amount to as much as 3 
per cent of the paid-in capital 

AB'l'. 8. The Instituto de Proteccion a la Marina Mercante shall be a full 
juridical person entitled to settle claims filed by shipowners who sustained 

85083-:-32---iJ7 
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losses because. of the requisition of their vessels, during the war, at reduced 
t'ates, witbhi the limits set by article 2 of this royal decree law, The Instituto 
ole Proteccion a la Marina Mercante may pay these claims from its available 
funds and, if necessary, may, with the previous approval of the Ministry of 
the Trealilury, make the 'becessary financial arrangements for the final liquida. 
tion of the said losses. 

From the total sum available for the payment of the bonuses there shall be 
deducted each year the. amount due for the amortization, by annual installments 
over a period of 20 years, of the loan of 25,000,000 pesetas received. 

ART. 9. The Ministry of Marine shall establish the proper regulations for the 
organization and operation of the Instituto de Prot~cion a la Marina Mercante 
and the board of the said organization shall establish adequate salaries for the 
administrative officials, from the Junta de Cancelacion de Quebrantos, who are 
appointed to assist in the operation of the institute. 

The provisions of the Royal Decree Law No. 34 of December 31, 
1929, and their enforcement were made effective under Royal Order 
No. 259, issued by the Director General of Customs for the adminis
tration and collection of the marine trade tax, March 31, 1930, and 
published in the Gaceta de Madrid of April 2, 1930. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Articles 2 to 5 of the law of August 21, 1925, limit the traffic of 
goods and passengers in national coastwise navigation in and between 
Spanish ports to vessels of Spanish registry and construction. 

It is lawful for Spanish trans-Atlantic vessels to transport cabin 
passengers and baggage in the coasting trade in the course of their 
voyages in high-seas traffic even if they do not qualify for the coast
ing trade in other respects. Foreign trans-Atlantic vessels have the 
same privilege provided they belong to a country which grants this 
privilege to Spanish vessels. Under this prOVIsion vessels of the 
following countries have been authorized to transport passengers 
and baggage in the Spanish coasting trade in the course of their 
high-seas voyages: Great Britain, February 5, 1926; Denmark, Feb
ruary 24,1926; Belgium, March 6, 1926; Germany, March 27, 1926; 
Norway, June 23,1926. Later data are not at" hand.10 

All harbor services, includin~ dredges
l 

barges, lighters, scows, and 
other harbor craft, must be ot. nationa registry and construction, 
with certain specified exceptions. 

The national coasting trade is defined to include services between 
Spanish ports of the peninsula, possessions of north and northwest 
Africa, and the Balearic and Canary Islands; and also that which is 
effected between said ports and Gibraltar and ports of Portugal and 
Morocco where Spain maintains consulates. 

Vessels engaged in the coasting trade are not eligible for naviga
tion bounties. Since March, 1923, the Government has authorized a 
special bounty on Spanish coal whether carried in the coasting or 
expor~ trade. (See p. 550): In the coasting trade the ve:'sels benefit 
·by thIS .bounty ,m ilie carrIage of coal from the Cantabnan coast to 
l:lediterraneaa ports, ranging from 2 pesetas to 5.50 pesetas per ton. 

I. Report by H. F. Bennett, of th,e o.Al~ of tb.e A,Jn,eriC8!l .conunerc;lal attacM, Madrid, 
,"tIlQe .~ • .1.1!.!lQ. . . 
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EXEMPTION FROM FISCAL CHARGES 

IYPOBT DUTIES 

Article 13 of the law of August 21, 1925, exempts vessels from im
port duties on foreign repairs when such repairs are due to force 
majeure. 

In respect of duties"on other foreign repairs no e':Xemption is granted. 
Article 472 of the general customs ordinances of Spain as of 1927 
provides that when Spanish vessels are repaired or enlarged abroad 
the master must, upon arriving at a Spanish port, specify in the 
manifests the amount of repairs or extra tonnage that the vessel has 
acquired, showing in detail the kind and weight of materials used, to 
the end that customs duties Qn these materials may M collected ac
cording to the customs tariffs. Spanish consuls are required to 
report such repairs and work on vessels to the central authorities in 
order that due notice may be available. 

Spanish vessels refitted abroad with new machinery must, where 
machinery weight is not established, pay on the basis of 28 pesetas 
per indicated horsepower, while new boilers and boiler accessories 
pay 14 pesetas per square meter of heating surface. 

TRANSPORTATION TAX 

The system of transportation tax which is employed in Spain does 
not especially favor Spanish vessels but is significant in that it forms 
a basic public-revenue principle for tax ·rates which may be, and have 
been, raised and lowered to meet current conditions. The transpor
tation tax likewise forms the principle upon which certain special 
taxes in aid of shipping and shipbuilding have been promulgated in 
Spain. 

The basic law upon which the present transportation-tax system 
rests was adopted on March 20, 1900, published in the Gaceta de 
Madrid of March 25, 1900, and amended several times since. The 
tax is in effect a Government duty collected upon passengers and 
goods entering or leaving Spain through ports and frontiers, and is 
applied to shipping according to the trade in which the ship is em
ployed, such as coastal and foreign, and to classes of passengers. So 
far as it affects a vessel it is an additional tax which is collected from 
the vessel on the basis of number of passengers or amount of cargo 
carried. Certain modifications exist in respect of special conditions. 

The 1929 revision of the transportation tax ranges from 3 pesetas 
in the minimum coastal zone to 35 pesetas for passengers traveling 
.under de luxe high-sea zone classification, and from 0.50 to 5 pesetas 
for third-class passengers in the same zones. In 1922 the taxes were 
300 and 20 'pesetas respectively for de luxe and third-class passengers 
in the maXImum classifications of these zones. The 1929 cargo taxes 
range ~rom 0.30 to 100 pesetas per ton (automobiles and bullion), 
depending upon the trade and the class of cargo. The tax is col
lectible on both loading and discharging, but in different degrees, 
and upon embarkation and debarkation of passengers. '.fourist ves
sels and special cruises are exempt from tonnage and transportation 
taxes. . 
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Temporary transportation. talD of 1896 

Section 1 of the transportation tax law of March 20, 1900, abol
ished a law of August 30, 1896, designed especially to develop the 
Spanish Navy. This temporary measure provided for a transpor
tation tax for a 15-year period on both passengers and cargo, out
ward and inward, over Spanish frontiers and thcough Spanish ports. 
Passenger-tax rates ranged from 0.50 to 10 pesetas. The cargo rates 
varied according to class. The law was administered by an admin
istration and vigilance board under the chairmanship of the vice 
admiral of the fleet. Section 9 of the law provided: 

From the total proceeds of this tax for the entire period of its duration, 
the Government will dedicate a minimum amount of BO,OOO,OOO pesetas 
($15,440,000 at pre-war par) to the com;truction of steamers, and cannon, 
equipment, machinery, etc., for same, at the national yards and factories, and 
will supply the material that is imported for this construction. If the material 
is manufactUl'ed in Spain, the Government will pay the duties established on 
such material in accordance with customs tari1Is, without having the right to 
the exemptions now in effect. The same use will be made of the remaining 
proceeds of this tax that are not invested in: the construction or purchase of 
steamers (war vessels), also of such proceeds as for public convenience may be 
realized by the Government in foreign ports. 

PREFERENTIAL RAILWAY RATES 

A report by the president of the general board of railway di
rectors published in the Gaceta de Madrid March 1, 1928, refers to 
combination rates between. Spanish railways and navigation com
panies as contained in groups 500 to 529 of railway rates, but no 
details are given. There is cooperation between the railways and 
the Trasatlantica Co. in the way of special sleeping-car services and 
boat trains from Madrid to Cadiz for passengers to connect with 
sailings for Argentina and 'Brazil. 



SWEDEN 
ECONOMIC DEVELOPMENT AND SHIPPING 

On an area of 173,000 square miles, Sweden supports a population 
of~,OOO,OOO.In 1870, 72 per. cent of the po~ul~tion was engag~ in 
agrIculture, forestry, and fishIng, 14 per cent In Industry and nulling, 
and 5 per cent in trade and transport. By 1900 theselroportions 
had changed to 55 per cent for agriculture, forestry, an fishing, 28 
per cent for industry and mining, and 10 per cent for trade and 
transport, and by 1920 the proportions were 44, 35, and 15 per cent, 
respectively.1 . 

The industrial expansion of the kingdom rests principally upon 
mineral and metal production and the lumber, wood-pulp, and wood
products industries, in which striking development has taken place. 
The foreign trade, with the exception of the overland trade with 
NorWay and Finland, must be carried by water. In 1927 exports 
were 20,000,000 tons, with imports of 10,000,000 tons; in 1928 exports 
15,000,000 tons and imports 9,500,000 tons; in 1929 exports 22,000,000 
tons and imports 11,000,000 tons. 

The Swedish commercial fleet is about one-half the size of the com
mercial fleet of Norway (1,700,000 gross tons, compared w.ith 4,000,-
000 gross tons) and derives its revenues more nearly in the direct 
national trade, based upon Swedish foreign trade. Thus, while Nor
wegian vessels earn some 25 per cent of their annual freights on time 
charters, the Swedish merchant marine earns less than 6 per cent of 
its annual freight revenues in this manner. On the other harrd, the 
Swedish shipbuilding industry is rapidly rising to a high place in the. 
world scale of ship production. Swedish industria1.expansion is the 
result of natural advantages, and Swedish shipping takes its proper 
place in the national economic life largely as a service to national 
industrial progress. 

THE. SWEDI~H COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

The Swedish fleet has grown slowly-from a total of 804,346 gross 
tons in 1905 to 1,510,125 gross toils in 1929, according to Lloyd's 
Register figures, which take into account only vessels of 100 gross 
tons and above, or from 941,450 gross tons to 1,649,707 gross tons for 
these same years, according to Swedish official figures, which cover 
vessels of 20 tons net and above. On July 1, 1931, Lloyd's Register 
credited Sweden with 1,704,669 gross tons of commercial shipping. 

The net change in the tonnage for the years since 1914 does not 
indicate the same ratio of motor-ship development as does that of 

1 The Sweden Yearbook, 1928, p. 81. 
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Norway (seep. 378), although in 1924 and 1928 motor vessels took 
large leads due to the addition of the Gripsholm and the Kungsholm, 
the new Swedish America Line motor ships of 17,000 and 20,000 
gross tons. Table 134 presents the net changes in gross tonnage for 
the period 1913 to 1931 : 

TABLE 134.--GIIOWTH OJ' THE SWEDISH COMMEBOIAL FLEET 

Year I 

1913 ________________________________________ _ 
1914 ________________________________________ _ 
1915 ________________________________________ _ 
1916 ________________________________________ _ 
1917 ________________________________________ _ 
1918 ________________________________________ _ 
1919 ________________________________________ _ 
1920 ________________________________________ _ 
1921. _______________________________________ _ 
1922 ________________________________________ _ 
1923 ______________ : _________________________ _ 
1924 ________________________________________ _ 
1925 ________________________________________ _ 
1925 ________________________________________ _ 
1927 ________________________________________ _ 
1928 ____________________________________ • ___ _ 
1929 ________________________________________ _ 
1930 ________________________________________ _ 
1931 ________________________________________ _ 

Total commercial fleet 

Lloyd's 
Register 
figures I 

Swedish 
official 

figures I 

Groo. 10m Groo. 10m 
1,047,270 1,204,005 
1,118, 086 1,247,745 
I, 122, 883 I, 146,449 
1,025,020 - 1,109,329 

(.) 1,057,704 
(.) 1,035,656 

992, 611 1,086, 459 
1, 072, 925 I, 166, 559 
I, 160, 211 I, 128, 153 
I, 115, 375 I, 241, 944 
1,207,727 1,310,838 
I, 254, 550 I, 342, 389 
I, 301, 126 I, 417, 340 
I, 338, 089 I, 440, 468 
1,365,390 1,477,692 
1,447,470 1,571,569 
1,510, 125 1,649,707 
1,623,938 (.) 
1,704, 669 (.) 

Net change, increase (+) or 
decrease (-) 

Total Steam and Sailing 
change • v: • vessels • 

Gro •• lom 
(.) 

+43,740 
-101,296 
-37,120 
-51,625 
-22,048 
+50,803 
+80,100 
-38,406 

+113,791 
+68,894 
+31,551 
+74,951 
+23,128 
+37,224 
+93,877 
+78, 138 

(.) 
(.) 

GrOl.'om 
(.) 

+43,400 
-84,800 
-29,749 
-43,392 
-17,398 
+52,328 
+73.906 
-34, 964 

+109,200 
+79,007 
+44,011 
+88,987 
+29,746 
+43,560 
+98,815 
+80, 701 

(.) 
(.) 

Groo. tom 
(.) 

+340 
-16,496 
-7,371 
~8,233 

-4,650 
-1,525 
+6,194 
-3,442 
+4, 591 

-"10, 140 
-12,466 
-14,003 
-6,618 
-6,336 
-4,938 
-2,563 
(I) 
(.) 

I Data are as of July 1 for Lloyd's and as of Dec, 31 for Swedi.h nffl~ia1 figures, 
I Vessels of 100 gross tons and upwards. 
• Vessels of 20 tons net and upwards_ 
• Not available. 

OWNERSHIP AND EARNINGS 

The capital value of the Swedish commercial fleet has risen from 
194.000,000 kronor ($52,000,000)2 in 1913 to ~pproximately 454,~ 
000,000 kronor ($121,700,000) in 1929, ];lased upon the insurance 
valuation of the tonnage.s 

In 1929 ownership of the fleet was distributed as follows: 80,010 
gross tons to the State, individuals, business firms, and communities; 
1,307,742 gross tons to share companies; 171,502 gross tons to other 
types of corporations; and 87,327 gross tons to partnerships! 

The total gross revenues of SwedIsh shipping for 1920 to 1929 and, 
for comparison, those of 1913 are presented in Table 135 below . 

• Except In Tables 135 and 138 the par rate of $0.268 has been used throughout this 
8e('tlou In converting kronor to dollars. Swedish exchange (yearly average) has varied 
less than 1 pE'r cent (rom par since 1923. 

• Sweden's Official Statistics: Shipping (Sjiifart), 1929, p. 26. 
• Idem, p. 15. 
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TABLI!: 135.-GB.088 REVENUES OJ!' SWEDISH COJ'{MERCIAL FLEI!7l', 1913 AND 1920-1929 

Earnings Freight 

Year Equivalent 
Total in United Foreign Domestic Foreign Domestic Ststes 

currency' 

Kronor Kronor Kronor Kr07lor Kronor 1913 __________________ 
161,927,000 $43, 396, 000 138, 741, 000 23,186,000 124, 460, 000 17,372,000 1920 __________________ 
695. 969, 000 122,114, 000 621, 147,000 74,822,000 482, 916, 000 61,413,000-1921 __________________ 
253, 155, 000 67,061,000 204, 784, 000 48,371,000 182, 707, 000 36,295,000 1922 __________________ 
228, 862, 000 69,893,000 188. 222, 000 40,640,000 171, 788, 000 31,790,000 1923 __________________ 
248,520,000 65,982,000 205,542,000 42,978,000 185, 196,000 34,469,000 1924 __________________ 
246, 300, 000 65,319,000 204, 596, 000 41,704,000 186, 846, 000 33,294,000 1925 __________________ 
257, 784, 000 69,215,000 214,346,000 43,438,000 194,726,000 35,300,000 1926 __________________ 
287, OSI, 000 76,823,000 244, 426, 000 42,655,000 218,365,000 35,055,000 1927 __________________ 
306, 835, 000 82,262,000 264, 369, 000 42,466,000 234, 817, 000 35,130,000 1926 __________________ 
306, 099, 000 82,035,000 284, 250, 000 41,849,000 230, 332, 000 34,938,000 1929 __________________ 
339,010,000 90,787,000 296, 597, 000 42,413,000 259, 241, 000 35,521,000 

Passenger Mail Time charter 

Year 
Foreign Domestic Foreign Domestic Foreign Domestic 

KrMlor KrMlOT Kronor KTOfIDr Kronor KTMlor 1913 __________________ 
1,487,000 5,673,000 288, 000 141, 000 12,506,000 -----i42:iiiiii 1920 __________________ 

17,555,000 12,795,000 515,000 472,000 20,161,000 1921. _________________ 
16,690,000 11,363,000 432,000 300,000 4,955,000 413,000 1922 __________________ 
13,347,000 8,507,000 383,000 191,000 2,724,000 152,000 1923 ___________ , ______ 16,438,000 7,946,000 316,000 177, (JOO 3,592,000 386,000 1924 __________________ 
11,362,000 7,803,000 109,000 168,000 6,479,000 439,000 1925 __________________ 
14, 134, 000 7,877,000 339,000 163,000 5,147,000 98,000 1926 __________________ 
19,229,000 7,352,000 375,000 175,000 6,457,000 73,000 1927 __________________ 
19,701,000 7,003,000 360,000 172,000 9,491,000 71,000 1928 __________________ 
20, 608, 000 6,626,000 348,000 169,000- 13, 062, 000 116,000 1929 __________________ 
21,741,000 6,574, 000 626,000 168,000 14,989,000 150,000 

I Converted at par ($0.268) lor 1913 and at $0.2049 for 1920, $0.2254 for 1921, $0.2617 lor lIi22, $0.2655 for 1923, 
0.2652 lor 1924, $0.2665 lor 1925, $0.2676 lor 1926, $0.2681 for 1927, $0.268 for 1926, and $0.2878 for 1929. 

Sonrces: Ststistical Yearbook 01 Sweden, 1930; Sweden's Official Ststistics, Shipping (Sjofart), 1929. 

The coasting trade of Sweden does not have the same significance 
for the nation as does that of Norway. Baltic harbors are frozen 
for many months of.the year, and the northern Swedish communities 
are not dependent upon shipping as the sole means of transporta
tion, two trunk rail lines penetrating that section. The I\arnings 
of the shipping industry in the domestic trades, however, are con
siderable; as the table above shows, domestic shipping earned in 
round figures 42,000,000 kronor (say, $11,000,000) annually during 
1927, 1928, and 1929. Approximately one-seventh of the freight 
earnings of the Swedish merchant marine and more than one-fourth 
of the passenger revenues were earned in the domestic trade during 
the 5-year period ending 1929. 

EMPLOYMENT OF THE FLEET 

Since 1905 the .swedish commercial fleet has required a personnel 
averaging nearly 23,000, and for 1929 the number was 24,400.5 

Calculated on the basis of net tonnage, the employment of the 
Swedish fleet as between the international and domestic trades has 
been as set out in Table 136. 

• Sweden's 01llclal Statistics (Sjilfal-t), 1929. 



560 SHIPPING AND SHIPBUILDING SUBSIDIES 

TABLI!: 136.-EJolPLOYJolENT or SWIIDI8H CoJolJolEBCIAL 'FLEI!lT, 1913-1929 

Year 

International trade (direct 
and indirect) Domestic trade 

SIeam Motor SaDing Steam Motor Bailing 
vessels ships vessels vessels ships vessels 

Oro •• ,..... Or08. ,..... Gr088 ,..... Or08. t .... Or088 ,..... Or088 t .... 
1913 _______________________________________ 1934,688 (I) 148,131 '78,350 II) 23,339 
1914 _______________________________________ 1974, 947 (') 146,379 176,342 (I) 22, 339 
191L _____________________________________ 1876, 230 (I) 117,037 175, 167 (') 21,338 
1916 _______________________________________ 1847,911 (') 117,972 176,896 II) 19.644 

- 1917 _______________________________________ 1766, 140 II) 99,179 1103,623 (') 22, 623 
1918 _______________________________________ '765,830 (I) 103,614 181,632 (') 23,062 
1919 _______________________________________ 1838,128 (I) 108, 016 180,394 (I) 20, 926 
1920 _______________________________________ 1921,724 (I) 111,042 1 n,692 (I) 27,692 
1921.______________________________________ 704, 036 102, 669 • 21,996 67.623 7,609 19,665 
1922 _______________________________________ • 676, 692 • 117,237 • 87,822 • 46, 691 • 6, 029 • 20, 894 
1923 _______________________________________ • 623, 954 • 131,005 '81,9M • 46, 217 • 6, 440 • 21,084 
1924 _______________________________________ • 845,467 '142, 209 • 70,838 • 46,601 • 7.049 • 21,914 
1926_______________________________________ 910. 572 286, 059 74, 883 78, 447 10. 033 25, 307 
1926_______________________________________ 939,014 290,484 71, 2M 74, 437 9,736 23, 939 
1927_______________________________________ 960, 184 297,298 70. 224 82, 696 12, 149 20, 296 
1928 _____ , _________________________________ 1,002,582 368, 649 68, 487 75, 529 11,491 18, 796 
1929 _______________________________________ 11, Mo, 747 408, 342 66, 272 72, 958 11, 178 19, 250 

1 Inclndes motor ships . 
• Included with steam vessels. 
'lncludes vessels with IUUUiary power only. 
• Net toOl. 
Sowce: Sweden's Officlal Statistics, Navigation Annual Reporls. 

DEVELOPMENT OF SWEDISH SHIPBUILDING 

Sweden is well supplied with raw material for steel and wood 
products and has abundant water power. Lack of coal prevents, as 
yet! quantity production of iron and steel for shipbuilding purposes, 
whIch must be imported. Very high quality steel for tools and ma
chinery is manufactured by the charcoal process; and if a method is 
found for economical production of steel by electric power a. new 
development in Swedish shipbuilding may be expected. 

Swedish engineers and workmen have the specialized technical 
equipment necessary, while wages are among the highest in Europe. 
Absence of labor troubles has aided the Swedish shipyards in ful
filling their obligations in regard to work and delivery. 

The Statistical Yearbook for Sweden gives 86,091,000 kronor 
($23,072,000) as the value of the shipbuilding industry in 1928. 

LAUNCHINGS.IN RECENT YEARS 

The substantial progress of the Swedish shipbuilding industry 
during recent years has raised it to rank nearly with that of Den
mark. During the decade 'ending with 1930 Danish shipyards 
launched 836,523 gross tons, Norwegian yards 245,017 gross tons, 
and the Swedish yards 667,846 gross tons. Lloyd's Register gives 
Sweden seventh place among shipbuilding nations in launchings for 
1930 and 1929; in 1928 it had ranked sixth, in 1927 seventh, in 1926 
eighth, in 1925 ninth. 
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Launchings at Swedish shipyards in recent years have been: 

TADLIII137.-LAUNOHINGS IN SwmISH SHIPYAJWS, 1913 AND 1920-1930 

1913. ______________________ _ 
1920 _______________________ _ 
Il1'll _______________________ _ 
11122 _______________________ _ 
11123 _______________________ _ 
1924 _______________________ _ 

vesseJs launched 
y .... 

Number Gross tons 

25 
46 
'0 
14 
10. 
12 

18, S24 1925 ________________________ _ 
63, 823 1926 _________ ~ ______________ _ 
65, 911 19'0 ________________________ _ 
30,038 1928. ______________________ _ 
~ 118 11129 ________________________ _ 
31,211 193(L ______________________ _ 

Source: Lloyd's Annual Summary, 1930. 

vesseJs launched 

Number Gross tons 

17 
14 
18 
20 
29 
31 

53, 750 
53, 518 
67,361 

106, 912 
107,246 
131,781 

It is an interesting fact that the toimage of ships launched during 
1930 equaled the combined total of the years 1901 to 1913. 

The industry is largely concentrated in three of the 26 shipyards 
of Sweden-the GOtaverken and the Eriksbergs of Goteborg and 
Kockums of Malmo. For the last 25 years additions to the Swedish 
Navy have been built by domestic yards. Repair work has been 
fairly constant; 

DOMINATION OF THE Il00'0B SHIP 

In reviewing the Swedish industry for 1928 Vice Consul Benjamin 
M. Hulley stated that the outstanding features were increased concen
tration on motor ships, specialization in motor tankers, large deliv
eries to foreign firms, manufacture of marine engines,.a. strong 

. competitive ability against foreign yards, and a. steady influx of new 
orders to maintain a large balance of unfilled orders on hand. A new 
development was a. marked increase in the size of. motor tankers 
constructed. To these factors may be added the sound basic indus
trial conditions in Sweden, the absence of labor difficulties in ship
building and related industries, the high technical equipment of 
Swedish engineers, workmen, and shipyards, and the possession or 
proximity of requisite materials. 

Vice Consul Hulley's report continued: 
Of the ships launched in 1928, 15, of 103,631 tons, or 97 per cent of the total 

tonnage, were motor ships. In 1927 motor ships numbered 13, of 61,989 tons, 
or 92 per cent of the total launchings. 

Tankers comprised 77 per cent of the motor ships launched in 1928, or 10 
ships of 79,941 gross tons, a greater output than the total ships built in Sweden 
in any previous-year. The three largest yards have specialized in motor tank
ers for the past few years, have produced them in successful competition with 
foreign yards, and although demand for new ~ers is falling off, there are 
many orders still on hand for this type of ship. 

A fundantental factor in the present 1l0urishing condition of Swedish ship
building is the production of marine engines in the principal shipyards; the 
three yards which built 94 per cent of the new tonnage built also the machinery 
for the ships. In addition the Gotaverken supplied machinery for the Fermia 
lind auxiliary machinery for the KU"'flBholm, while Atlas-Diesel of Stockholm 
(which does not build ships) has supplied a number of Diesel engines to 
British yards. At the close of 1928, 103 marine engines of 90,225 horsepower 
were under construction in Swedell, a gain of about 30 per cent during the year. 
In number of engines under construction Sweden was exceeded only by Great 
Britain, while in horsepower of engines building Sweden ranked sixth, having 
outstripped the United States. 
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SWEDEN'S FOREIGN TRADE BALANCE IN SHIPS 

Purchases of ships from abroad by Swedish owners are in most cases 
old tonnage for tramp services. Among ships built abroad during 
1928 were the motor liner K11Ing8hohn of 20,223 tons, built by Blohm 
& Voss at Hamburg, no Swedish yard having facilities for ships of 
this size, and a cargo and passenger steamer Gondul of 1,322 gross 
tons built at Helsingor, Denmark, as one of a series of modern steam
ers for the export of agricultural produce from south Sweden to 
England. . 

TABLE 138.-SWEDEN'S EXPORTS AND IMPORTS 01' VESSEL TONNAGES 1913 AND 
1920-1929 

Value of ships ezported Value of ships imported 

Year 

1913 ___________________________________________ _ 
1920 ___________________________________________ _ 
1921 ___________________________________________ _ 
1922 ___________________________________________ _ 
1923 ___________________________________________ _ 
1924 __________________________________________ •• 
1925 ___________________________________________ _ 
1926 ___________________________________________ _ 
1927 ___________________________________________ _ 
1928 ______ : ____________________________________ _ 
1929 ___________________________________________ _ 

Kronor 

941,333 
11.343,473 
24, 711,059 
6, 768, 900 

797,594 
7,198,989 
2, 253, 570 

13, 610, 161 
21,594, 328 
23, 058, 870 
26,210,659 

Equivalent 
in United 
States cur-

rency' 

$252,'Zl'l 
2, 324, 278 
6, 669, 873 
1,509,721 

211, 762 
1,909,172 

605, 083 
3,615,319 
S. 789,439 
6, 179, 777 
6, 751, 333 

Kronor 

8, 139, 024 
66, 775, 408 
20, 796, 191 
12, 367,663 
6, 951, 605 

10,399,465 
21,368,490 

7,766,561 
8, 4119, 396 

26, 'Zl'l, 621 
17,863. 106 

Equivalent 
In United 
States cur-

rencyJ 

S2, 181, 258 
13, 682, 281 
4, 687, 461 
3, 236, 619 
1,845, 651 
2, 757, 935 
5, 737, 440 
2, 078, 332 
2, 278, 688 
6, 774, 376 
4, 783, 740 

I Converted at the par rate of $0.268 for 1913 and at the average annual rate of e>:change for the I8maining 
rears. 

Source: Statistical Yearbook or Sweden. 

In recent years Norway has been the chief foreign customer of 
Swedish shipyards. 

A strong trend toward a favorable balance in ship sales and pur
chases appears since 1926. It should be remembered, however, that 
in 1925 the Grips/wlm and in 1928 the Kungsholm were brought 
from abroad at a cost of four to five million dollars each. 

POSTAL CONTRACT SERVICES 

In 1914 Sweden was payin~ 560,000 kronor ($150.080) for its 
oversea connections under tne national fiag-210,000 kronor 
($56,280) to the East Asiatic line, 150,000 kronor ($40,200) to the 
New York line, 100,000 kronor ($26,800) to the South American line, 
and 100,000 kronor ($26,800) to the Australian line. In return the 
lines were to carry the Swedish mails free to the continents served, 
if reguested by the Swedish post office, the amount to the East 
AsiatIc Co. bemg desic:rned to refund in part its Suez Canal tolls. 
These contracts expired durin~ the war and have not been renewed. 
They were never to be regarded as mail subsidies in the ordinary 
sense; Swedish oversea mails usually were not and are not sent in 
that way. 

The oversea mails of Sweden, as of Norway, are as a rule sent to 
Frederikshavn, Denmark, thence by rail through to the channel 
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ports, where they are put on the fastest trans-Atlantic liners for the 
Americas; or to Mediterranean ports, to take the fastest liners for 
Asia and Australia. Generally speaking, the European oversea 
mail system contemplates the use of the continental railways as far 
as possible and connections at the terminals with the fastest vessels 
in order to expedite the mails. 

Sweden no longer maintains subsidized liner services. An account 
of the pre-war system is therefore a matter of historic interest only. 
The following discussion is based on material contained in Govern
ment Aid to Merchant Shipping.6 

PRE-WAR SUBSIDY SYSTEM 

Prior to 1906 practically the only direct governmental aid ex
tended to Swedish shipping was in the form of payments for trans
portation of mail. These payments were lar~ely, if not entirely, 
compensation for a definite transportation serVIce and were made to 
foreign as well as to Swedish shipowners. However, a few mail 
contracts in existence before 1906 might be considered as granting 
a certain degree of subvention.7 

One of these was with the Gothland Steamboat Co. and provided 
for a line of steamers between the island of Gothland and the main
land of Sweden for a period of five years, beginning with the autumn 
of 1896. This contract called for a semiweekly passenger, freight, 
and mail service between Wisby and Stockholm, between Wisby and 
Vastervik, and between Wisby and Norrkoping. For every round 
trip engaged in the carriage of mails on the Wisby-Stockholm route 
a payment of 700 kronor ($188) was made, 500 kronor ($134) from 
the post-office fund and 200 kronor ($54) from the commercial and 
shipping fund; while for each round trip on the other two routes 
a payment of 500 kronor ($134) was made by the Post Office 
Department. 

Another cQ.1ltract was entered into on September 12, 1896, between 
the General Post Office and the Swedish & Continental Shipowners 
Co. This contract, which came into operation on May 1, 1897, for 
a period of 10 years, called for the maintenance of a 'daily mail 
service between Tralleborg, Sweden, and Sassnitz, Germany. The 
Swedish Government was to pay the cost of one-half of the required 
number of trips, or 100,000 kronor ($26,800), annually, while the 
German Government was to pay the balance. This contract was 
modified December 3, 1899, and March 3, 1899, when a yearlY'sub
vention of 225,000 kronor ($60,300) was provided. 

Following 1909 the traffic between Tralleborg and Sassnitz moved 
largely in car ferries, by which method trains could be run through 
without change from Berlin to Stockholm, thus saving much time 
and making the use of steamships for this purpQSe unnecessary. . 

Another contract was entered into under an agreement between 
Sweden and Russia on May 4 (16),1895. This convention provided 

• Jonea, Grosvenor M.: Government Aid to Merchant Shipping, 1923, ed., pp. 119-121 
and 889; Issued a. Special Agent. Series No. 119 by the Bureau of Foreign and Domestic 
Commerce, Department of Commerce, Washington. 

• Great Britain, Foreign Olllce: Further Report. on Bounties on the Construction and 
Bnnnlng of Ship., etc., Commercial No.2 (1898), p. 110. 
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for the carrying of mails between Sweden and Finland during the 
winter months. The service was to be established and kept up by 
the Finnish Postal Department, but the expense was to be borne 
equally by the postal departments of the two countries. The Swedish 
share was placed at the maximum of 10,000 Finnish markkaa 
($1,930), with the proviso that if the number of postal trips in both 
directions should be less than 26 in any winter the contribution of 
Sweden should be made on the basis of not more than 400 markkaa 
($77) each round trip. 

NAVIGATION BOUNTIES 

From 1886 to 1891 the Swedish Government paid an annual sub
sidy of 25,000 kronor ($6,700) to the Vestervik-Libau Steamship Co. 
for the maintenance of regular service between Sweden and Russia. 

Since 1906 contracts were entered into by the Swedish Government 
with the North Star Steamship Co. (Rederiaktiebolaget Nordstjer
nan), Swedish East Asiatic Co. (Svenska Ostasiatiska Kompaniet), 
Svea Steamboat Co. of Stockholm (Stockholms Rederiaktiebolaget 
Svea), Swedish America-Mexico Line (Aktiebolaget Svenska 
Amerika-Mexiko Linien), and the Trans-Atlantic Steamship Co. 

The agreement with the North Star Steamship Co., approved by 
the law of 1906, called for the maintenance of a regular steamship 
line between Sweden and Argentina, Uruguay, and Brazil, with free 

. carriage of mails. This 5-year contract called for a total grant of 
510,000 kronor ($136,680), payable at the rate of 102,000 kronor 
($27,340) per year. By an order' in council in 1908 an extra allow
ance of 145,000 kronor ($38,860) was granted for the period 1908-
1910, and in 1910 a law was passed providing for the payment of 
a total annual subsidy of 110,000 kronor ($29,480) during the years 
1911 to 1915. 

An order in council of December, 1907, authorized a subsidy not 
to exceed 370,000 kronor ($99,160) per ~ear for five years to the 
Swedish East Asiatic Co. (Svenska OstaSlatiska Kompaniet). This 
company was to maintain Jointly with the Danish East Asiatic Co. 
a regular steamship service between Sweden and Denmark and the 
East and was to carry mails free of charge. The bounty was in
tended to reimburse the company for Suez Canal fees. 

The grant made to the Swedish East Asiatic Co. was reduced con
siderably upon the expiration of its original convention. A law of 
1911, which prolonged for five years the agreement between theSwed
ish Government and the Swedish· East Asiatic Co., provided that 
in the years 1913 to 1915 the Government would reimburse the com
pany tQ the extent of 60 per cent of the Suez Canal dues and fees 
actually paid; for 1916, 55 pel' cent; and for 1917, 50 per cent. In 
no case, however, was the grant to exceed 300,000 kronor ($80,400) 
in the years 1913, 1914, and 1915, 275,000 kronor ($73,700) in 1916, 
or 250,000 kronor ($67,000) in 1917. 

The Svea Steamboat Co., of Stockholm (Stockholms Rederiaktie
bolaget Svea), operated a regular line of steamships between Stock
holm and Riga under a subsidy granted by an order in council of 
October, 1908. This subsidy was to run for five years at the rate 
of 60,000 kronor ($16,080) for the first two years, 55,000 kronor 
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($14,740) for the third year, and 50,000 kronor ($13,400) for the 
fourth and, fifth years. The company was bound to carry mails if 
the Swedish postal authorities so required. , 

In 1912 a new line to the United States was established under an 
agreement with the Swedish America-Mexico Line (Aktiebolaget 
Svenska Amerika-Mexiko Linien) to operate a cargo and passenger 
service between Goteborg and New York for a period of five years. 
The subsidy granted was 100,000 kroner ($26,800) per year. 

In 1913 a service between Sweden and Australia was established 
by the Trans-Atlantic Steamship Co. under an agreement with the 
Swedish Government that called for an annual subsidy of 100,000 
kronor ($26,800). . 

• BUDGET PROVISIONS FOR BOUNTIES 

The principal subsidies provided in the budgets of Sweden for the 
years 1907 to 1917 are indicated in Table 139. 

TABLJ!l 139.-PmNOIPAL SWEDISH BUDGET PROVISIONS FOB SUBSIDIZED SHIPPING 
SERVICES, 1907-1917 

Budget year 
Kronor 

North St!,,"' Swedish I Trans:At-
Swedish' SteamshIP East Asiatic lantIc 
America- Co. (Sweden Co (Sweden' Steamship 

in United Line, twa and Asia) to Austr .... 
St:..~cy "'f- kronor ~r:::f' kronor ~J;,.. 

Tote! appropriation 

Equivalent Mexico ~ Argen- to'Eastern Ico.(sweden 

-----------------~------·I------I 
$64,320 ____________ 240,000 __________ ..1 ___________ _ 1907 __________________________ _ 

1908 __ • _______________________ _ 
1909 __________________________ _ 
1910 __________________________ _ 

1911 ______ ---------------------1912 __________________________ _ 
1913 _________ . ________________ _ 
1914 _____________________ . ____ _ 

~:l:::::::}:::::::::::::::::::: 1917 ______________ • ___________ _ 

240,000 
560.000· 

• 580,000 
485,000 
480,000 
380,000 
56Q, 000 
560,000 
640,000 
190,000 
165,000 

150,080 ____________ 90,000 470,000 1 ___________ _ 
155,440 ------------ 90,000 370,000 1 ___________ _ 129,980 ____________ • 90, 000 370,000 ___________ _ 
128,640 ____________ 110,000 370,000 _~----------
101,640 ____________ 110,000 270,000 ____ c ______ _ 
150,080 150,000 100,000 210,000 I 100,000 
150,080 150, 000 100, 000 210, 000 100, 000 

I~::J ____ ~~~~ ______ ~~~_ ~~g: ggg _____ ~~~~ 
44, 220 ____________ ____________ 165,000 ; ___________ _ 

I CODverted at the par rate of $0.268 to the krona. 
• Budget included an additional 120,000 kronor for extra services to be maintained by unnamed operator, 

b~tJ'::'::~~~~~~ ~~~ ::.,~~~~~I:~~~~/.:.~~'i"Services. 

SWEDISH MARITIME CREDIT 

GOVERNMENT LOAN' FUND 

Sweden was one of the first nations to establish the principle of a 
revolving Government loan fund in aid of shipping and shipbuilding. 
The material for the following discussion of the subject was supplied 
by Vice Consul Benjamin M. Hulley in a report of November 16, 
1927: ' 

In conformity with· its general policy of granting' assistance to 
various industries, the Swedish Government in 1903 established the 
present policy of assisting Swedish shipping by Gov~rnment loans. 
An act of Parliament of December 18, 1903, established a loan fund 
of 5,000,000 kronor ($1,340,000) for Swedish shipping, and outlined 
the policy and condItions of ~ranting loans which in the main are 
lStill effective. The fund was Increased by 5,000,000 krollor in 1905, 
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by another 5,000,000 kronor in 1907, by 2,000,000 kronor in 1911, and 
by 3,000,000 kronor in 1924. From 1911 to 1924 the' fund was un
changed at 17,00,000 kronor, and the small increase in 1924 brought 
it up to the present total of 20,000,000 kronor. 

On October 5,1927, the Swedish Board of Trade (Kommerskolle
gium) presented to the Crown a request for an increase of 8,000,000 
kronor in the Swedish Government shipping loan fund, or from 20,
UOO,OOO to 28,000,000 kronor (from $5,360,000 to $7,504,000). The re
quest was'supported by statistics on the growth and use of the ship
ping fund in Sweden, on the age, composition, and financial difficul
ties of the present merchant marine, and costs of shipbuilding as 
compared with the period prior to the war. 

The law of 1903 provided that the loan fund should be used chiefly 
for promoting Swedish shipping in. foreign ports and particularly 
in far-distant waters. Domestic shipping should be given support 
from the fund only in exceptional cases. If loans are sought for 
"hipbuilding, preference should be given to applicants who will build 
in Swedish shipyards, other conditIOns being the same. 

CONDITIONS UNDER WHICH LOANS ARI!l GRANTED 

Rules for granting loans were laid down in the law of 1903 and 
amended in some details in a law of April 26, 1912. As amended 
these regulations require that written application for loans give the 
following information: (1) Amount of loan desired; (2) complete 
uescription of the kind and extent of shipping business of the appli
cant as at present and as proposed for the future; (3) use to which 
loan will be applied, and, if this includes the acquisition of a new 
ship, where and by whom the ship is to be built and its size, class, and 
proposed use; (4) names and registered numbers of ships employed 
by the applicant; (5) certificates of capable and disinterested per
sons giving the estimated value of each ship of the company; (6) 
satisfactory certificate of the seaworthiness of each; (7) if the appli
cant is a corporation, there must be submitted the charter of organi
zation, certificate of its re~istration, and a guaranty that the request 
has been made with due authority. 

Application is made to the King', and the size of the loan is fixed 
by him after approval of the application by the Board of Trade, 
which will give particular attention to requests for loans to assist in 
building ShIPS in Sweden and will make whatever conditions may be 
required to insure the proper use of the loan. The Paymaster Gen
eral (Statskontoret) will advance the loan upon deposit of approved 
security for its repayment. The ri~ht of a loan is forfeited if ac
ceptable security is not presented within two months. 

fhe annual interest on such loans is 4 per cent, computed from 
the date of the loan. Two years after the loan, repayments beg'in 
at the rate of one-sixth of the totl11 per year for six years, so that 
the total will be repaid in eight years. If payment is not made 
within eight days after due date, interest is imposed from due date 
at 6 per cent on the amount in default. If the securities presented 
are found durin~ the loan period to have become unsatIsfactory, 
approved securitIes must be presented within two months. 
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The shipping company must annually certify to the Board of 
Trade that the shipping activity for which the loan was granted is 
being continued, and to what extent. If a ship has boon used for 
security, an annual certificate of its seaworthiness must also be 
presented. If the shipping. company to which a loan has been 
granted ceases operations before repayment, any part of the loan not 
used will be immediately repayable; or if such company reduces 
its operations, the Board of Trade will report the facts to the King, 
who will decide whether and in what way the loan shall be immedi-
ately repaid. . 

Under a law of May 7, 1915, applications for loans must be pre
sented before June 30 and December 31 each year, and following 
those dates decisions are made on all pending applications. 

INADEQUACY OF FUND TO MFJEl'l' DEMANDS 

In practice the method of repayment makes about 3,380,000 kronor 
($905,840) available each year for new loans. The inadequacy of 
this sum to meet demands for loans is clear from the following 
table, which shows from 1911 to June 30, 1927, the number and size 
of applications received, the number and size of applications ap
proved, and the amount granted. 

TABLE 140.-APPLIOATIONS FOB LOANS UNDER SWIiDISH ltEVOLVING LoAN FUND, 
1911-1926 

Total applications Approved applications 

Year 
Num- Amount 18- Num- Amount ~ Amount 

ber quested ber quested granted 

1911 •••••••••••••••••••••••••••• _ ••••••• __ •••••.••• 19 
1912 •• _ .••• _ ••••••••••••••••••••••• _ •••••• _._...... 16 
1913 •••••• _._ ••••••••••• _ .• _....................... 36 
1914._ •••••• _._._._._._. ___ ._. ____ • __ ._._. ___ ._ ___ _ 30 
1915. ___ ._ ._. ___ • ____ • ______ • _______ • ______ • __ ". ___ 28 
1916. ___ • ___ •• ___ • ____ ._. __ .' ___ ._. ___ • ____ •••• _._. 76 
1917 __ •• _. _______ • ____ •• _. __ •• ___ • ________ • _______ • 33 
1918 ___ ._._: _______ • ___________ • ___ ._ ._._._._. ____ • 33 
1919. ___ • ___________ • _______ • ___ • ______ ._ ••• _ ••• _.. 54 
1920 ___ • _. _____ ._ •••••• _ •••• ' .• _ ••••• _......... •••• 39 
1921. ._. _. ___ ••••• _._._ ••• _._._ •• _. __ •• _. __ •• ___ ••• 46 
1922_ •• __ ._._ ••• _._ •• __ ._. _._ ._ ••• _._._._._ ••• _._.. 28 
1923._._ •• _ •••••••• _._ •• __ •••••• _.................. 32 
1924 •• _. __ • ______ •• __ ._ ••••.•••••••. _ •••• __ •••••••. 20 
1925 •••• _ ••• _._: __ •• _. _ ••• ' ••• ' ._ ••••• _ '" """'" 20 
1926 •••••••• _ ••••••••••••••••••••• _................ 19 
1927 (January-June} •••.•••••.••••. _............... 4 
Annual average 1911-1926 ••• __ •• _ •••..•• _.......... 33 

KTonar 
2, 720, 000 
3,770,000 
9,228,000 
7,178, 000 
5,968,500 

23, 107,870 
8. 062, 000 

13.611,000 
40, 173, 500 
49,956.000 
64, 900, 000 
20,592,000 
17,281,000 
14, 136,000 
21,435. 200 
18,712,000 
6,600,000 

19,430,067 

18 
14 
30 
25 
27 
33 
22 
14 
16 
14 
18 
9 

13 
9 

11 
9 
4 

18 

Kronor 
2,670,000 
3,710,000 
8, sao, 000 
6,923,000 
5,953,500 

14, 220. 870 
4, 382, 000 
6,596,000 
9,170,000 

36,900,000 
37,335,000 
17,€OO,OOO 
15,605, 000 
12, 781,000 
19,855,200 
15,955,000 
6,650,000 

13, 655, 411 

Kronor 
1,345,000 
1,600,000 
3,455,000 
3,010,000 
3,140, 000 
6,265.000 
3, 068. 500 
5,090,000 
3,800,000 
3,230,000 
4, 308,000 
2,684,000 
3,525,000 
2, 960,000 
3,475,000 
2,865, 000 
1,480,000 
3,379,406 

From the above table it is seen that slightly over half of the 
applications received from 1911 to 1926 were approved, and the 
total loans granted were about one-fourth of the sums requested in 
the approved applications and about one-sixth of the amQunts re
quested in all applications. 

In October, 1927, 15 applications were pending requesting a total 
of 14,225,000 kronor, with loan funds available of 1,375,000 kronor, 
or 9.6 per cent of the demands. 
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SPECIAL LOAN TO SWEDISH AMERICA LINE' 

On January 26, 1926, the Swedish America Line applied to the 
Crown for a loan of 8,000,000 kronor ($2,140,000) with which to 
finance constrm:tion of a new motor passenger liner for the trans
Atlantic service. This amount was estimated on the basis of the 
cost of the 17,000 gross ton Gripsholm, which was 14,000,000 kronor 
($3,752,000, or $220 per gross ton), while the proposed 20,000 gross 
ton Kungsholm was to cost 16,000,000 kronor ($4,288,000). The 
application, therefore, was for the purpose of financing 50 per cent 
of the cost of the vessel. • 

The Swedish Board of Trade reported favorably on the proposi
tion and stated as principal reasons for this indorsement (1) that 
the additional vessel would strengthen the overseas service to the 
United States and the ties between Sweden and Swedish Americans. 
(2) that the reduction of emigrant traffic to the United States had 
proportionally increased cabin-passenger requirements on the line 
until present eqUipment was not considered adequate, and (3) that 
at5 per cent depreciation and 5 per cent dividend allowances the 

o vessel could safely be amortized, and recommended that the loan of 
8,000,000 kronor be granted if the vessel were built in Sweden and 
limited to 6,000,000 kronor if built abroad. 

The petitioning company stated that if the loan were reduced to 
6,000,000 kronor, it could °not begin repayments until necessary pri
vate loans had first been cleared, and proposed repayments to begin 
in the sixth·year after the vessel should go into commission. 

The Government then recommended:-
. 1. That a loan of 8,000,000 kronor be authorized; 

2. That if the vessel were built in Sweden the full amount be 
loaned; 

3. That if vessel were built abroad only 6,000,000 kronor be loaned; 
4. That security for the loan should be subject to royal approval; 
5. That unrepaid parts of the loan should draw 5 per cent interest; 

and 0 

6. That if the loan amounted too 8,000,000 kronor, repayments 
should begin in two years; and if it amounted to 6,000,000 kronor, 

. payments should begin in five years from the date of registry, 
repayable from that date in 10 equal annual payments. 

The Riksdag approved the proposal on April 10, 1926, and trans
mitted a re{>ort to the King on April 20, 1926, in which~ the Crown 
was authorIzed to modify the required credits as might become 
necessary or advisable. 

The Kungsholrn was built by Blohm & Voss at Hamburg the 
engines were built in Copenhagen by Burmeister & Wain, and the 
auxiliaries by the Gotaverken, Goteborg, Sweden. 

smp-MORTGAGE FUND OF 1921 

In 1927 the Swedish Shipbuilders' Association reported to the 
Swedish Board of Trade on the subject of the loan fund, as follows: 

Since the war only those yards which have sufficient resources to give large 
and long-time credits have been able to secure new contracts of any size. In 
order to compete with foreign yards they have been obliged to extend credit 
to Swedish shipowners alone in an amount greater than the State loan fund. 
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By giving these- crt!dits they have secured large contracts and given :work to 
many Swedish workmen, but the individual granting of credit, is beheved to 
have reached its maximum. 

Later Vice Consul Hullev reported that during 1928 there was 
considerable discussion of a plan to establish a ~arine mortga~e 
bank to develop the merchant marine and particularly to assist m 
building new ships. ,According to this pla~ th~ ne~e~ f~ds were 
to be supplied by shIpowners and large finanCIal mstitutlOns such 
as insurance companies, supplemented by Government funds ~d

'vanced against holdings of the bank as security, Government assIst
ance to be withdrawn as the resources of the bank were built up. 

The new capital annually needed by the Swedish merchant rna· 
rine was estimated at 50,000,000 kronor ($13,11:00,000). The Ship
builders' Association favored such a credit institution for Swedish 
shipowners because it would give Swedish yards greater ability to 
compete with foreign yards. . 

BASIC CAPITAL 

The plans above referred to took definite shape in 1929 in the 
establishment of the Swedish Ship Mortgage Fund (Svenska Skepps
hypotekskassen), a Government-owned institution which by law will 
provide not to exceed 100,000,000 kronor ($26,800,000) for loans 
secured by mortgages on Swedish vessels. The institute rests upon 
the authority of royal decree No. 129 of June 6, 1929. The operative 
regulations under which the fund is administered were established 
by royal decree No. 364 of November 22,1929. 

Respecting the new fund Consul H. C. Struve, of Goteborg, 
reported on January 24, 1930: ' 

The basic capital of. the fund is furnished entirely by the State in the form 
of Government bonds to the value of 10,000,000 kronor ($2,680,000). This 
basic capital is not intended to be used, however, to provide funds to be 
loaned out, although It may be temporarily drawn upon to pay operating 
expenses. Funds for loaning out are to be secured by the sale of bond,; to 
be Issued by the fund and sold to the public, and the lim;it to which bonds 
may be Issued Is at present fixed at not more than ten times the basic capital, 
or 100,000,000 kronor ($26,800,000). 1."he security for these bonds will conSist 
of the basic capital-and of the securities taken by the fund when loans are 
made. While the issuance of bonds Is now limited to 100,000,000 kronor, the 
proposal is already being advanced to doub~e this amount. Although the Gov
ernment assumes no liability for the bonds Issued beyond the basic capital of 
10,000,000 kronor provided in the form of Government bonds, if the operations 
of the fund should result in losses exceeding the resources of the fund the 
Government would presumably be called upon to make up the deficit. The 
limitation of the basic capital may therefore in a way be considered as the 
measure of the institution's operating capacity rather than as the limit of the 
governmental responsibility for the institution's financial undertakings. 

Operations were begun bI offering for sale· bonds of the total face 
value of 20,000,000 kronor ($5,360,000). These bonds bear 5 per cent 
interest, payable semiannually, with final date of maturity as of 
March 1, 1950. The bonds were opened for subscription at par, plus 
stamp tax, and were oversubscribed within a few hours. 

The new loan fund is not to supplant the fund established in 1903, 
which,:as, stated, was found inadequate to meet the needs of Swedish 
shipping. The bonds of the new fund are guaranteed by the State 
and will be proper investments for insurance companies and for 

85083-32--38 
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trust and other funds which by law are limited in the class of securi
ties they may buy. The new fund, therefore, will provide an out.let 
for public and semipublic funds which heretofore could not legally 
find employment in shipping. 

MANAOEMENT---LOAN LIMIT 

The affairs of the new fund will be administered by a board of 
directors of five members appointed by the Government for three 
years. After the expiration of the term of service of the first board 
the borrowers may nominate candidates for appointment. 

Loans are limited to first mortgages up to 50' per cent of the value 
of power-driven vessels, preferably built in Sweden, and must be 
repaid in 10' years upon a fixed plan of amortization, although 
extension of final payment not to exceed one year may be granted. 
The mortgaged vessel must also be fully covered as to insurance 
and may not be transferred to foreign registry without the consent 
of the board. 

BORROWERS' LIABrLITY 

An unusual provision in the present fund is the liability incurred 
by the borrowers. Should any loss to the fund accrue through trans
fer of a vessel to foreign registry without the consent of the board, 
all borrowers from the fund during the year that such transfer took 
place will be responsible for the amount of the loss in proportion to 
the highest amount of their unpaid loans during the fiscal year, and 
if any borrower is una!Jle to pay the amount thus due the others will 
be responsible for his share. On the other hand, once each year the 
borrowers will meet for the purpose of examining the management 
and accounts of the funds and report on this to the Swedish Depart
ment of Commerce and the authorized delegates of the State Debt 
Office within eight days after the meeting. 

This feature of making the borrowers jointly responsible for the 
good faith of their members and of placing the entIre operation of 
the fund subject to the general surveillance of the interested borrow
ers is a new development in Government loan :(unds in shipping. 

INITIAL LOANS 

In respect of the initial operations of the loan fund Consul von 
Struve reported on April 14, 1930', that 10' companies had made re
quests for loans amounting to a total of $3,819,914, but according 
to the State Debt Office, which administers the fund, there was only 
$420',760' at its disposal on March 31, 1930'. The Board of Trade 
proposed that the following shipping companies at Goteborg be 
granted loans: Swedish America-Mexico Line, 500,000' kronor ($134,-
0'0'0') j Steamship Co. Castella, 30'0',0'00' kronor ($80',40'0'); Steamshir. 
Co. Unda, 20'0',000' krono.r ($53,60'0'); Steamship Co. Gota Cana, 
163,000' kronor ($43,684). In addition it was proposed that the 
Svea Steamship Co. of Stockholm be granted a loan of 400,000 
kronor ($107,20'0') and a small shipping company in Skane 7,0'00 
kronor ($1,876). 
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PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

The Royal Swedish Board of Trade, replying to an inquiry from 
Assistant Trade Commissioner Basil D. Dahl, made the following 
statement in respect of the Swedish coasting trades: 

The coastwise trade of Sweden is reserved for Swedish vessels in ac
cordance with the royal decree of February 28, 1726, except in so far as 

. exceptions have been made in favor of foreign ships. Such exceptions now 
exist for vessels belonging to Argentina, Belgium, Denmark (vessels of more 
than 30 net register tons), France, the Irish Free State, Iceland, Italy, Japan, 
China, Netherlands, Portugal, Great Britain, and Northern Ireland. 

Shipmasters navigating in home traffic are required before sailing to report 
at the customs, unless the ship be exempt from control by the customs. If 
the ship has not earlier in the year been engaged in home traffic, or if the 
ship is intended to carry goods liable to duty, the master shall report at the 
customs even if there is no customhouse at the port of departure. The fol
lowing vessels are exempt from customs control: 

(a) Passenger vessels making regnlar voyages in accordance with adver
tised schedules; 

(b) Vessels that do not ply outside the customs district in which their 
port of registry is located, vessels not carrying merchandise or passengers 
outside said and neighbOring customs districts, and/or vessels plying only in 
inland waters. 

Customs permits to vessels engaged in home trade are issued by the district 
customs and are valid for one calendar year (year's license). The permit shall 
be shown to the customs officials whenever the vessel which is engaged in home 
trade makes a call at a customs port. . 

Masters of ships that are exempt from customs control need not have a 
(llstoms permit. 

A Swedish ship having a dutiable (net register tonnage) capacity of 20 tons 
01' more, which is used for carrying freight, passengers, or both, must be 
registered and have received a certificate before the above-mentioned permit 
(customs license) can be obtained from the customs. Foreign ships which 
are nut permitted to participate in the coastwise trade of Sweden can not 
obtain annual permits from the Swedish customs. 

If a ship flying the flag of a country where Swedish ships are not given the 
same rights and privileges as the ships of that country wants to unload cargo 
carried from foreign countries at other places along the rivers, canals, or 
lakes in Sweden than where there are staple towns, this foreign ship must 
apply to the Royal Swedish Board of Trade (Kommerskollegium), Stockholm, 
for permission to do so. The Royal Swedish Board of Trade, after consulting 
the Swedish customs authorities, decides whether or not the request should be 
granted. Such an application seldom has been refused. 

EXEMPTION FROM FISCAL CHARGES 

IMPOBT DUTIES 

On January 1, 1930, royal decree No. 215 of October 4, 1929, in re
spect of customs drawback, became effective. This decree contains 
the following provisions affecting vessels: 

PAL 3. After the completion of the constructing, remodeling, repairing, fur
nishing, or equipping (including equipping with SPare parts) of a Swedish or 
foreign vessel ot' more than 70 tons gross or foreign metal vessels of less than 
70 tons gross-or of a ships' dock, dock gates, pontoon, slip or cradle or dredging 
equipment-and for the constructing, remodeling, repairing, and furnishing of 
which said concern has made use of materials imported from abroad, the said 
concern shall be ent.tled to the reimbursement of customs duties on a cor
responding quantity of materials or other articles of similar kinds which have 
been imported by said concern from abroad within five years before the com
pletion of said work. In the case of Swedish vessels which are exempt from 
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compulsory ship measurement, the 70- tons gross shall for this purpose be con
!<idered as corresponding to 20 meters [65.6 feet] length, measured according 
to the rules applying to such vessels, construction. and equipment. Claims 
shall also be valid with respect to the materials which may have been lost in 
the execution of the work. 

CAPITAL AND INOOMI!I TAXES 

The Swedish mercantile marine is not exempt from taxation by 
either municipal or State authorities. During and after the war it 
was subject to heavy special taxation, such as tonnage taxes on war 
valuation, but after repeated applications these were finally 
abolished. Swedish shipping companies pay the regular taxes on 
capital and income that are levied on all other classes of business_ 



OTHER COUNTRIES 1 

ARGENTINA 

..A.rgentina has a coast line of about 1,800 miles on the Atlantic and 
has also a system of rivers rising on the eastern slopes of the Andes 
which furnishes water communication with the interior of the coun
try similar to that of Brazil. The Andes effectively render the ocean 
routes the economical way to carry freight between the east and west 
coasts of South America, though the Transandine Railway and the 
Government Railway of Chile offer a means by which mails may be 
expedited. 

On July 1, 1931, Argentina's national tonnage comprised 299 
power-driven vessels of a total gross tonnage of 303}338; sailing ves
sels increase the total by some 24,642 gross. tons In vessels of 100 
gross tons and upwards. Included in this tonnage are 22 vessels, 
totaling 66,828 gross tons, which are owned and operated by the 
Argentme Government in the coastal trades. Of these, eight are 
tankers with a total of 37,952 gross tons, which are employed in the 
transportation of petroleum from the Government fields in Pata
gonia. The remainder of the Government Heet is employed in the 
carriage of Government supplies to the oil fields and elsewhere and 
return cargoes of Patagonian wool. 

The Government of Argentina has from time to time adopted meas
ures in the encouragement of national shipping: No particular in
ducements have ~een held forth t~ natio.nal. shipping an~ no sev:ere 
obstacles placed m the way of foreIgn shIppIng or of foreIgn carltal 
in Argentine shipping. In fact, prIOr to the war 60 per cent 0 the 
foreign trade was carried in BrItish vessels. This percentage has 
been reduced to 50 per cent or less with the reentry of German ship
ping and increased American shipping in the foreign trade of Argen
ti?a. Considerable foreign capital IS invested in Argentine ship
pmg ventures. 

In 1910 the Argentine Consress passed a law which provided for 
the payment of bounties to shipping and shipbuilding, and a similar 
one was adopted in 1918. . Besides defining the status of Argentine 
vessels, the latter enactment restricted the coastal trade, towing, 
lighterage, and salvage operations to national ships. 

The coastwise mails of Argentina are transported free in· return 
for exemption of the mail steamers from registry fees and annual 
license fees and from, various local charges. 

Thus far public expenditures on shipping have been restricted 
principa.11x. to public works in the nature of port equipment and 
port faCIlitIes. 

• Includes countries having relatively small national lIeets and new countries where 
~'~~'::~o~r~~r~'fsb::d.e 'M'icli: :r,~~e ~:tege~~':,I'~is~~ .:l!ti':B!:i.

h o~nibem::le~t;,lo:i!r~ 
are tr<>1II Llord', lieglster of Shipping and relate to vessels of 100 grosS tons and upwards. 
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BRITISH INDIA 

British India and Ceylon had, on July 1, 1931, a joint registry of 
193 vessels of 203,705 gross tons in vessels of 100 gross tons or more. 

India has for a number of years attempted the development of a 
national merchant marine, primarily to engage in the coasting trade 
but ultimately to be the foundation for an overseas fleet. Various 
factors have contributed to the failure of these projects, the 1?rincipal 
one being the strongly intrenched position of foreign shippmg com
panies, whose long experience and alliances with export houses give 
them an advantage over any new competitors for India's shipping 
business. 

The proponents of an Indian merchant marine have strongly 
protested against the deferred-rebate system, by which the carrier 
grants a rebate (usuaUy 10 per cent of the freight money) in consid
eration of the shipper's forwarding aU his shipments by that 
particular carrier. 

HISTORY OF INDIAN SHIPPING 

In reviewing the early history of Indian navigation Assistant 
Trade Commissioner Robert C. Cockburn, of Calcutta, points out: 

With the visit to India of Vasco da Gama around the Cape of Good Hope in 
the fifteenth century there opened an era of oceanic navigation on the part 
of various European countries which then were eager to participate in the 
~astern trade Rnd were trying to establish settlements in India. After some 
stru.,<rgle for supremacy among themselves, especially the portuguese, the Dutch, 
and the French, the English were able to establish themselves firmly and become 
the rulers of India. 

The transference of power from the East India Company to the Crown in 
1858 no doubt marked the commencement of Britain's lead in India's coasting 
trade. By 1875 the 'British India St~am Navigation Co., the Peninsnlar & 
Oriental Steam Navigation Co., the City Line, and two other shipping firms 
were operating in the coasting trade of the country and experimenting with 
various forms of contract between the shippers and shipowners. To strengthen 
their own position these companies constituted themselves a conference and in 
moo introduced a system of deferred rebates. [NOTE.-The Indian conference 
now is composed of the British India Steam Navigation, the Asiatic Steam 
Navigation, and the Sclndia Steam Navigation Cos., the last·named being the 
unly Indian organization of any consequence.] 

Between 1877 and 1920, it is reported, approximately 30 Indian shipping 
companies with an aggregate capital of 12 crores of rupees ($38,930,000) came 
into existence, and nearly two-thirds of them had to go into liquidation Owing 
to rate wars and the Introduction of deferred rebates by the conference lines. 
In addition, unusually high rates were charged on the coasting trade of the 
country liS against overseas trade; for example, freight on coal from the 
Gnlted Kingdom to Bombay, a distance of 6,000 miles, was only 24 shillings 
($5.84) per ton whereas on the 2,000 miles of coastal carriage a charge of 
30 shillings ($7.30) per ton was made. 

Matters continued in this fashion until the close of the World War, but the 
inauguration of the reform scheme and the establishment of an" Indian Legis
lative Assembly elected by the people of the country afforded a suitable oppor
tunity for study of the Indian mercantile marine. 

PROPOSED ESTABLISHMENT OF MERCHANT MARINE 

On January 12, 1922, the Indian Legislative Assembly passed a 
resolution requesting the appointment of a committee to consider 
measures for the establishment of a merchant marine. This resolu-
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tion was not acted on until February 10, 1923, when the Government 
of India announced the appointment of a committee, which framed 
a questionnaire, to be sent to various governmental and commercial 
bodies, and then adjourned. 

The committee's report was published in July, 1924. Its recom
mendations covered three main point,g....::..(a) the training of Indian 
executive officers and engineers for the mercantile marine, (b) meas
ures for the encouragement of building self-propelled ships in India, 
and (c) the development of an Indian mercantile marine. 

One of the points involved in the third consideration was the clos
ing of the coasting trade of India to ships belonging to foreign 
nations, with an exception in favor of those foreign states which 
enjoy any treaty rights in respect of the Indian coasting trade. 
(Exclusion of foreign shipping, however, does not exclude British
owned shippin~, which has hitherto controlled 90 per cent of the 
coasting trade.) .A conference called by the Viceroy of India in 
January, 1930, to bring about an amicable settlement of this problem 
failed of its purpose. 

PREFERENCES AND RE~TRICTIONS 

RESERVATION OF THE COASTING TRADE 

Under the prOVIsions of the Indian coasting trade act of 1850 the 
coasting trade of India is open to all comers. "Indian opinion in 
favor of its repeal is gaining ground," Assistant Trade Commissioner 
Cockburn reports; "but the situation is such that the present state o.f 
affairs may continue for some time. longer." 

India's coastal trade apprc:>ximates 219 crores of rupees ($800,-
000,000 at the new par rate of $0.365), imports amounting to 114 
crores ($417,000,000) and exports to 105 crores ($383,000,000). 'Less 
than 12 per cent of the .coastal trade and less than 2 per cent of the 
international trade is being carried in Indian bottolllS. 

The earnings of the stealllShip companies in the coasting trade 
work out at about 10 crores ($36,500,000) per annum, and in t4e case 
of foreign trade the figure is in the neighborhood of 50 crores 
($182,500,000). British shipping interests dominate both trades. ' 

BULGARIA 
SUBSIDIZED BULGARIAN AND FOREIGN SERVICES 

The Bulgarian merchant marine is represented almost ex
clusively by the vessels of the Societe Bulgare de Navi~ation Com
merciale a Vapeur (Bulgarian Steam Navigation Co.), which on 
July 1, 1931, owned five vessels of 7,258 gross tons. This company 
was established in 18,92, with the object of providing some inde
pendence to Bulgarian exports from foreign shipping. To this end' 
the Government contributed one-half of the capitaJ.2 Under the 
original contract the Government paid the company a subsidy equal 

• Rrport of Vice Consul Samuel Green, Sofia, Feb. 7, 1929. 
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to 9 per cent of the paid-up capital, or about 180,000 francs ($34,740), 
in return for which the company was to perform customary services 
in the way of carrying mails, reduction in rates on State passengers 
and freight, etc. Later the subsidy was placed on a milea~e basis of 
2 to 5 francs ($0.368 to $0.965) per mile, and there were paId mileage 
subsidies amounting to 3,937,000 francs ($759,841), or an annual 
average of 303,000 francs ($58,500), from 1900 to 1912. 

For a number of years prior to 1910 the Bulgarian Government 
paid subsidies to the German Levant Line and the Compagnie 
Marseillaise de Navigation a. Vapeur (Fraissinet et Cie.). Under 
a contract that went into force on September 1, 1900, the former 
company received an annual subsidy of 120,000 francs ($23,160) and 
agreed to have its steamers call at the Bulgarian ports of Varna 
and Burgas twice monthly, both on the outbound and on the return 
voyages. The contract with the Fraissinet line took effect in Novem
ber, 1902, and provided for an annual subsidy of 50,000 francs 
($9,650), in return for which the company a~ed to have its steamers 
call regularly at Varna and Burgas on theIr voyages between Mar
seille and Odessa. 

The amounts paid to these two lines from 1902 to 1909, according 
to a British Government report on ship subsidies, aggregated 
$226,575. 

,PREFERENCES AND RESTRICTIONS 

RESERVATION 01' THE COASTING TRADE 

Black Sea services.-The relative importance of the Black Sea 
coast ports and ports on the Danube is indicated by traffic returns, 
which show that during 1926 and 1927 an average of 400,000 tons 
of merchandise was loaded and discharged in each of the two dis
tricts each year. The coasting trade in the Black Sea is reserved for 
vessels of Bulgarian nationality. Special permits to operate foreign 
vessels in the coasting trade may be issued by the Ministry of Rail
ways, Posts, and Telegraphs in special cases where no Bulgarian ves
sels are available for the desired service. Varna and Burgas are the 
only two ports of commercial importance on the Black Sea which are 
connected with the interior by railroads,. and any exceptions as to 
coastal restrictions usually are limited to these ports. 

Danube serv-icell.-On a stretch of about 250 miles on the right bank 
of the Danube there are five commercially important Bulgarian ports, 
all served by railway lines. Theoretically the coasting trade between 
Danube ports is reserved to Bulgarian vessels in the same manner 
as on the Black Sea, but, due to lack of national tonnage, on the one 
hand, and to a desire to develop the trade, on the other, foreign ves
sels are encouraged through a. reduction of 50 per cent in vessel fees. 
Further, Vice Consul Samuel Green, of Sofia, reported, all fees are 

, waived to those companies which undertake to maintain satisfactory 
regular services to Bulgarian Danube ports without touching the 
Rumanian ports on the opposite bank. Such arrangements are in 
force with the Royal Hungarian River & Sea. Shipping, of Budapest, 
Hungary, and WIth the ~I<'irst Danubian Shipping Co., of Vienna, 
Austria. 
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COLOMBIA 
By article 15 of decree No. 267 of February 18, 1924, Colombia 

reserved its coastal trade to national legally licensed vessels. 
During the latter part of 1930 a bill was introduced in the Colom

bian Congress which provided for the promotion of a national ship
ping company wi~h both Colombian alld foreign capital. The bill 
was approved by tile House of Representatives in April, 1931, and 
by the Senate on June 8 but was returned by the President with a 
veto message June 19. <kngress sustained the President's objections 
on June 26, and the President signed the modified law on July 13, 
1931. As reported by Assistant Trade Commissioner Sylvester J. 
Roll, Bogota: 

PROPOSED NATIONAL SHIPPING COMPANY 

The new law providing for the establishment of a national merchant marine 
lIuthorizes the Government to promote, by means of contracts, the formation, 
organization, and development of a national merchant marine company, and to 
enlist the cooperation of the National Coffee Federation and other organizations. 
For the ful1illment of the initial contract the Government may give preference, 
all things being equal, to the national merchant-marine company which fulfill
ing the provisions of this law, has provided or provides service during a period 
of not less than one year between Colombian ports and the port of New York and 
through whose initiative and effort the foreign commerce of the country has 
derived benefit. The promotion and encouragement of more than one national 
merchant-marine company is left to the judgment of the Government, depend
ing upon the convenience thereof from the fiscal, economic, and commercial 
point of view. 

In order that the company may be regarded as truly national it is stipulated: 
That it be nationalized in Colombia; that it have its home office in one of the 
cities of the country; that it be organized in accordance with Colombian laws; 
that at least 60 per cent of its capital will belong to Colombian entities or 
citizens. For this pUI"f,OSe the shares of the Colombian shareholders must be 
registered in their names. The national company which is organized in ac
cordance with this law must have an authorized capital of not less than 
2,500,000 gold pesos, of which not less than 50 per cent must be paid in at 
the time of the contract with the Government. The shares of the company 
may not have a value of more than 10 gold pesos each, thus placing them 
within the reach of small investors. The company in question will offer in the 
departments of the Republic a minimum of 40 per cent of its shares and re
serve 20 per cent for the option of the National Coffee Federation. 

The company which makes a contract with the Government· in accordance 
with this law must undertake a number of obligations, among which are the 
following: To transport first-class mail free of charge; to establish protec
tionary freight rates for coffee and other articles of national production; to 
place its vessels at the disposition of the Government in case of international war 
or internal conflict; to send and support in foreign schools or naval academies 
at least four Colombian students in each year of the first five years of the 
company's existence and at least two students each year during the remaining 
years of the life of the contract; that at least one-fifth of the personnel of 
each national vessel will be Colombians during the first three years, one-third 
trom the third to the sixth year, and two-thirds from the sixth year on; to 
equip vessels in foreign service with refrigeration for the transportation of 
trnit. 

The Government on its part engages to do as follows: To grant to the com
pany which contracts, in accordance with the terms of this law, in the form of 
subsidy, a sum equivalent to the total of the fees which are paid for the pas
sage of its boats through the Panama Canal; the amount of the subsidy which 
the Government pays to the company will in no case be greater than the Gov
ernment receives for the maximum tonnage tax (which, in accordance with 
this law, is destined for the development of the national merchant marine), nor 
will it exceed 150,000 pesos per year; to cede to the contracting company, free 
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of charge. the' use of national land. in the maritime ports of the Republic. 
which the company needs for the establishment of its fueling stations, piers 
for its ships, and buildings for it offices; to give preference, in equal circum
stances, to the contracting company for the transport of official cargo imported 
or exported. 

The contract made by the Government will run for 15 years and may be 
extended at the wish of the Government. The Minister of Industries will in
clude in the expense of each fiscal year the amount necessary for the fulfillment 
of this law. and when this amount is not included in the budget or is not 
sufficient. the Government is authorized to open credits- which the fulfillment 
of the law demands. 

This new law repeals Law No. 117 of 1919 and the provisions which are 
contrary to it in the extended and revised Law No. 59 of 1914. 

COSTA RICA 

Under the fiscal code of 1915 coastal traffic in Costa Rica is re
stricted to national vessels, and if arriving loaded with cargo from 
abroad even these may not engage in it until they have completed dis
charge! Both national and foreign vessels after completion of dis
charge at ports of destination may proceed to any other point on the 
coast upon permission from the collector of customs. 

National vessels engaged in the coasting trade are exempt from the 
payment of tonnage and lighthouse dues, and in sailing from one 
coa...c:t point to another pay $0.125, the value of the stamped paper 
on which clearance is requested. 

In addition to the callingyat Puntarenas by ships of the Panama 
Mail Steamship Co., the Hamburg-American and North German 
Lloyd Lmes contracted with the Costa Rican Government in 1930 
for regular services to Puntarenas, including steamers of the Kosmos 
and Roland Lines.4 The contract was for two years, and the service 
was to be considered a mail service, the contract vessels being exempt 
from the payment of all port charges, including consular charges 
for visaing ship's manifest. Government freight is carried at a 10 
per cent rebate, mail to and from Costa Rica is carried free, and free 
passage is provided for the President, cabinet ministers, diplomatic 
officers, consuls, and vice consuls. 

CUBA 
On July 1~ 1931, Cuba's merchant fleet consisted of 59 vessels of 

42,721 gross tons in ships of 100 gross tons and upwards, of which 2 
are of more than 2,000 gross tons. 

Articles 166 and 177 of the customs regulations of Cuha granted 
the right to vessels of the United States to engage in the coastwise 
transportation of merchandise of Cuba. according to a report by 
Actina" Commercial Attache O. R. Strackbein, Habana. ThIS privi
lege, towever, was abrogated by a law of July 31, 1928, publishea 
in the Gaceta Oficial of August 4, 1928, which restricts coastwise 
traffic between the ports of the Republic to Cuban vessels and makes 
no provision for exemftion in favor of foreign companies. 

The establishment 0 a Cuban merchant marine is officially under 
consideration, Commercial Attache Frederick Todd, Habana, re-

• Report of ArnerleaD CoD~ul Edward E. Carr .... y. SaD Jose, 'May 3, 1929. 
• Report of COD8Ul Edward Eo Callre),. Sao Jose, Ocf;. 28" .llI30. 
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ported on April 5, 1930, a special subdivision of the General Com
mission of Economic Defense having been set up a year or so ago 
to study the subject. 

A decree (No. 2003) establishing a nautical school under the Sec
retary of War an? Marine and outlining br?adly the course of ~tudy, 
~alaries of teachmg staff, etc., appeared III the Gaceta Oficlal of 
December 20, 1929, and one dealing with the education of officers 
for the merchant marine, requirements for pilots, captains, etc., in 
the issue for March 26, 1930. 

ESTONIA 

Estonia, formerly a Russian Province, declared its independence 
on February 24, 1918, and adopted a constitution on June 15, 1920. 
Estonia is bounded by the Union of Soviet Socialist Republics on 
the east, by Latvia on the south, the Gulf of Finland on the north, 
and the Baltic Sea and Gulf of Riga on the west. It has an area 
of about 18,000 square miles and a coast line 725 miles in length. 

The country is mainly agricultural, approximately 2,500,000 acres 
being under cultivation and affording occupation for about 70 per 
cent of the population of 1,116,500 (1929). 

Tallinn (formerly Reval), the chief port, is on the Gulf of Fin
land, and forms the center of the Estonian shipping industry. The 
ilarbor is not ice free, although it is accessible without ice breakers 
during much of the winter for larger ships. 

The State owns 1,100 !niles of railways and controls a bank for 
long-term credits. The new monetary unit is the Estonian kroon, 
equal to the Swedish krona of a par value of $0.268. 

THE ESTONIAN COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

The E .. tonian merchant marine, according to reports on the sub
ject made by Commercial Attache Lee C. Morse and Consul Harry E. 
Carlson, comprised 61,415 gross tons on January 1, 1927, 65,290 gross 
tons on January 1, 1928, and 74,012 gross tons on January 1, 1929. 
These totals include more than 400 vessels, hence the average size 
is quite small despite the addition of several ocean-going ships during 
the past few years. Lloyd's Register, covering only vessels of 100 
gross tons and upwards, shows the following development for the 
period 1921-1931: 

TABLIiI141.-GuoWTH OF THE ESTONIAN COMMERCIAL FLEm' 

July 1- Total 
fleet 1 

Power
driven 

vessels 1 

Sailing 
vessels I July 1- Total 

fleet 1 

Power
driven 

vessels I 
Sailing 

vessels I 

---11------1---------
Or ... tom Gr .. , /om Gr088 /om 

1921._______________ 41,183 29,779 11,404 
1922________________ 45, 2511 32, 149 13,nO 
1923________________ 49,403 32,208 17,195 
1924________________ 45,897 34, 164 11,733 
1925________________ 46,277 34,641 11,636 
11126________________ 49,025 37,533 11,492 

1 Vessels of 100 gross tons and upwards_ 

Bouroe: Lloyd'. Register of Shipping. 

Gr088 tom Gro .. /om Gr"810"8 
1927________________ 44, 662 33,340 11,322 
1928________________ 52,630 42,476 10, 154 
1929________________ 60,383 49,153 11,230 
1930________________ 72,089 eo, 982 11,107 
1931. ______ ;________ 93,397 82, 089 11,308 
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EMPLOYMENT OF THE FLEET 

The share of Estonia's ocean traffic carried by national vessels as 
compared with the leading competitors is shown in Table 142. 

TABLI!I 142.-EsTONIA'S OCl!lAN SHIPPING, BY NATIONALITY OF CABBYING VESSEL, 
1925--1930 . 

N ationaIlty 01 carrying ship 1925 1926 1927 1928 1929/1930 

WSIIIOH'I' '!'BARIC p.,. UfI/-;:::::::: p.,. UfI/ p.,. unt p.,. unt 
German_______________________________________________ 44. 5 40.6 34.7 37.1 40.2 32. 4 
Estonian______________________________________________ 20.4 23.2 29.9 33.4 32.6 31.2 
Flnnish_______________________________________________ 6.4 4. 9 4. 8 4.7 3.7 3.6 
English_______________________________________________ 8. 4 7.3 8.4 6.9 6.4 6.8 

PASSENGER TBAFI'lC 

German_______________________________________________ 21.8 18. 7 16.4 19.4 Estonian ________________________ "_____________________ 21.4 22. 6 25.4 17.0 
Flnnish_______________________________________________ 64. 0 66.8 49.5 65.1 E ngJisb ________ ,______________________________________ 2. 4 .6 6. 3 7.3 

In 1930 the total freight movement between Estonia and foreign 
countries and the share of Estonian shipping in each instance were 
as follows: 

TABLE 143.-CABGO MOVEMENT BETWEEN ESTONIA AND FOBElGN COUNTRIES, 1930 

Share Share 
Movement :::~~een Estonia Total cargo ~~ Movement .!:~een Estonia Total cargo ;,,~~ 

Metric tom 
Great Brltain..______________ 287,894 
Germany___________________ 161,426 
Finland____________________ 39,911 
Netherlands________________ 39,976 
Swedell.____________________ 31,716 

vesseJs vessels 

p.,.unt 
49.0 

2.7 
26.3 
53.4 
71,3 

Mdric tom p.,. _, 
Denmark___________________ 15, 263 20.3 
Latvia______________________ 17.744 49.9 
Soviet Russia_______________ 36, 145 _________ _ 
Other oountrles_____________ 20, 029 16. 8 

Source: Centml Statistical Bureau 01 Estonia, Monthly Statistics, 1931, p. 464. 

According to a report from Edward Hunt, of the American Con
sula~e staff at Tallinn, the total estimated earnings during 1930 of 
Estonian mercantile vessels maintaining foreign connections were: 
For steamers, 8,340,000 kroons ($2,235,120 at par); for motor ves
sels and motor schooners, 540,000 kroons ($144,720); sailing ves, 
sels, 360,000 kroons ($96,480) j estimated total, 9,240,000 kroons 
($2,476,320). . 

Of these total earning'S it is believed that approximately 40 per 
cent, or about 3,700,000 kroons, remains is Estonia. as the so-called 
invisible export returns. . 

NEW SHIPPING COMPANY 

On February 12 1929, a new company, provisionally called the 
Estonian-British Shipping Line, was registered at the Estonian Min
istry of the Interior. The purpose of the proposed service was stated 
to be the establishment of direct liner connections between Estonian 
and English ports by vessels equipped with cold storage in order. to 
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facilitate the export of Estonian agricultural products. The capital 
of the company was fixed at 400,000 kroons ($107,200). On March 
2, 1929, the Estonian Treasury acquired shares in the undertaking 
amounting to 136,000 kroons ($36,500), representing 136 of the 400 
shares at 1,000 kroons each. 

SHIPBUILDING INDUSTRY-NAVIGATION BOUNTIES 

Shipbuilding.---Shipbuilding in Estonia is of little importance 
as. an active industry. Tallinn is the site of the Russo-Baltic Ship
building & Engineering Co. (Ltd.), at present under the control of; 
the Estonian Government or the National Mortgage Bank. This 
plant was erected in 1912-1914 and is one of two works built by the 
Russo-Baltic Shipbuilding & Engineering Co., the other yard being 
on the Black Sea. Some 30,000,000 Russian. rubles and 4,000,000 
Estonian kroons have been invested in the plant, which during the 
war employed about 8,000.workmen. 

Bownties.-On March 19, 1929, a bill was passed permitting the 
Government to grant subsidies, not to exceed 200,000 kroons ($53,600) 
annually, for five years to Estonian shipping lines. Consul Harry E. 
Carlson reported from Tallinn July 12, 1929, that grants of 10,000 
kroons ($2,680) to the Tallinn-Stockholm Line and 20,000 kroons 
($5,360) to the Parnu-Kuresaar-Riga-Helsingfors Line had been 
made. 

ESTONIAN MARITIME CREDIT 

GOVERNlIIENT LOANS ANp GUARANTIES 

The law of March 19, 1929, just referred to, carried also a loan 
provision by which the Government is authorized to guarantee funds 
for the construction or acquisition of ships for the Estonian com
mercial fleet to an extent of 7~ per cen~ of their value, but for a 
total amount not to exceed 1,800,000 kroons ($482,400) .. Trade Com
missioner F. C. Sommer repo~d from Riga September 9, 1929, 
that 600,000 kroons ($160,800) had been allotted to the Estonian 
Shipping Department for this purpose. 

Another form of aid extended by the Estonian Government to 
shipping is the guaranteeing of loans-through at least one of the 
banks-the National Mortgage Bank of Estonia. Under the Rus
sian regime there were several long-term credit banks. specializing 
in land mortgages. Soon after the beginning of the World War 
these institutions suspended operations; and after Estonian inde-;
pendence of .1918, agriculture had to rely on state aid, and liberal 
amounts have been included in the budget for the restoration of 
this important branch of the economic system. One-half of the 
capital of the Land Bank of Estonia was subscribed by the state. 
Loans are made against real estate up to 60 per cent of the assessed 
value of the property. . . 

In order that credits might be extended to vessels a law on mar
itime credits was passed on June 13,1924 (S. A. No. 77/78), which 
gave the character of real estate to all ships of more than 60 cubic 
meters (about 20 gross tons) displacement. Such vessels are in
s~ribed in a special maritime credit register and may be mortgaged 
like real estate. 
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NATIONAL SHIP-MORTGAGE BANK 

On June 15,1927, an agreement was signed covering a British and 
United States loan known as the" Republic of Estonia (banking 
and currency reform) 7 per cent loan, 1927." The British portion 
of the lo_an was £700,000 ($3,406,550), of which £200,000 ($973,300) 
was placed in the Netherlands in the form of sterling bonds; and 
the United States portion was $4,000,000. The loan is for 40 years 
at 7 per cent and the total yield was about $6,600,000. These funds 
were divided into two portions, namely £1,000,000 ($4,866,500) to 
be allocated to the Eesti Bank in payment of a corresponding value 

~ "of long-term loans to be transferred to a new mortgage bank to be 
. created for the purpose, and £350,000 ($1,703,275) to be given to 

that institution as capital. 
The new bank, the National Mortgage Bank; of Estonia, com· 

menced operations on January 1, 1928. Article 34 of the bank's 
statutes, under the general head of "loans against pledging of 
ships," reads: . 

ART. 34. The bank grants loans against mortgages of Estonian ships effected 
in accordance with the provisions of the law for registration of ships. In 
granting such loans the provisions of these statutes regarding loans secured 
on real property Shall apply, with the follOwing modifications and additions: 

(1) The amount of the loan shall not exceed 50 per cent of the assessed 
value in the cas~ of steel ships and 40 per cent in that of wooden ships; 

(2) The duration· of the loan shall not exceed 15 years for steel ships and 
10 years for wooden ships; 

(3) The pledged ship must be insured against accident or loss and the 
insurance policy or covering certificate handed over to the bank. The debtor 
must notify the bank in case of damage; and 

(4) When applying for the loan there shall be presented a copy of the entry 
in the registration office regarding the vessel, information as to its price, and 
any other documents specified by the board of directors of the bank.' 

No information has been received as to amounts of loans granted 
for the construction or purchase of vessels, but late in 1929 the ship. 
ping section of the Tallinn Chamber 'of Trade and Industry and the 
Estonian Shipowners Association requested the Government to grant 
credits of $160,000 at 6 per cent for ship construction, provided an 
equal amount of private capital was raised. : . 

The American consulate at Tallinn reported on April 22, 1931, that 
Government and other loans granted to Estonian shipping up to 
that time consisted of: Government loans at rates of 6 to 7 per cent 
per annum, about 600,000 kroons ($160,800); Government loans at 
9 per cent per annum, about 400,000 kroons ($107,200); loans con· 
t.racted from private banks and from abroad, about 600,000 kroons 
($160,800) ; estimated total, 1,600,000 kroons ($428,800). 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Shipping in Estonia is governed by the imperial Russian mer· 
chant law, published in the Russian Law Code, Volume XI, part 2. 
In order to adapt the provisions of this law to the somewhat differ
ent conditions of Estonia, Consul Harry E. Carlson, Tallinn, ex
plains, certain amendments and regulations have been passed by the 
Estoman State Assembly (Riigikogu) during the 10 years of Es-

• Publications of tbe League of Nations. II, Economic and Financial, 1928, II, 42, p. 12. 
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tonia's independence. Paragraph 165 of the imperial Russian mer
chant law reads: 

Coastwise shipping-that is, transportation of merchandise and passengers 
between Russian ports situated on one of !reveral seas--is the privilege of 
Russian subjects solely and of vessels sailing under the Russian flag. 

In the interpretation of this law the word "Russian" is replaced 
by the word " Estonian" and the word "several" is omitted, there 
being only one sea (Baltic) in Estonian territory. 

The main Estonian law to supplement the above provision 'is that 
governing the ownership and registration of ships. This law was 
passed by the Estonian Riigikogu in 1919 and is contained in the' 
Official State Advertiser (Riigi Teataja) No. 18 of March 27, 1919. 
The most important paragraphs of this law are:· 

PARAGRAPH 1. Only vessels of Estonian registry have the right to fly the 
Estonian flag. • 

PAR. 2 The following vessels have the privilege to be entered in the Estonian 
registry: 

(a) Vessels which are owned by one or several Estonian citizens; 
<II) Vessels which are owned by an organization incorporated under the 

Estonian laws in which the management is composed exclusively of Estonian 
citizens the part interest of whom in the share capital is not let!lS than 50 
per cent. . 

Enforcement of the shipping laws is entrusted to the inspector of 
navigation attached to the Estonian Marine Administration. . 

Under the laws in force in Estonia no foreign ships are allowed to 
transport goods or passengers between Estonian ports. It often ha p
pens that foreign vessels call at several Estonian ports during a trip, 
but strict control is exercised at all I· oints of discharge to make sure 
that no Estonian goods are unloade from the ship. 

FINLAND 

Finland, the largest of the Baltic States, formerly an antonomous 
grand duchy of the Russian Empire, proclaimed its independence 
on December 6, 1917. An area of 150,000 sqnare miles, bounded on 
the north by Norway, on the east by Russia, on the west by the Gulf 
of Bothnia, and on the south by the Gnlf of Finland, supports a pop
ulation of nearly 3,500,000, principally through Inmbering, wood 
products, paper, and agriculture. The combined exports of paper 
and wood pulp in 1930 were about 550,000 short tons, valued at 
1,840,153,081 markkaa ($46,371,858 at the stabilized rate of $0.0252), 
representing 34.4 per cent of the total value of Finnish exports.6 

More than half the Baltic coast of Russia lay within the grand 
duchy of Finland; and the Finns, one of the oldest maritime races 
of northern Europe, owned and manned a large part of the Russian 
~erchant marine and made up a large part of the crews of the Rus
SIan Navy. 

COMMERCIAL FLEET-PROPOSED SUBSIDIES 

Merchant marine.-The commercial Heet of Finland on July 1, 
1931, had 312,097 gross tons in vessels of 100 tons and upwards. 

• Plllcil\l Statistics Qt Finland. For.~ Trade. 1930. PP. 15. 61. 
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There is a power-driven tonnage of 244,357 tons. Forty-one vessels 
are of 2,000 gross tons or more, and 44 vessels are between 1,000 and 
2,000 gross tons. 

The development of the.commercial Heet of Finland from 1919 is 
shown in the following table: 

luly 1-

TABLE 144.--GBOWTH OF THE FINNISH CoYYEBCIAL FLEET 

Total 
fleet' 

Power
driven 

vessels , 
Sailing 

vessels , luly 1- Total 
fleet' 

Power
driven 

vessels 1 

Sailing' 
vessels 

. '------1-------1----11------·1--- ------
Gr ... tom G .... tom G_. tom I Gr ... tom 0. ... t~ Gr ... tom 

1919._._____________ 180,962 73, 593 107,369 11926________________ 232, 792 148, 028 Il4. 764 
1920________________ 166, 689 82, 295 Il4. 394 I' 1927 ___ "____________ 241. 355 166,076 75, 279 
192\..______________ 198, 352 106, 255 92, 097 1928 ______ "_________ 280,581 213, 991 66, 599 
1922________________ 213,671 122,954 90, 717 1929________________ 298,323 231,448 66,875 
1923________________ 200,254 117,799 82,45511930________________ 313, 143 243, 112 70.031 
1921...______________ 207,952 122,1141 85,311 1931________________ 312,097 244,357 67,740 
1925________________ 210.829 128, 864 81,935 

, Vessels 01 100 gross tons and upwards. 
Source: Lloyd's Registar 01 Shipping. 

i 

The total earnings of tbe Finnish commercial Heet for 1929, includ
ing barges and sailing vessels, were 140,333,000 markkaa ($3,536,400) 
for services between Finnish ports, 299,613,000 markkaa ($7,550,200) 
for services between Finnish and foreign ports, and 99,317,000 
markkaa ($2,502,800) for services between foreign ports, a total of 
539,263,000 markkaa ($13,589,400).7 

Proposed subsidws.-Two Finnish shipping lines have jointly peti
tioned the Ministry of Commerce and Industry for a State grant of 
6,000,000 markkaa ($151,000) for the year 1931, "under the same 
conditions as subsidies have been granted in the past." 8 

FINNISH l'tIARITIl'tIE CREDIT 

GOVERNMENT LOAN FUND 

The following statements are taken from an article appearing in 
the Bank of Finland Monthly Bulletin for May, 1928. The article 
was prepared b'l K. W. Hoppu, head of the statistical and shipping 
register office 0 the Board of Navigation of Finland. 

LAW OF YARCH 29, 1928 

The Government's proposals on the subject [loRns to shipping] were com
pleted and presented to the Diet on October 7. 1927, and passed on March 29, 
1928. As passed. the law for a Government loan fund for the development of 
the mercantile marine differs in certain respects from the Government pro
posals. According to the proposals the size of the fund was to be 100,000,000 
markkaa ($2,520,()()(), to be accumulated over the five years 19~1933, by 
yearly transfers of 20,000.000 markkaa ($504.000). The Diet left the ultimate 
adze of the fund open and dependent on appropriations made in connection with 
the budgets. As regards the rate of interest the standpoint taken by the Diet 
also differed from that of the Government. The rate suggested in the Govern
ment proposals was 6 per cent. but in certain circumstances lower mtes down 
to 4 per cent were to be applied. The Diet fixed the rate of interest at 6 per 

, Annualre Statlstlqne de Flnlande, 1930, p. 162. 
• Report from the ofllce of the commercial attacht! at Helsingfors, Mar. 5, 1930. 
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cent; should, however, the actunl rate of interest on long-term Government 
loans fall below 6 per cent, the Government was empowered to lower the rate 
of interest on the loans to a similar level. 

The purpose of the loan fund is to assist such Finnish shipowners as are able 
in an effective manner to further the development of the Finnish mercantile 
marine by providing them with loans to be used in obtaining suitable vessels. 
Loans are to be granted in general up to half the value of a vessel, but where 
the benefit to the country is exceptionally great fI loan can be increased to 
two-thirds of a'vessel's value. The maximum term of a loan is eight years, and 
loans are to be granted in respect of vessels not more than 5 years old which 
have not been more than one year in the possession .of a Finnish shipowner. 
The conditions restricting the age of vessels eligible for loans to the low limit 
of five years shows the purpose of the loan to be to assist in securing perfectiy 
up·to-date tonnage for the country's mercantile marine. 

C'ondUi0n8 for grantmg loaM 

According to the law passed by the Diet, the conditions to be applied to loans 
from the fund are to be established by statute. In the scheme attached to the 
Government proposals the following procedure was proposed: Applications for 
loans to be lodged with the Board of Navigation before .the end of November; 
the Board of Navigation to pass the applications on to the Ministry of Trade 
and Industry (the ministry empowered to grant the loans and to decide as to 
security) during December, together with its own remarks. 

As security, a valid bank guaranty or a first mortgage on the vessel pro
cured and an adequate insurance policy were to be deemed suffiCient. Repay
ment of the loan was to commence in the third year and to be made. in install
ments, the extent of which was to depend on the age and seaworthiness of the 
vessel, though in each case the loan would have to be fully repaid before the 
expiration of the eighth year. . . 

Loans to an amount exceediug one-half of a vessel's. value. maybe ·grauted 
only in the case of new vessels, or vessels fully equal to new, which have been 
specially built and strengthened for winter traffic or are intended for regular 
traffic on lines of great e('onomic importance for the country. -

If a vessel can be built in this country on as favorable terms and as speedily 
as abroad, a loan will be granted only on condition that the work is intrusted 
to a FinniSh shipyard. 

AdditionaZ proviBiong 

According to the scheme added to the Government proPosals the following 
conditions were attached to loans: 

(1) Within three months of the date on which a loan is granted the security 
demanded by the Ministry of Trade and Industry must be deposited under pen
alty of losing the right to draw the amount of the loan, unless the Ministry of 
Trade and Industry has agreed to prolong the period during which security is 
to be deposited; 

(2) The stipulated interest and amortization payments are to be paid to the 
treasury before the end of January of the following year; in case of default 
immediate repayment of the loan may be demanded without previous notice 
and interest will be charged the borrower on the unpaid interest and amortiza
tion payment at a rate corresponding to the highest discount rate of the Bank 
of Finland (not, however, less than 6 rer cent), such interest to run from the 
first day of January to the date on which payment is made; 

(3) The borrower shall furnish the Board of. Navigation each year before 
the end of June with evidence that the vessel is still in a seaworthy condition; 
and, immediately the repairs necessitated in the case of average have been car
ried out, with evidence that the value of the vessel has not declined by 50 per 
cent, or, in case the original loan amounted to more than half the vessel's 
value, below two-thirds of the original value of the vessel; 

(4) A detailed statement showin~ the extent to which .the borrower has made 
use of his vessel and with what results shall be furnished the Board of NaViga
tion each year before the end of December; 

(5) The Ministry of Trade and Industry has the right to demand repayment 
of a loan at a month's notice if the statement mentioned in the previous clause 
shows the business of the borrower to have declined materiallY during the 

850~~9 
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period of the loan or if during the period stated the qualifications of the bor
rower for a successful exploitation of his vessel have materially declined; and 

(6) A lonn must be repaid immediately if the vessel on which it was raise<.l 
is sold abroad. 

LATVIA 

Latvia, a former Russian province, declared its independence on 
November 18, 1918. The Republic is bounded on the east by the 
Union of Soviet Socialist Republics, on the north by Estonia and the 
Gulf of Riga, on the west by the Baltic Sea, and on the south bv 
Lithuania and Poland. With an area of 25,000 square miles it IS 
about the same size as West Virginia. Agricultural products, lum
ber, and wood products such as paper and matches are the most 
important. 

J' .... The Gulf of Riga and the Baltic Sea give the nation a seaeoast of 
340 miles, and the principal port, Riga, located on the north of the 
Gulf of Riga, is strategically well placed for the convergence of the 
main Russian railway lines. 

THE LATVIAN COMMERCIAL FLEET 

The Latvian merchant marine has increased rapidly during the 
period of the Republic. In a report of November 26, 1929. Acting 
Commercial Attache F. C. Sommer states that up to July 31, 1929, 
the national registry included 144 vessels of 170,000 gross tons. The 
development of the fleet is shown in Table 145. 

TABLE 145.-GBOWTH OF THE LATVIAN COMMERCIAL FLEET I 

Year 

192(1- __ ••••••••••••••••••••••• 
1921 •••••••••••••••••••••••••• 
1922 •••••••••••••••••••••••••• 
1923 •••••••••••••••••••••••••• 
1924 •••••••••••••••••••••••••• 

Total Oeet 

Year 
Number Gross 
of vessels tons 

45 11,146 1925 •••.•••••.••••••••••••.••• 
58 18, 664 1926 •••••••••••••••••••••••••• 
80 34, 021 1927 •••••••••••••••••••••••••• 
88 33,327 1928 •••••••••••••••••••••••••• 
116 48, 423 1929 •••••••• _._._ ••• ___ •• __ ._. 

TotalOeet 

Nnmber Gross 
of vessels tons 

100 52, 267 
117 66, 642 
122 86, 187 
119 106,081 
146 176, 932 

I Sources: Reports of Acting Commercial AttachA F. C. Sommer, Riga, Nov. 26,1929, and Acting Com
mercial Attach6 Basil D. Dahl, Riga, Mar. 6, 1930. 

The development of the merchant marine of Latvia is notable on 
account of the relatively large size of the vessel equipment. In the 
list of Latvian merchant vessels up to January 1, 1929, published 
by the Ministry of Finance, there are six ship.owning companies that 
own from five to seven vessels, each ranging from 3,800 gross tons 
to a minimum of 1,340 gross tons, with an average gross tonnage of 
about 2,300. 

LATVIAN MARITIME CREDIT 

Prior to the establishment of the State Mortgage Bank the Gov
ernment advanced the following sums for building, repairing, and 
acquiring vessels abroad: 1919-800 lats ($154 at the par rate of 
$0.193); 1920-47,452, lats ($9,158); 1921-187,064 lats ($36,103); 
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1922-232,961 lats ($44,962); 192~742,100 lats. ($143,225); 1924-
373,6601ats ($72,117); a total of 1,584,037 lats ·($305,719).e 

The State Mortgage Bank was established September 22, 1924, and 
took over the Government loans, which had then reaclled a total of 
1,700,000 lats ($328,100).10 In 1926 the bank loaned 402,500 lats 
($77,683), and by January 1, 1930, a total credit of 2,600,000 lats 
($501,800) had been extended by the State and the bank.l1 

The interest rate on shipping loans was 61;2 per cent in 1930. 
Pay rolls of Latvian ships are stated to be about 50 per cent less 

than for a British vessel; this is said to result in an economy of 6 
to 10 per cent of the value of the vessel annually, but in view of 
the higher interest rates in Latvia this advantage is reduced to 
5 per cent. 

PREFERENCES AND RESTRICTIONS 

RESERVATION 01' THE COASTING TRADE 

Commercial Attache Lee C. Morse, Riga, under date of May 23, 
1929, submitted the following translation and report on the coastal 
laws of Latvia: 

(1) Latvian and foreign citizens are permitted to carry on the trade of 
transporting goods and passengers with seagoing vessels. However, the pro
visions of article 2 hereunder must be observed. 

(2) Only vessels belonging to Latyian citizens or companies are permitted to 
operate in the coastal trade and on the inland waterways. 

If a foreigner inherits a vessel, or part interest in a vessel, from a Latvian 
citizen, this vessel loses its right to carry on shipping in the Latvian coastwise 
trade or on the inland waterways of Latvia after the expiration of one year 
from the date of the testator's death. 

(3) The enactment of the present law cancels articles 164 and 165 of Volume 
II, Section I, of the Commercial Code. 

From the above it is apparent that Latvia restricts coastwise trade to 
vessels entirely owned by Latvian citizens. 

The coastal trade of Latvia Is comparatively small. Official statistics 
secured from the Marine Department show that out of total entrances of 
5,162 vessels of 2,058,788 net tons and total clearances of 5,161 vessels of 
2.053.295 net tons at Latvian ports during 1929, only 1,321 Latvian vessels of 
185.998 net tons entered and 1,336· vessels of 188,224 net tons cleared from 
Latvian ports in coastal traffic. These figures do not include vessels under 20 
tons gross. 

EXEMPTION FROM FISCAL CHARGES 

IMPORT DUTIES 

Under date of June 25, 1930, Commercial Attache Morse reported: 
At a conference of the Latvian Customs Department held on June 13, 1930, 

it was decided. in order to aid the local shipbuilding industry, to allow certain 
materials and equipment required for shipbuilding purposes to enter Latvia 
duty free. According to this decision, in addition to boilers and machinery, 
~arts of same as well as materials for the construction of boilers, dredges, 
lIghters, pontoons, and other watercraft nnder the control of the Latvian 
Marine Department can enter free of duty. 

• Report by Acting C:;om.merclal Attacb6 C. J. Mayer, Riga, Feb. 10, 1925. 
10 The Latvian Economist for 1928. p. 51. 
U Report of Acting Commercial Attach6 Basil D. Dabl. 
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LITHUANIA 

Lithuania, which at one time reached from the Baltic to the Black 
Sea, was united with Poland in the sixteenth century and was 
divided, along with Poland, between Prussia and Russia in the 
several partitions at the end of the eighteenth century. 

The natural seaport of both independent Lithuania and inde
pendent Poland is Memel (Klaipeda), situated at approximately 
the middle point of the 45-mile coast line of Lithuania near the 
outlet into the Baltic of the Niemen River, down which the timber 
and grain of both countries reach the sea. The Niemen was made 
an international river by the treaty of Versailles, but the disposition 
of the seaport was not settled until early in 1923, under conditions 
which permit its joint use by Lithuania and Poland. The agricul
tural nature of Lithuania is not likely to be changed by the possession 
of a seaport. 

PROPOSED GOVERNMENT PURCHASE OF SHIPS 

The Government of Lithuania feels that the absence of a national 
merchant marine is incompatible with the development of the coun
try's prestige, and that therefore it would be desirable to place a few 
ships in service under the Lithuanian flag, even should Government 
subsidy prove necessary. In 1924 the British company, United 
Baltic Corporation (Ltd.), established a weekly freight and passen
ger service between London and Memel via Libau or Danzig. This 
action stimulated Lithuanian sentiment for a national fleet, despite 
the declaration of economists at the time that Lithuania did not have 
the necessary volume of trade to maintain its own ships on the 
Baltic and North Seas. Because of increased exports to Great 
Britain in 1929, however, the issue of a national mercantile marine 
was revived, .and in November, 1930, a special committee represent
ing certain Lithuanian export associations, a national seamen's 
society, and the Ministry of Finance of the Lithuanian Government 
was created to consider anew the purchase of ships. 

According to dispatches in the Lithuanian press, the British firm 
of United Baltic Corporation (Ltd.) offered the Lithuanian Gov
ernment its two vessels, Baltanllw and Baltriger, which could be 
placed in the London-Memel service under the Lithuanian flag. The 
sum said to be involved in the proposed deal is 4,000,000 lits 
($400,000). The United Baltic Corporation suggested that the 
Lithuanian Government create a joint-stock company to effect the 
purchase and operation of these ships. It is understood that the 
price of 4,000,000 lits was not final and that the United Baltic Cor
poration was willing to accept an equity in the company which 
would be formed. It is stated that liberal credit will be extended at 
6 per cent with no specific time limitations. 

It is understood that temporary abandonment of the plan was 
caused ~ a contract recently concluded in London bY' representatives 
of the Joint-Stock Co. "Maistas" and the United Baltic Corpora
tion (Ltd.) concerning the transportation of Lithuanian pork prod
ucts from Memel to London. The Joint-Stock Co. "Maistas" of 
Kovno and its subsidiary, Lietuvos Eksportas (Lithuanian Export), 
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in Memel control almost theentir~ pork-products exports of Lith
uania, and the establishment of a mercantile service under Lithuanian 
registry was projected, in the first place, as a means of fostering the 
export activities of these two slaughter and packing enterprises. 
With the conclusion of a contract with a foreign firm which guar
antees regular transportation to the British Isles ofJ.,ithuanian meat 
products, the question of a Lithuanian merchant marine loses its 
importance, although developments or general conditions in the 
market may change the situation. 

PREFERENCES AND RESTRICTIONS 

RESERVATION or THE .C~iASTING TRWE . 

• Coastal trade within Lithuanian territory is limited to small 
cargoes of bulk articles, such as cut lumber and logs, between the 
town of Russ on the delta of the Niemen- River and the port of 
Memel. DomeSti~ shlpp~g on the interior waterways is practically 
confined to barge shipping on the Niemen between Memel and Kovno. 
. Vice Consul Paul J. Reveley, of Kovno, reported, under date of 
July 21, 1929, that coasting trade in the territorial waters of 
Lithuania is restricted to vessels of Lithuanian registry, with one 
exception. The Lithuanian-German commercial treaty, ratifications 
of which were exchanged in February, 1929, provides that German 
vessels may engage in coastal shipping in Lithuanian territorial 
waters and, reciprocally, that Lithuaruan vessels may engage in 
German coastal trade. 

There are no Lithuanian laws which regulate the very limited 
amount of coastwise shipping. Lithuanian officials do not consider 
Russ a seaport, as shipping at this point and elsewhere on the 
Niemen is governed by the inland shipping regulations. The local 
port re~ations of Memel contain no reference to Lithu~nian coast
wise ShIpping. 

MEXICO 

The commercial fleet under the Mexican flag .consists of some 34 
vessels of about 41,820 gross to~ comprising power-driven vessels 
of 100 gross tons and upwards. ;:;even vessels of about 15,000 gross 
tons are owned by the Government; 13 vessels are of more than 1,000 
gross tons . 

. Until recently the Mexican Government has offered encouragement 
in the Mexican foreign trade to vessels of foreign nationality, while 
national shipping has. been promoted primarily along the lines of 
developing coastal services. However, on November 13, 1930, a 
general subsidy law was enacted which provided for various types 
of assistance to ships ~der Mexican registry. 

NAVIGATION BOUNTIES 

During the first 10. years of the present century the Mexican 
Government expended from $70,000 to $270,000 (United States cur
rency) annually in the maintenance of foreign-trade services between 
Mexico and other countries. The principal beneficiaries of these ex
penditures were the Pacific Mail Steamship Co., for services between 
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Durin~ the first year the law is in effect the Department of Com
municatIOns and Public Works may pay in advance to owners of 
contract vessels which are to be subsidized according to the amount 
of freight carried the sum of 5 pesos ($2.49) for each gross ton of 
the vessel, subject to surety or performance bond by the owner. 
(Art. 17.) 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Mexico reserves its coastwise trade to national vessels except in 
certain specific cases. The National Navigation Lines (Lmeas 
Nacionales de Navegaci6n) was created for the purpose of stimurat
ing and facilitating national services in coastwise shipping. By 
decree of April 27, 1926, published in the Diai'io Oficial of May 3, 
1926, the directorate of the company was made a dependency of the 
Federal Executive Power, whose I;lurpose was to organize, direct, 
and administer the merchant marme owned by the nation. The 
directorate was composed of a director, a consulting board, and other 
employees, qualified to enter into contracts, to operate the lines, and 
to establish freight and passenger rates, subject to the approval of 
the Department of Communications and Public Works. _ 

The decree (art. 10) also provided for the distribution of profits 
in the following manner: Fifty per cent for increasing and replacing 
tonnage; 20 per cent for a special reserve fund; 30 per cent to be 
divided-5 per cent to the consulting board, 3 per cent to the direc~ 
tor, 4 per cent to captains of ships, 4 per cent to engineers of ships, 
10 per cent to officials and seamen, and 4 per cent to employees. 

The operations of the National Navigation Lines has been con
fined to the Pacific ports of Mexico, with extension to Los Angeles 
and San Francisco, Calif. It is reported that the lines have been 
operated at a loss. 

PANAMA 
GOVERNMENT GUARANTY FOR COASTING TRADE 

Law No. 23 of 1924, dealing with the coasting service of Panama, 
provides: 

ARTICLE 1. Those enterprises already established or which may be established 
or organized in the country to place one or more modern steamships into the 
exclusive national coastwise service are declared of public utility. 

ART. 2. All vessels which may be introduCed into the country to aid the 
service referred to in the previous article shall be exempt from the payment 
of import taxes; and the Government shall guarantee to the enterprises which 
may introduce them annual interest at 4 per cent for- five-years on the capital 
actually invested in the purchase or construction and equipment of the vessels, 
proving this to the satisfaction of the Government, so long as the cost of the 
vessel does not exceed $200.000. 

ART. 3. For this concession the enterprise must fulfill the following re
qUirements : 

(a) That the vessel or vessels be new, and if this is not possible that they 
be not more than 5 years Old, duly proving such circumstance to the GOY
ernment; 

(b) That the enterprise place In operation at least one vessel of 500 tons 
register with capacity for 80 first-class passengers and 80 second and third, 
prepared to transport dead-weight freight, and at least 200 fat young steers; 
also equipped with refrigerating space with capacity up to 10 tons to serve as 
space for fruits or perishable articles; 
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(c) That the larger vessel rcferredto above develop a speed of at least 14 
knots. 

The speed requirement referred to in this article is necessary only for those 
vessels which are engaged in traffic with ports of the Province of Chiriqui; 
with Aguadulce, in the Province of Cocle, and with Sona and Mutis, in the· 
Province of Veraguas. Vessels engaged in traffic between the remaining ports 
of the Republic may have less tonnage and less speed, but in order that the 
national treasury concede and pay the annual 4 per cent on the capital in
vested in them they shall not have been constructed more than five years nor 
shall they use other fuel than mineral coal or crude oil. 

ART. 4. The enterpriseS or owners of vessels desiring to accept the advan
tages which this law stipulates and who so signify before the Secretary of 
Finance and Treasury shall, during the five years in which they, profit from 
the guarantee of the 4 per cent be obliged to render the following services: 

(IJ) Carry free of charge the national mails ; 
( 11) Transport merchandise destined for the Government for public service 

and national enterprises at 40 per cent reduction from the usual tari1f; 
(0) Conduct free of charge the nationally employed personnel which the 

Government may send on official commissions, and the follOwing public of
ficials: The President of the Republic, and the Secretaries of State, the Magis
trates of the Supreme Court of Justice, the National Attorney General, the 
provincial governors and the delegates to the National Assembly; 

(d) Make, according to requirement, three monthly journeys with fixed 
itinerary between the Port of Panama and the ports of the P10vince of 
Chiriqui, and those which the Executive power may establish, according to the 
importance of the traffic, between the other ports of the country. 

ART. 5. The Executive power shall make this law public outside the country. 
ART. 6. The Executive power is given authority to vote the special credits 

indispensable for fulfilling article 2 in case some entE'rprise may accept this 
law before the meeting of the National Assembly in its next sessions. 

ART. 7. Before the advantages offered in articie 3 are Conceded to any vessel, 
it shall be examined by the inspector of the respective port and by an expert 
recommended by the naval authorities of the Panama Canal. If in the judg
ment of these the vessel should not meet the required conditions, the concessions 
shall not be granted. 

ART. 8. The existing enterprises in the country which may increase the num
ber of their vessels, fulfilling the conditions required in articles 2, 3, and 4, 
shall have the right to the guaranty of the· 4 per cent on the value of the 
additional vessels which they may put in service within nine months after 
the publication of this law and if they may have fulfilled the obligations which 
they have contracted with the Government. 

PERU· 

PERU'S COASTWISE SmpPING LAW 

The sea is the only means of communication between many sec
tions of Peru, and the national merchant marine has been considered 
inadequate to render all the service necessary for Peruvian domestic 
trade. This has been considered the principal reason for the- delay 
in adopting a coastal restriction ·law. Such laws were enacted, but 
were not made operative until law No. 6207 finally went into effect 
on November 15, 1929. Among the principal provisions of law 
No. 6207 are: 

1. All Peruvian coastal trade is restricted to Peruvian vessels; 
2. Peruvian vessels are required to maintain weekly services north and 

south under approved freight rates; 
3. Peruvian vessels are to have preferred dispatch over foreign in the 

matter of port services, etc.; 
4. Passenger and mails are not limited to Peruvian vessels; 
5. Foreigu cargoes brought on Peruvian vessels may remain in custom

houses for six months without charge; 
6. Crews of Peruvian vessels may load and discharge cargo, but this 

is forbidden on foreigu vessels. 
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This law was to have come into force six months from ~he date of 
promulgation, May 14, 1928, but because 9f v!1rious conflictmg,devel
opments it remained inoperative until ~ovember 15, 1929, as just said. 

SPECIAL EXEMPTION IN FAVOR OF CHILEAN COMPANY, 

Article 12 of the coastal law reads: "If' for any reason the coast
wise commerce suffers detriment as a result of this law, the Execu
tive Power is authorized 'to' extend the privileges of it to any 
foreign .ship or company-and .for ,whatev~er period .is , considered 
appropriate." Under thIS prOVISion a speCIal exemptIOn was made 
in favor of t~e Comrafiia S~d Ame~ican,a de Vapores (South Ameri
can SteamshIp Co. of Chile" whICh has been one of the largest 
operators in ,the Perqvian trade. Accordingly a contract was, ,con
cluded on October 26, 1929, by, which the company's steamers ,were 
accorded all the rights of Peruvian vessels in the coastal trade except 
those under articles 8 and 13 of the law,which deal with the 
nationality of crews and naval-reserve !;ltatus of vessels. 

The contract was effective from November 15, 1929, to December 
31, 1930, and specifically provided' that the privileges and rights 
,under the contract should not be, extended' to any 'other navigation 
company or to foreign vessels. In exchange for the concession the 
Chilean company a~reed to pay the Peruvian, Government £P15,OOO 
($60,000 at the st,!lbIl~zed rate of $4) in equal quarterly pay~ents. 

MODIFICATION OF JULY 7. 1930 

Important changes in the coastal law of Peru· were reported by 
Vice Consul Archibald E. Gray, Callao-Lima. On July 7, 1930, a 
supreme decree was passed modifying the resolution of November 25, 
1929, and, limiting the transportation of petroleum derivatives in 
cases and cylinders to, vessels flying the Peruvian flag. The resolu
tion of November 25, 1929, which. brought the coastwise shipping 
law into effect, specifically exempted the South American Steamship 
,Co. of Chile from its, provisions, permitting it to engage in the 
Peruvian coastwise .trade iIi return for an annual payment for the 
privilege. The new decree deprives the Chilean' company of its 
,preferential position among foreign companies in so far as petroleum 
derivatives are concerned. ' ' 

SUBSIDIES TO PERUVIAN STEAMSHIP CO • 

. . For a quarter of a century the Peruvian Government has adopted 
various measures with the object of promoting a national steamship 
line, the latest of which is' a decree issued January, 8, 1931, reorgan
izing the respective positions of the Peruvian Steamship Co. and the 
Government. The steps leading up to this action were thus briefly 
outlined by Commercial Attache Charles H. Cunningham, Lima: 

LAWS OF 1906-1913 

Oreation of PerlJll)ian SteamsMp 00., Law No. 194 of February 6, 
1906.-This law created the Peruvian Steamship Co. and granted an 
annual subsidy of £P30,000 ($145,995 at par of that day) for 15 
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years, the amount being guaranteed by the revenue obtained from the 
match industry. SupplIes imported by the company were to be 
admitted free of customs duties. 

Ewtension of term of subsidy, LOIW No. 1059 of February 29. 
1909.-This law extended the term of the original law to 21 years; 
durin&,. which the company was to receive subsidies of £P30,000 
annually. This was necessary in order to cover the financing of +.he 
compan:v. The company was financed by a stock issue of £P300,000 
($1,459;950). Of this issue it became necessary for the Government 
to sumscribe £P128,690 ($626,270), the amount to be amortized 
through the subsidy arranged. 

Subsii/ty advances, LOIW No. 1(lJ9 of March 31, 1909.-This law 
authorized the Government to pay to the Peruvian Steamship Co. 
£P171,500 ($85,165) due on the subsidy of £P30,000 for the year 1908. 

S'WJsidy increase, LOIW No. 1798 of January 11, 1913.-This law 
provided an additional subsidy of £P15,000 (573,000) anuually for a 
term of 29 years. 

Fwrther increase, LOIWo No. 1845 of October~, 1913.-By this law 
the subsidy of £P15,000 created by the law of January 11, 1913, was 
increased to £P22,550 ($109,740). This subsidy was to be applied 
in contracting a loan for £P250,000 ($1,216,625),70 per cent of which 
was to be expended in taking up the debts of the company, which 
then amounted to £P243,500 ($1,185,000), and the remainder was to 
be used for workinO' capital. The law stipulated also that if the 
venture were profitable such profits were to be applied to liquidating 
the £P7.,,500 increase of subsidy provided by this law over that 
provided by Law No. 1798. 

REVISION OF 1918 

During the period of the W orId War the affairs of .the Peruvian 
Steamship Co. so prospered that it was enabled to take up many of 
its obligations. By Law No. 2741 of May 17 1918, the Peruvian 
Government was released from the obligations of the laws cited above 
and, instead, undertook to guarantee, for 30 years, an 8 per cent divi
dend on shares in the company not owned by the Government, the 
company to assume and take up the loans for which it had contracted. 
It was agreed that the Government should receive, on shares held 
by it, a maximum dividend of 6 per cent from the profits of thE' 
company. 

The law of May 17, 1918, further specified that when the company 
had taken up its loans the shareholders were to appoint four mem
bers of the directorate and the Government two. Press comment 11 

indicated that the company was able to take up its obligations and 
did in fact do so; that large dividends were distributed, but that the 
Government still retained control through a majority representation 
on the directorate; also that only £P165,000 ($802,975) was actually 
paid to the company by the Government. 

u LIma Chamber of Commerce Bulletin, January, 1931. 
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On January 8, 1930, the company was declared in liquidation by 
presidential decree, under the terms of which the Government as
sumed the administration of the 1Ieet and Callao docks, and the 
company was ordered to deliver to the superintendent general of 
customhouses the steamers, docks, launches, machinery, tools, furni
ture, and all other property on the books of the firm. 

REORGANIZATION OF 1931 

The difficulties surrounding the administJ:ation of the Peruvian 
Steamship Co. assumed the form principally of a general controversy 
as to unpaid subsidies, which the company for a number of years 
carried in its balance sheet as a liability item of £P455,000 ($2,214,-
250 at pre-war par, or $1,820,000 at the stabilized rate of $4) as 
"capitalized subsidies." This led, in the general reorganization of 
1931, to specific budgetary undertakings to establish new obligations 
and the cancellation of old ·obligations on the ;part Of the Govern
ment. The only direct subsidy of the new law IS interesting in that 
it is limited to an amount equal to the payment made by the South 
American Steamship Co. of Chile to the Peruvian Government in 
consideration of the contract previously discussed. The decree of 

. January 8, 1931, provides: 
1. The Ministry of Fin;mce is authorized to return to the Peruvian Steam

ship Co. the shares which the Government has in the company. These shares 
shall be sold in the local market, excluding foreign steamship companies. All 
transfers to foreign shipping companies shall be annulled by the Government. 
The proceeds of the sale shall serve to pay the debts of the Peruvian Steamship 
Co., and the balance, if any, shall be applied to overhaul and administer the 
shiPIJ of the company. 

2. The Peruvian Steamship Co. shall be given a subsidy of :£P120,OOO 
($480.000 at the stabilized rate of $4) annually. which is equivalent to the 
sum paid to the Govel'Jlllll!nt by the Compaiiia Sud Americana de Vapores for 
the right to participate in the coastwise shipping, until December 31, 1932. 

3. The Government shall include in the general budget for 1931 the item 
referred to in the supreme resolution of July 25, 1930. for the payment of 97,383 
soles ($38,953 at $0.40 to the sol) to the Bank of Italy, which payment shall be 
considered as additional to the subsidy referred to in article 2. 

4. The Peruvian Steamship Co. shall be granted free postal and telegraphic 
service and exemption from cable tax, from dues payable on entry and clearance 
of lighters, and on transshipment of coal and merchandise in transit. payable to 
the Terminal Maritimo, it being understood that the services given by the 
Terminal will be on the company's cargo. 

5. The obligations taken over by the Government, as per laws Nos. 194. 1059. 
1079, 1845, and 2741, shall be considered as canceled, and therefore the sum of 
5.693,795 soles ($2.277,518) charged to the Government for subSidies granted 
shall be eliminated. 

6. The general meeting of the shareholders of tile company will take steps 
toward the application of this decree in accordance with the Commercial Code 
relative to stock companies. The acceptance of this decree by the company and 
its creditors shall be duly legalized in the deed to be issued in due time. 

A further subsidy of 50,000 soles was authorized by decree of March 
31, 1931, according to Commercial Attache Charles H. Cunnin~ham, 
Lima, April 25, 1931. This subsidy represents a sum payable to the 
Government by the International Petroleum Co. in compensation for 
the privilege of using their vessels and tankers in the transportation 
and supply of fuel oil, gasoline, and kerosene along the Pel'llvian 
coast. . 
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POLAND 

Poland is the sixth nation of Europe, with a popUlation of 27,000,-
000 and an area almost equal to that of New York, Pennsylvania, 
,Virginia, and the N:ew England States combined. Its access to the 
Baltic is through the ports of Danzig and Gdynia. Danzig, almost 
continuously for 350 years a, free city under allegiance to Poland 
and transferred to Prussia by the Conference of Vienna in 1814, 
was made a: free city under the League of Nations by the treaty of 
1919 and is subject to Polish diplomatic and customs regulation. 
Now that Poland's territorial limits are fixed, the Polish Government 
has established Gdynia; a port of its own, on the Baltic' (Bay of 
Danzig) in Polish territory and outside the free-city zone; 

Poland eommands exactly 75 kilometers (46.6 miles) of seacoast. 
The only port of any importance is Gdynia, just mentioned, with a 
population of 25,400. Tczew, another port located near the mouth of 
the Vistula, has a pOI?ulation of ab?ut 17,0?0. Puck (Putzig) is a 
base for the small PolIsh Navy and IS a fishing port, WIth a popUla
tion of 3,000 to 4,000. There is no trade between the various ports 
mentioned. Poland has supervision over the foreign relations' of the 
Free City of Danzig, and its ports have a certain amount of trade 
with Danzig. , 

Poland furnished most of the coal and ore and much of the manu
factured iron with which the shipyards of Danzig and Stettin were 
supplied, but is without steel-ship building facilities of its own, as 
the German Schichau yards are within the Danzig zone. The Ger
man naval shipyard and railroad shops are outside the zone limit 
and, under an international board of administration on which Poland 
is represented, afford opportunitieS for the building of such Polish 
merchant and Government ships as the finances of the country permit. 

THE PORT OF GDYNIA 

The active interest of the Government has been directed princi
pally toward (1) the building ofthe port of Gdynia and (2) develop
ment of Ii Government-controlled steamship company. 

Regarding the port, Consul Charles H. Heisler of \Varsaw advised 
under date of June 30, 1929: 

Construction of the port of Gdynia has so far cost the Polish Government 
about 250,000,000 zlote ($28,050,000 at the stabilized rate of $0.1122), of which 
actual wOl'k on the port consumed approximately 110.000,000 zlote ($12,342,000). 
The remainder went toward the construction of the railway station, railroad, 
post office, and water-supply system and the purchase of vessels for the Polish 
merchant marine. It Is stated that work on the port during the next five years 
will cost the Government an additiouaI150,OOO,000 zlote ($16,830,000). 

The PoUsh State budget for the fiscal year 1929-30 provides a fund of 
30,000.000 zlote ($3.366.000) to be expended on the development of the port, 
in addition to which other special funds are to be allotted from time to time 
as need arises. The present handling capacity of the port is about 200,000 
metric tons monthly, but after the basins are all completed the capacity will be 
iJicreased to about 9,000.000 tons a year. 

Development of the town of Gdynia is also proceeding rapidly, and will soon 
become a modern city with numerolls l>ull~nf!ss. 110uses, banks, and branch office§ 
Pt Polisl1 an4 torei~ l!!m,cel1lS, 
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THE GOVERNMENT FLEET 

Prior to the purchase of 3 passenger ships from the East Asiatic 
Co. of Copenhagen, the Polish Government owned 9 cargo and 4 
pas~enger vessels. In .respect to the acquisition of the East, Asiatic 
vessels and their J?roposed operation to New York, the British ship
ping journal, FaIrplay, in its issue for March 13, 1930, has the 
following to say: 

An important sale of tonnage' abroad has this wrek taken' place, 'the East 
Asiatic Co. having sold its three passenger liners to the Polish Government, 
represented by the Government steamship comp.any~ the Zegluga Polska, Gdynia. 
The vessels concerned are the Polcmia (ex 'K1IiTsk) , 7,500 gross tons, built in 
Glasgow in 1910; Litmlm-ia '(ex Ozaritza), 6,522 gross tons, built in Glasgow in 
1915; and Estonia (ex Ozar), 6,345 tons gross, built in Glasgow in 191.2; These 
steamers were originally built for the Russian East Asiatic Co.,' Ii. subsidiary 
of the East Asiatic Co., Copenhagen, but after the war the steamers were taken 
ove!;. by the East Asiatic Co. itself, which then inaugurated the 'Baltic-American 
Line for the operation of the vessels in the regular passenger and 'cargo service 
between the Border States and New York. However;' this business' falling 
somewhat outside its ordinary sphere, the East Asiatic Co. has been desirous 
of disposing of the vessels, and this desire has now resulted in the arrival at 
an arrangement with the Zegluga Polska, Gdynia. The purchase sum amounts 
to 18,000,000 zlote ($2,019,600) for the three vessels, of which 4,700,000 zlote 
($527,340) is being paid in cash. 

To operate the vessels, which will remain iIi their present service between the 
Border States and New ;York, a new company will be formed, with a share 
capital of 9,000,000 zlote ($1,009,800), in which the East Asiatic Co., Copen
hagen, is partiCipating as shareholder to an amount of 4,300,000 zlote ($482,460). 
In this way the East Asiatic Co. continues to be financially interested in the 
steamers, whereas the working of the line will be entirely in the hands of the 
Zegluga Polska, which will be represented in the new company with 52.2 per 
cent of the shares. For some little time to come the vessels, will be manned 
with Danish officers and crew, but according to the terms of sale the vessels 

, are within a year to be fully manned with Polish officers and crew. 
Another Danish steamer has this week been purchased and taken over by 

the Zegluga Polska on behalf of the Polish Government, namely, the cargo 
steamer Helga, of about 1,600 tons dead weight, Under the name of· Ohorzo'lO 
the steamer to-day left Copenhagen for Gdynia.-

AID TO SHIPPING AND SmPBIDLDING, 

DECREE OF DECEMBER 22, 1925 

In regard to Government aid to Polish commercial shipping, As
sistant Trade Commissioner L. J. Cochrane on January 26, 1926, 
reported: 

By Decree No. 891, published in Dziennik Ustaw No. 125 of December 22, 
1925, the Polish Government is empowered: , 

(1) To grant credits to or give guaranties for credits obtained abroad by 
Polish shipbnilding and navigation companies when such credits are to be used 
for necessary construction, purchase of vessels, etc.; 

(2) To grant subsidies to navigation companies which construct vessels in 
Poland or which maintain a regular sea service. The subsidy is to be based 
on the size of the vessel, on the route, on speed, and ,on the regularity with 
which the schedule is maintained, and is conditional on the vessel's calling at 
ports designated by the Polish Government for the purpose of transporting 
mails; 

(3) To grant facilities for the transportation of material for the construction 
of vessels by Polish companies and for the transportation of materials to be 
shipped via a Polish vessel; 

(4) To give special financial guaranties to Polish insurance com{llllli\!fi ~Il.rry
log marip.e insurance; 
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(5) To lower' port charges, customs duties, railway charges, etc., in favor 
of Polish shipbuilding companies; and 

(6) To free Polish shipbuilding companies partially or wholly from all taxes 
and dues for a period not exceeding 15 years. 

The subsidies are granted on the recommendation of a committee which will 
be appointed by the Ministry of Industry and Commerce. 

DECREE OF NOVEMBER 29, 1931l 

Further aid to Polish shipping enterprises is provided by a decree 
of the President of the RepUblic of November 24,1930 (published in 
Dziennik: Ustaw No. 80, November 29, 1930): 

Industrial and transportation enterprises which, prior to the end of 1935, 
had their residence in Gdynia or will have been established there, can be ex
empted, in exceptional cases meriting special consideration, by the Council of 
Ministers for a period of 10 years from national industrial taxes collected pur
suant to Chapter I of the law on national industrial taxes, the text of which was 
established by a regulation of the Minister of Finance of April 30, 1925 (Dzien
nik Ustaw No. 58) ; provided these enterprises make before the end of. 1935 
investments of special importance for the extension and economic development 
of the city and port of Gdynia. 

Requests for exemption will be submitted to the Council of Ministers by the 
Ministers of Industry and Commerce and of Finance. 

Enterprises and works which have been exempted, in compliance with the 
above, from national industrial taxes will be liable for regular industrial taxes 
levied by communities and communal institutions as mentioned in article 120 
of the above referred to law on national industrial taxes. 

PREFERENCES AND RESTRIcrIONS 

RESERVATION OF THE COASTING TRADE 

There are no regulations governing the coasting trade of Poland, 
Commercial Attache Clayton Lane, of Warsaw, reports; but the 
principle is that this trade is restricted to Polish ships. A special 
agreement with the Free City of Danzig extends thIS privilege to 
ships of Danzig registry. Navigation treaties with other countries 
usually recite that the coasting trade is not covered by their lrovi
sions. The following article of the Polish-Japanese treaty 0 com
merce and navigation is typical: "The coastmg trade of the high 
contractin~ parties is excepted from the provisions of the present 
treaty, and shall be regulated according to the laws of each of the 
hi*h contracting parties." (Journal of Laws No .. 5 of 1925, art. 17.) 

'The Polish commercial fleet, now [May, 1929] numberina 12 
freight ships of an aggregate tonnage of 42,000 re~ister tons,'~ the 
commercial attache stated, "is used almost exclUSIvely in export 
business, the coasting trade being served satisfactorily by a few 
barges and similar small craft." 

RUMANIA 

Rumania's political, economic, and financial position was greatly 
altered by the World War. The area of the country was more than 
doubled by the addition of Transylvania, the Banat, Bukowina, and 
Bessarabia, and the population was increased from 7,500,000 to 
17,000,000. These territories and their populations had been under 
the rule of the three absolute monarchies which surrounded Rumania 
prior to the World War-Hungary, Austria, and Russia. 

Commercial shipping in Rumania, though small, is State owned 
and assisted. In the realignment of economic legislation by which 
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to develop the natural resources and industry of Rumania the prin
ciple of Government interest in the general scheme was thoroughly 
analyzed and classified, and the various State monopolies or com
mercial enterprises were placed in definite categories in the public 
interest. Direct State exploitation, lease or concession, and mixed 
administration represent the various relationships of the State with 
these activities. The enterprises themselves are divided into two 
groups-(a) those of general interest, performing services concerned 
with national safety and defense, or monopolies such as railways, 
postal services, telephones, and telegraphs, and (b) those of purely 
commercial and industrial character which are State owned but are 
not monopolies. Under the latter head are mines, forests, fisheries, 
metallurgical works

t 
various industries, river and ocean steamship 

services, etc., owned by the State. 

STATE MARITIME SERVICES 

From 1897 the Government directly operated services between the 
Black Sea ports of Rumania and Constantinople (Istanbul), Rotter
dam, Alexandria, Smyrna, and PirmU8. By 1910 these services em
ployed 17 and 18 knot vessels of approximately 3,000 gross tons. In 
the period of reconstruction following the war the revenues from the 
State-owned marine were 'but one-fourth the budget provisions for 
its operation. The budget estimates for 1924-1927

i 
with the revenues 

from operations for these years, are shown in Tab e 147. 

TABLlII 147.-BuooJ!l'r ESTllUT1!8 AND OPERATING REvENUES, RUlUNlAN MABmE 
SERVICE, 1924-1927 

Year 
Budget opo Operating 

"':a~ '1":' revenues, lei 
Lei 

1924._____________________________________________ 235, 940, 000 

!=::::::::::::::::::::::::::::::::::::::::::::::J ~ ~ 5l 
45, 467, 537 190, 532, 463 
28, 174, 747 141, 82S, 253 
70, 173, fi30 148, 442, 370 
41,951,144 181,048,856 

Equivalent 
in Uuited 
States C1JI'o 

rencyl 

$948,850 
685, 000 
685, 800 

1,087,600 

I Couvertad at $0.00498 to the leu for 1924, $0.00483 for 1925, $O.OIH62 for 1926, and $0.00604 for 1927, the 
annual BVeruge u:change values (or those yOU!!. 

The seagoing fleet of the ocean services in 1928 included 12 vessels 
of 32,000 gross tons. The stimulation toward private enterprise 
caused by recent policy and reorganization has created some small 
ventures, so that on July 1, 1931, Lloyd's Register credited Rumania 
with 31 vessels (of 100 gross tons and upwards) having a total gross 
tonnage of 65,921, including also vessels of this classification in the 
State-owned river fleet. The Rumanian Sea Services (S. M. R.) 
in 1927 carried 204,000 tons and in 1928, 170,000 tons of cargo. . 

REORGANIZATION OF 1929 

On August 2, 1929, a law was passed which changed the governing 
body of the Rumanian maritime services, the General Directorate for 
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Ports and Waterways Communication (which waS created in March, 
1908) into an independent and 'autonomous public commercial admin
istration.Is . The new body will concern itself primarily with port 

'and river conditions, inasmuch as the river and ocean services have 
their own special·organi~ations under the auspices of a public com
mercial admWstration; but until the river and ocean services reach 
a proper commercial develo~ment they will be included within the 
new administration; as likeWIse will the Severin shipyards. 

Included in the functions of the new organization are the maritime 
port and' entrepot of Constanza, the' river port!? and entrepotS' of 
Braila and Galatz, the navigable waterways, and the police supervi
sion of ports and navigation. Provision is made for local participa-

. tion in the exploitation of the principal ports where free zones shall 
be created. . 

The administrative council of the new administration will be made 
uf of representatives of the Chambers of Commerce and Industry 
o Braila, Constanza, and Galatz, and of the Ministries of Communi
cations, Agriculture, Finance, and War. The council has full powers 
concerning administration and operation. During the first 10 years 
the law allows the independent treasury of the ports and waterways 
administration toretain its revenues in order that they may be used 
for the execution of major works. Upon expiration of this 'period 
'the Council of Ministers will fix the share which the orgaruzation 
shall cover into the public treasury. 

STATE CONSTRUCTION' ALLOTMENTS 

From the international loan contracted in February, 1929, thl:' 
Government- allotted 2,000,000,000 lei ($12,000,000 at $0.006 to the 
leu) for renewal of vessel and port equipment. 

The Rumanian Sea Services (S. M. R.) were allotted 1,000,000,000 
lei ($6,000,000) for the construction of six steamers, of which three 
passenger steamers will be of 6,000 gross tons and three mixed pas
senger and freight vessels of 6,500 ~ross tons. These vessels are to 
be constructed according to the mail-ship type of France and will 
cost 950,000,000 lei ($5,700,000). . 

The River Navigation Service (N. F. R.) was allotted 400,000,000 
lei ($2,400,000) for the construction of two vessels for the Galatz
Turnu-Severin and the Galatz-Sulina lines on the Danube, as well 
as for 30 barges for the Danube and 20 barges for the Pruth, in 
addition to tankers and tugboats. 

The balance of approximately 650,000,000 lei ($3~900,000)was to 
be allotted for port equipment.H 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

RIVER-PORT TRAFfiC 

Restriction of coasting trade in Rumania was reported by Com
mercial Attache Sproull Fouche, Bucharest, under date of July 20, 
1929: 

U Lea Forces economlques de \a Roumanla en 1929. Banque Marmorosch. Blank .. C1e4 
Buchareat, p. 72. 

It Report of Consul General B. B. Palmer, Bucharest, Apr. 25, 1929. 
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By far the most important domestic water traffic of Rumania is that carried 
on between the Danube River ports, especially between upper-river points and 
Sulina at the mouth of the Danube, to which Ia:tter. port large quantities of 
grain are lightered down for shipment abroad during the winter season when 
the river is closed by ice. All of this transportation is carried out with lighters 
and tugs of the .. N. F. R." (Navigatiunea FluviaIa: Romana), Government 
owned, and the .. S. R. D." (Soc. Anon. Romana de Navigatiune pe Dunare), 
which is a semigovernmental institution. -

Under article 22 of the Statut Definitif du Danube no transportation between 
Rumanian river ports can be carried on by other than Rumanian vessels except 
under agreement with the Rumanian authorities. No such agreement is in 
force as to merchandise, hence all foreign shipping lines are excluded from this 
freight business. In urgent cases special permission is sometimes granted by 
the Rumanian authorities. 

The foreign lines now permitted to transport passengers between 
Danube River ports are the Rhein-Donau-Express-Schllfahrts-A. G. 
(Austrian), Bayerischer Lloyd (German), Donau Dampfschiffahrts
gesellschaft (Austrian), "s. R. N." (Societatea Romana de Navi
gatie) (French), and "M. F. T. R." (Magyar Folyoes Tengeri 
Reszvenytarsasag) (Hungarian). A little traffic is carried on the 
Pruth by small private Rumanian enterprises. 

OCEAN-PORT TBAFFIC 

Rumania has only two maritime ports of any importance, Sulina 
and Constanza, but ships occasionally call at Balcic and Mangalia 
and take on frei~ht in the roads. The river ports of Galatz and 
Braila are accessinle by ocean-going vessels of 18 to 23 foot draft, 
depending upon the varying bar depth at Sulina. A small amount 
of merchandise and a few passengers are carried between Galatz, 
Braila. Constanza, and Sulina by the Rumanian lines named above. 

No foreign ships are permitted to engage in this maritime traffic 
except by agreement with the Rumanian port authorities. No such 
agreement now exists and the traffic is carried on exclusively by ships 
operating under the Rumanian flag. Should the Rumanian lines not 
re able to handle the traffic, an agreement with foreign shipping 
companies would be made promptly, but, so far, no necessity has 
arisen for ~ntering into an agreement of this sort. 

EL SALVADOR 
POSTAL CONTRACT SERVICES 

In the concession granted to all mail-carrying steamship lines by 
the Salvadorean Government the tonnage tax is waived. In ex
change, Vice Consul Latimer states, the steamship lines are obligated 
to carry first and second class mail without compensation from this 
Government." 

The Government of El Salvador has entered into a joint contract 
for the carrying of mail with the Kosmos Steamship Co., of Ham
burg, and the Roland Line, of Bremen. This new agreement can
cels the contract of October 28, 1926. The new contract is similar 
to those held by all the shipping companies handling mail for this 

. country. A summary of its more important provisions was furnished 

.. J!A!port ot Vice CoDS1Jl F. P. Letllner, ,r., Sail Salvador, Feb. 11, 1930. 

~5083-32--40 
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by American Minister Warren D. Robbins, San Salvador, Janu
ary 12, 1931: 

1. Ships are exempted from carrying papers visaed by a consul of 
EI Salvador when circumstances render the obtaining of a visa 
impossible. . 

2. Each company is obligated to transport free all classes of mail 
and parcel post from EI Salvador to any port of call. 

3. Ships will not be delayed to receive mail. 
4. Ships will be received, worked, and dispatched on any day. 

They will not be received at night without special permission. 
5. Ships will have the same privileges as other mail ships, such as 

those of the Pacific Steam Navigation Co., the Cie Generale Trans
atlantique, etc. 

6. Chartered ships or those of the Hamburg-American Line (with 
which the Kosmos Line has merged) and the North German Lloyd 
(with which the Roland Line has merged) will come under the terms 
of this contract. 

7. Ships may deposit at the customhouses, without charge, freight 
for transfer to other ships when necessitated by unforeseen 
circumstances. 

8. Ships are obligated to carry troops and munitions of the Sal
vadorean Government at a reduction of 50 per cent. 

9. No port or municipal duties will be levied against the compa
nies' ships, and the companies sh~ll receive free telegraphic, tele
phonic, and postal service locally. 

10. Eighty per cent of the local employees must be Salvadoreans. 
11. Free passage must be provided for the President, his ministers, 

and subsecretaries of state to any port, and free passage must also be 
provided between Salvadorean ports for Government inspectors of 
communications. 

12. The companies agree to give a 20 per cent reduction to diplo
matic and consular officers of EI Salvador. 

13. Disputes regarding terms of this contract are to be arbitrated 
in EI Salvador. . 

14. Consular and sanitary services must be paid for by the 
companies. . . 

15. This contract terminates two years from October 29, 1930, 
renewable automatically unless four months' notice of termination 
is given at any previous time. 

TURKEY 
THE TURKISH COMMERCIAL FLEET 

The Turkish commercial fleet on July 1, 1931, comprised 190 vessels 
of 179,287 ~ross tons, or approximately 50,000 tons more than the 
tonnage regIstered before the World War. Of this tonnage 23 ves
sels were over 2,000 ~ross tons; 44 vessels were owned by the Seir 
Sefaine (Turkish ShIpping Board), of which 7 were of more than 
4,000 gross tons and 25 of less than 1,000 gross tons. The tonnage is 
in most instances quite old. The Seir Sefaine is the only shipping 
orO'anization in ~ossession of larger vessels. 

The comparatively small tonnage of the Turkish merchant fleet 
at the outbreak of the ?'!!r was due primarily to the inability of the 
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Ottoman Empire to reserve Turkish coastal trade to vessels under 
Turkish registry.l6 Foreign competition was detrimental to the 
proper development of the small navigation companies. The Seir 
Sefaine was an exception. This organization was subsidized by the 
Turkish Government, owned some vessels of large size, and became 
the nucleus of the merchant marine. 

Since July 1, 1926, the coastwise shipping trade of Turkey and 
various port activities and maritime J>ursuits within territorial waters 
have been restricted to the Turkish flag and to Turkish citizens. 

MEASURES IN AID OF THE MERCHANT MARINE 

Coasting reservation is one of many restrictive measures adopted 
by the Turkish Government in 1926 in an effort to build up a purely 
Turkish Moslem state. Owing to the extensive seacoast, the stra
tegic location of Istanbul (Constantinople) and Smyrna in relation 
to the Levant trade and of Samsun to the Black Sea trade and to the 
projected railway into the interior, the restrictions of ihe law of 
April 19, 1926 (CJ.uoted below), should prove a great stimulus to the 
development of mdependent national shipping so far as available 
capital and national enterprise may permit. 

The complete exclusion by this law of foreign shipping from a 
coasting trade that had been carried on principally by Greek and 
Italian vessels caused some disturbance among shIppers, and this 
served to place shipping in a position to command public attention. 
Later in 1926 a commission which had been formed to study the 
merchant-marine situation reported on other forms of Government 
aid, including ship mortgages, reduction of marine-insurance raies, 
exemption from customs duties and maritime taxes, and the develop
ment of aids to navigation in Turkish waters. 

Early in 1927 the Turkish Shipping Board was authorized to float 
a loan of £T5,000,000 ($2,600,000 at the 1927 average exchange rate)' 
for the purpose of adding more vessels to its fleet. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Law No. 815 of April 19, 1926, relates to "cabotage in the Turkish 
littoral and to professions and industries in the ports and within the 
liInits of territorial waters," and provides: 17 

ARTIOLI!I 1. The transportation of merchandise and of passengers from one 
point on the Turkish littoral to another point on the same littoral, tuggage, 
nnd pilotage within a port or between two ports, as well as all port activities 
of whatever nature, are reserved exclusively to the Turkish flag. 

Vessels of foreign nations may disembark and discharge in Turkish ports 
only such passengers and such merchandise as they may have taken on in for
eign countries, and may take on in Turkish ports only passengers and merchan
dise for foreign countries. . 

ART. 2. There shall be reserved exclusively to Turkish citizens the right to 
possess and to operate, within the rivers and lakes, within the Marmora Basin 
and the straits, as well as within the territorial waters of Turkey and within 
the gulfs, ports, bays, and other places which are a part of the aforementioned 

.. Report of Vice Consul Edwin A. Plitt, Istanbul (Constantinople), Dec. 4, 1924 • 

.. Otnclal Journal No. 359. Apr. 29, 1926. 
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territorial waters, steamships, steam tugs, barges, lighters, barks, caiques, and 
in general all types ot vessels, large or small, propelled by steam or by sail, 
dredges, grapples, cranes, "algarmes," all types ot pontoons utilized as tankers 
or for transport, "lymbos," salvage vessels and related craft, buoys, rafts, and 
other floating and fixed mediums. 

ART. 3. There shall be reserved to Turkish citizens the pursuit of fish, oysters, 
clams, sponges, pearls, coral, mother-of-pearl; the right of collecting sand, 
gravel, and other products within the territorial waters; as well as the refloating 
of stranded vessels and barks, whether under or above the water, and of 
abandoned wrecks; the exercise of the professions of diver, inspector, pilot, and 
of "epicier sur mer"; the exercise of the profeSSions of captain, machinist, 
steward, sailor, helmsman, or others aboard all means of Turkish maritime 
transport; the profession of porter, docklllen, and all maritime professiOns in 
general. 

ART. 4. The state may authorize provisionally-and without such authori
zation assuring to them any recognition by law-foreign salvage vessels to oper
ate, as it may at the same time utilize the services of foreign captains and 
crews 'on Turkish salvage boats. 

ART. 5. Boats and vessels of foreign nationality which, contrary to the pro
visions of article I, engage In cabotage services between Turkish ports shall 
be' liable to a fine of £TI,OOO to £TIO,OOO. Further, such vessels shall be 
forbidden, for a period of six months to one year, to embark or to disembark 
passengers and cargo from Turkish ports or destined for those ports, the 
right to which is recognized in paragraph 2 of the same article. 

If the vessel violating these laws belongs to a navigation company or to 
one, or more persons posseSSing several vessels, this interdiction shall extend 
equally to the other units of the company or of the owners in question. 

Foreign subjects who attempt to exercise in any manner the maritime rights 
enumerated in articles 2 and 3 and reserved to citizens of the country shall 
oe liable to a fine of £TlOO to £TI,OOO and to imprisonment from one to three 
months. Only one of these two penalties may also be applied. In case of 
repetition of the offense the penalties shall be doubled. 

ART. 6. The present law shalt be effective from July I, 1926. 
ART. 7. The Ministers of Commerce and of Justice are ('.barged with the 

enforcement of the law. 

UNION OF SOUTH AFRICA 
POSTAL CONTRACT SERVICES 

The Union of South Africa includes the former colonies of the 
Cape of Good Hope and Natal and the one-time Boer Republics of 
the Transvaal and Orange Free State, all of which were umted under 
self-governing privileges on May 31, 1910. The total European pop
ulation numbered about 1,676,000 in 1926. 

For many years connection between the United IGngdom and the 
Union of South Africa (or the territories which now comprise the 
Union) has been maintained by subsidized services. The course of 
the'subsidies has followed the growth of British power in Africa. 
,From 1851 to 1863 the annual subsidy was approximately £32,000 
($155,700) ; then for another period of about the same length, the 
mails for the Cape of Good Hope were paid for by weight.1s 

The first ocean-mail contract, entered into in 1876, provided for 
a regular weekly mail service, the passage between the United King
dom and Cape Town to be completed in 26 days. 

CONTRACT OF 1899 

In 1899 an agreement was concluded between the United King
<lom and the various colonies and, states of South Africa for the 

.. Government Aid to Merchant Shipping, 1923, ed., p. 316. 
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adoption of a scheme proposed by the Cape Colony post office, under 
which the cost of the ocean mail service wa~ borne proportionately 
by the participating British and South African Governments· on 
the basis of the use made of it by each. The Cape Colony arlminis
tration was responsible for the management of the South African 
ocean mail service on the basis of this agreement up to the date of 
union.18 

The contract of 1899-1900 was made with the two steamship com
panies since consolidated into the Union-Castle Mail Steamship CO'l 
the steamers of which were called upon durin~ the Boer War ot 
1898-1901 to carry large bodies of British troops to South Africa. 
They were again employed as transports to carry the South African 
troops to France during the World War, and in the autumn of 1922 
they helped to move British troops to the Dardanelles. The con
tracts since 1899 have provided. temporary arrangements for mails 
whenever" in case of great public emergency" the regular liners of 
the company are used for military purposes. The contracts also pro
vide that the company shall carry emigrants from the British Isles 
for South Africa at 20 per cent less than the customary steerage 
rates. After the Boer War the subsidy was increased to £150,000 
($730,000) and an additional £21,000 ($102,200) was provided for 
extending the mail voyages to Durban on the east coast of Natal, 
adjoining the Transvaal and the Orange FreeState.2o 

CONTRACT OF 191Z 

The present contract is being performed by the Union-Castle Mail 
Steamship Co. The following statement in respect of this service is 
contained in the Official Yearbook of the Union of South Africa for 
1927-28: 

The contract with the Union-Castle Mail Steamship Co. had force for 10 
rears from October 1, 1912, at a subsidy of :£171,000 ($832,170) per annum, of 
which :£21,000 ($102,200) was paid in consideration of the mail steamers.com
mencing and terminating their voyages at Durban instead of Cape Town. 

This contract was extended for a further two years, with the·option of a 
reduction to 16 days on the voyage to Southampton on payment of an addi
tional subsidJ'. The new subsidy is :£225,000 ($1,094,965) per annum, of which 
:£27,000 ($1'31,400) is paid in consideration of the mail steamers' commencing 
and terminating their voyages at Durban instead of Cape Town. Great Britain, 
Southern RhodeSia, and the Bechuanaland Protectorate, formerly contracting 
parties, withdrew on September 30, 1924. A new contract has not yet been 
arranged, but the former agreement is maintained for the present on the basis 
of a year's notice on either side. . 

Discussing this contract, Government Aid to Merchant Shipping 
stated: 

A FoaM OF IMPElUAL PBEFERENCJ!i 

The Castle Mail contract llIustrates one of the methods by which the dO
minion governments may cooperate with the British Government in furthering 
projects for imperial preference. It requires the steamship company to carry 
South African beef to England at one-eighth of a penny per pound less than 
the rate for carrying beef from Argentina to England, and the maximum rate 
may not exceed six-eighths of a penny per pound. The contract also provides 
for ample refrigerated space on the ships and cool chambers with a view to 

.. OlIIclal Yearbook of the Union of South AfrIca, 1927-28,. p. 761 • 

.. Government Aid to Merchant ShippIng, 1923, ed., p. 310. 
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increased transport of South African fruit and vegetables as well as beef. 
It fixes the freight rates to be charged on these articles, on eggs, bacon, cheese, 
and a large range of food products. In fact, its purpose is both to secure 
a .British market for the products of agricultural South Africa (as well as 
for those of the gold and diamond mines) and to relieve the United Kingdom, 
to a proportionate extent, of its dependence for food supplies on foreign nations. 

The .South African act of 1911 forbade the Postmaster General to enter into 
a mail contract with a steamship company which employed the deferred·rebate 
system. The Union·CastleMail Line at present accordingly makes an annual 
agreement with the South African Trade Association, valid for one year but 
terminable on six months' notice, by which the exporters agree to ship entirely 
by the company's steamers and the company agrees to stability in freight 
rates fixed in the agreement itself. The British Imperial Shipping Committee 
recommended this agreement system as an optional alternative to deferred 
rebates for the consideration of British dominions and colonies generally. 

RAIL CONVEYANCE OF MAILS 

No later information has been received in respect of this contract. 
The estimates for the conveyance of mails contained in the budget 
for 1929-30 and 193~1 carry an item of £200,600 ($976,220) for 
this purpose "outside the Union." With the completion of the 
Cape-to-Cairo Railway the British mails for South Africa in time 
will doubtless be dispatched from England across the channel, by 
rail to Brindisi, thence to Alexandria, and from there on by rail. 
" In the meantime, however," it is ~ointed out in Government Aid to 
Merchant Shipping, " though the German pre-war subsidy of 1,350,-
000 gold marks ($321,300) to the line to German East Africa, ex
tended to Cape Town, has ceased and its steamers are surrendered 
and under the British or other Allied flags, the Netherland Gov
ernment contracted in 1920 to advance 1,000,000 florins ($402,000) 
annually for four years to establish a Netherland passenger steam
ship line to Cape Town and Durban, with the presumable patronage 
of the considerable non-British elements in the population of South 
Africa." 

SOUTH AFRICAN SmpPING BOARD 

On June 1, 1929, a bill creating a South African Shipping Board 
became effective. This board was formed to more suitaqly, or more 
sufficiently serve the interests of South African shifpel·s and to 
advise the Government of South Africa on questions 0 shipping. 

There was much argument both for and against the bill, its propo
nents claiming that it would transfer control of freight and shipping 
matters from overseas (South African Trade Association in London) 
to South Africa, and its opponents protesting against the drastic 
powers delegated to the Government under this bill. The text of 
the act (No. 20 of 1929) establishing the South African Shipping 
Board, as printed in the Union Gazette Extraordinary April 3, 1929, 
follows. 

LAW NO. 20 OF 1929 

1. B8tabl~hmen' of Shipping Boarll.-(l) There shall be established as from 
a date to be fixed by the Governor General by proclamation in the Gazette a 
board to be known as the South African Shipping Board (hereinafter referred 
to as the board). 

(2) The board shall consist of six members to be appointed by the Governor 
General. Three of such members shall be nominated by the Governor General, 
who shall not be members of the Public Service or of the Railways and Harbors 
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Services; and of the remaining three, one shall be nominated by the AslIOciation 
of Chambers of Commerce, one by the Federated Chamber of Industries, and 
one by the South African Agricultural Union: Provided that no person who is 
in the emplo), of or holds any office or share or interest in any shipping com
pany shall be nominated by any such body, and that in the event of any such 
body failing or refusing to make a nomination or nominating a disqualified 
person the nomination of the member shall be made by the Governor General. 

(3) The Governor General shall designate one of the members as chairman, 
who shall have a deliberative vote and, in the event of an equality of votes, a 
casting vote_ 

(4) The Governor General may appoint as additional members of the board, 
but without voting powers, not more than three persons in the employ of the 
Government or the Railways and Harbors Administration_ 

(5) The chairman and other members of the board shall be appointed for 
such periods and upon such conditions as the Governor General may from time 
to time determine. 

:.!. Function and tJ,utll Of boara.-It shall be the function and duty of the 
board, subject to the provisions of this act and any regulations made there
under, to investigate and report to the minister upon any matters relating to 
ocean transport to, from, or between Union ports, including more particularly 
anY question-

(a) As to whether the rate of freight charged by any shipowner on any 
particular commodity exported from the Union is prejudicial to Union exporters 
as compared with their overseas competitors; 

(11) As to whether the rate of freight charged by any shipowner on any 
particular commodity imported is unreasonably high, having regard to the 
rate of freight for that particular commodity operating on other ocean routes; 

(0) As to failure on the part of a shipowner to give reasonable notice of 
changes in freight classifications or rates; 

(a) As to the levying by any shipowner of differential freight or other charges 
as between one shipper and another in respect of the ocean conveyance of goods 
to, from, or between Union ports; 

(e) As to ditrerential or unfair treatment by any shipowner of any shipper in 
respect of the allocation of space accommodation or any other matter. 

Such reports shall. at the request of the board and with the approval of the 
minister be laid upon the table of both Houses of Parliament. 

3 . .Regulati01l8 as to meeting8 ana powers of lIoara.----'.rhe Governor General 
may make regulations not inconsistent with this act-

(a) As to the manner in which the meetings of the board shall be convened, 
when and where meetings shall be held, and the notice to be given convening 
such meetings; 

(11) As to the quorum necessary to constitute a meeting, the procedure at 
meetings, the manner in which minutes of meetings and other records shall be 
kept, and the manner in which the results of the board's deliberations shall be 
conveyed to· t'he minister; 

(0) As to the powers Which shall be vested in the board to enable it to obtain 
such Information and to perform such acts as may be necessary for the deter
mination of any matter under consideration or for the due and proper fulfill
ment of the duties and functions assigned to it; 

(a) Prescribing the information which shall be made or furnished by ship
owners trading to, from, or between· Union ports and the time when and the 
manner in which such information shall be furnished; 

(6) Prescribing penalties which shall not exceed a tine of £100 for any con
travention or failure to comply with any such regulation; 

(f) Generally for the better carrying out of the objects and purposes of this 
act. 

4. Interpretatioo of t61"1n8.-In this act .. minister" means the Minister of 
Railways and Harbors or any minister of state acting for him; .. Union" in
cludes the mandated territory of South West Africa; .. shipowner" means any 
person owning or for the time being having roy control over or In respect of any 
ship engaged in the ocean transport of goods or passengers to, from, or between 
any ports of the Union, or having the control or disposal of space on any such 
ship. . 

5. Short tUle.-Thls act may be cited as the shipping board act, 1929. 
The first board was established as of June 1, 1929; and issued its 

first report as of May 31, 1930. The report deals primarily with 
freight rates from and to Europe. 
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PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

In respect to the coasting trade of the Union of South Africa 
American Trade Commissioner Samuel H. Day reported in June, 
1929, that no laws or regulations restricting the coasting trade of 
South Africa to ships of dominion registry seemed to be in force; in 
other words, that this trade was open to ships of other nations. At 
present it is bein~ handled by ships of. British, German, Dutch, 
Italian, and AmerICan nationality. • 

VENEZUELA 
Venezuela has only a few small ships engaged in the coastal trade, 

which is reserved to Venezuelan vessels for cargo traffic but not for 
passenger traffic. The Venezuelan Government may, and does, grant 
special permits for foreign vessels where special service is required. 

Assistant Trade Commissioner O. R. Strackbein, Caracas, reported 
on September 13, 1929, that the coastal trade is an exclusive conces
sion in favor of the Compafiia Anonima Venzolana de Navegaclon, 
Madrices a !barras, of Caracas, which obtained this monopoly 20 
years ago fora period of 25 years, with a possibility of extension. 
By this concession all rights of navigation are in the hands of this 
company and no one can legally operate any vessels in the coasting 
trade without its permission. Permits have been granted for the 
transportation of products belonging to the grantee, the latter bind
ing himself not to engage in the freight or passenger traffic for 
others. The oil companies have obtained such permits for operating 
launches for their own use. . 

Under article 359 of the Venezuelan customs law of 1926 coasting 
trade between Venezuelan ports, in so far as freight is concerned, 
may only be carried on by ships registered under the Venezuelan 
flag. This section may be translated as follows: 21 

Coasting trade shall be carried on only in national ships, with the exception 
of traffic of passengers and their baggage, which may also be carried on In 
foreign ships. • 

Article 360 of the law specifies: 
Coasting trade and foreign trade can not be carried on simultaneously by the 

same ship. The Federal Executi,e, in special circumstances, may concede per
mission for a passenger proceeding from one port of the Republic to another. 
in a ship engaged in foreign commerce, to take with his baggage samples of 
merchandise or determined national goods in small quantity. 

Although it is not specified by law, in practice the Ministry of 
Hacienda occasionally grants a shipper permission to send goods 
from one Venezuelan port to another in a foreign vessel. To obtain 
such permission formal application must be made for each shipment. 
Nevertheless there is no real commercial traffic between ports of the 
country except in national ships. According to two of the principal 
steamship a(1encies in Caracas, the only occasions on which this 
special privifege is sou~ht is in the case of shipments of automobiles, 
furniture, and househOld effects by private parties and for noncom-

II Report or Commprcial AttacM Halbert E. Watkins, Caracas, May 29, 1929. 
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mercial purposes, and in the case of Caracas banks when they for
ward currency to their branches in other cities of the' Republic. 

Therefore it may be said that the only coastal trade between Vene
zuelan ports is carried on in Venezuelan ships, either steam .orsail. 

YUGOSLAVIA 

The new Kingdom of the Serbs, Croats; and Slovenes was admitted 
to participation in the control of the Danube by the extension of the 
jurisdiction of the International Danube Commission over the course 
of that river through Hungary, Austria, and Germany as far as Ulm. 
The new Kingdom likewise acquired the long eastern shore of the 
Adriatic from Fiume to Dulcigno (IDcinj), with numerous ports. 
The maritime strength of the Austro-Hungarian Empire was cen
tered at Fiume, Trieste, and Pola. 

THE YUGOSLAV COMMERCIAL FLEET 

GROWTH OF THE MERCHANT MARINE 

Under the terms of the Trumbitch-Bertolini agreement of 1921 the 
merchant marine of the former Austro-Hungarian Empire was di~ 
vided between Italy and Yugoslavia, the principal fJ.eetsbeing 
acquired by Italy, while approximately 100,000 gross tons went 
to Yugoslavia. The Yugoslav national tonnage has increased as 
follows: . 

TABLE 148.--GBOWTH OF THE YUGOSLAV COMMERCIAL FLEET 

Date 

D&CIUIBEB 31-
1921-___________________________________ --
1922 _____________________________________ _ 
1923 _____________________________________ _ 
1924 __________ , __________________________ _ 

:~:::::::::::!:::::::::::::::::::::::::: 1927 ________ ~ ___________________________ _ 
1928 ____________________________________ _ 

Gross 
register 

tons 

114. 388 
l24, 721 
134,430 
155, 255 
173. 282 
224. 718 
257,500 
300, 000 

Date . 

IULY 1-
1929 ____________________________________ _ 
1930 ____________________________________ _ 
193L ________________ ~ __________________ _ 

Gross 
register 

tons 

281,396 
302,481 
361,606 

Sources: 1921-1928, report or Consul Leslie A. Davis, Zagreb, Mar. 30, 1929; 1929-1931, Lloyd's Register 
or Shipping. 

About 90 per cent of the tonnage was owhedby seven companies 
in 1928. The two leading ones, Jugoslavenski Americanska Lloyd 
and Atlanska Plovidba, owning, respectively, 23 and 19 'per cent 
of the Yugoslav tonnage, were consolidated into the Jugoslavenski 
Lloyd in 1929, .which company on July 1, 1931, was credited with 
141,175 gross tons, or about 39 per cent of the total Yugoslav tonnage. 

TRAMP SERVICES 

. Consul Stewart E. McMillan, Belgrade, stated in respect of the 
employment of tramp or charter tonnage: . 

. Principal successes in the' development of the Yugoslav merchant marine 
have grown. from the traffic in freights without definite sailing schedules 
or sailing routes. The reasons for such success lie in the following factors: 
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Yugoslav companies usually purchase secondhand steamers cheaply; the erew 
is satisfied with smaller wages than are paid on American, British, or French 
vessels and is furthermore satisfied with primitive comforts and plainer food. 
On the other hand, transportation charges fr:lr goods are the same as on other 
vessels. Thus the profits of Yugoslav companies under low operating costs are 
considerable. 

"It is to be noted however," Consul McMillan added., "that the 
only assistance of the Government to this shipping lies in freedom 
from taxes. No subsidies whatever are granted to them." 

INLAND-WATERWAYS NAVIGATION 

During 1927 and 1928 the inland· waterways carried a. traffic of 
4,072,000 and 4,400,000 metric tons, respectively, this amount being 
among six rivers and three canals. Approximately two-thirds of 
this traffic was credited to the Danube and Tarnish. 

SUBSIDIZED SERVICES 

COASTWlSB SERVICES 

While the coastwise trade of Yugoslavia. does not have the im
portance it had while Trieste was in the same national territory as 
Fiume, the coastwise lines and those in the near-by foreign trades 
are the recipients of the subsidies paid by the Government. For 
these services the budget made the following provisions: 

TABLE 149.-BUDGET PRoVISIONS FOB SUBSIDIES TO YUGOSLAV CoASTWISE AND 
NEAR'BY FOBElGN SEBVICES, 1923-1930 

Year 

1921l-23 •••••••••••••••••• 
1923-24 •••••••••••••••••• 
1924-26 •••••••••••••••••• 
1921>-26 •••••••••••••••••• 

Budget appropriation 

I 

Dinars 

13, 750, 000 
11.250,000 
39,999,586 
39,936, 173 

Equlvalent 
in United 

States 
eummcy· 

Year 

$163, 900 1926-27 ••••••••••••••••• 
130. 600 1927-28 ••••••••••••••••• 
598, 400 1928-29 ••••••••••••••••• 
706, 500 1929-30 ••••••••••••••••• 

• Couverted at the average rates of uchllllge for the 1IscaI years named.. 

Budget appropriation 

Dinars 

30, 271, 935 
36, 360, 000 
4O,000.qI 
40,000. 0Cd 

Equlvaleut 
in United 

States 
eummcy· 

$533, 700 
639,900 
703, :M)O 
7Of,000 

On March 10, 1929, the Government signed an agreement with four 
Yugoslav companies which stipulated 49,500,000 dinars ($871,200) 
as thA annual subsidy, for which the companies are obliged to main
tain certain frequency of service and to cover certain mileage. The 
agreement, Consul Leslie A. Davis, Zagreb, states, is valid for 10 
years. 

OVERSEAS SERVICES 

On August 25, 1930, Consul Paul Bowerman, Zagreb, reported the 
conclusion of 10-year contracts for subsidized liner services between 
Yugoslavia. and South American ports, Spain, the Levant, and 
Canary Islands, between the Jugoslavenski Lloyd and Oceania 
Steamship Cos. and the Yugoslav Government. The contracting 
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companies agreed to purchase 10 vessels, and the Government under
took payment of a subsidy of 14,500,000 dinars (about $255,200) 
annual'ly for 10 years. 

PREFERENCES AND RESTRICTIONS 

RESERVATION OF THE COASTING TRADE 

Regarding reservation of the coasting trade to veSsels of Yugo
slav registry, Consul W. Perry George, Belgrade, reported in June, 
1929: 

Coastwise navigation is reserved under the laws of the Kingdom of the 
Serbs, Croats, and Slovenes to domestic shipping. Domestic shipping ex
clusively engaged in coastwise trade is exempt from port duties for each arrival, 
but is subject to an annual subscription per net ton of 5 dinars for ships below 
100 tons net or 20 dinars for ships over 100 tons net. 

Domestic shipping authorized to navigate only on the Adriatic and tributary 
streams is exempt from port duties, but subject to a subscription of 40 dinars 
per net ton per annu~s is also foreign shipping of treaty nations. 

Domestic shipping engaged exclusively in coastwise navigation enjoys addi
tionally the following privileges: (1) No manifests are required; (2) no cus
toms documents are required; (3) .. dead harbors" may be visited; (4) mer
chandise and passengers may be embarked, day or night, without the super
vision of customs. 

Apart from the above-mentioned privileges enjoyed exclusively by national 
shipping in coastwise navigation, all foreign vessels are assured! the same 
treatment in Yugoslav ports as that accorded domestic ships. 
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