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PREFACE

OODS bought and sold, ships that carry them, capital
that pays for them and builds industries to produce
them, and travellers who come and go for pleasure

or business—these are links that bind the United States to
the rest of the world. With the development of the country,
and especially as a result of the War, these links have been
increased in number and strength till they have become a
vital and pervasive force in our internal economic life.

This book of research is one of a series dealing with the
major aspects of the broad problem of the character and
effect of the changes in the economic position of the United
States in world affairs brought about by the World War.
The primary aspect of that problem is the rapid and sudden
transformation of the United States into a creditor nation,
as a consequence of the governmental loans to the Allied
Nations during the war and of the subsequent expansion of
private American capital investment abroad. This subject
1s treated in detail in another book of the National Industrial
Conference Board, entitled “The International Financial
Position of the United States.” The second aspect of the
general problem, that relating to the effect of this country’s
new creditor position upon its trade relationships with other
countries, is discussed in the Conference Board’s book, “The
Foreign Trade of the United States.” o

The present study deals with a question that is in some
respects closely related to the same general problem, not
only because the World War produced a significant change
in the position of this country as a maritime nation, but also
because the maintenance of an American merchant marine
and the policies adopted toward it may influence the inter-
national trade and financial relationships of the United
States in many ways. But shipping is important not only
as a link between the United States and the rest of the world
and as a factor in all our international business transactions.
It is itself a great and fundamental business, and its service
as a factor in international economic life depends upon 1ts
position and growth as a business, and upon governmental
policies affecting it.
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Prior to 1914, American interests in shipping had for many
years been chiefly in the operation of vcssefs in the coastwise
and nearby foreign trades. During the war, the shipping
industry in the United States was abnormally stimulated,
and, thereafter, the decline in world production and trade
and the general international economic disorganization left
the industry, in respect both of ship construction and opera-
tion, in severe depression. Other basic industries greatly
over-expanded in response to war needs were similarly
affected, but in the case of shipping the problem of readjust-
ment was complicated by the extent to which the Federal
Government had become involved in the industry through
the ownership and operation of vessels. That problem of
readjustment has been modified by the gradual withdrawal
of the Government from the field of ship operation and by
the stimulus to private shipping interests afforded by the
enactment of the Merchant Marine Act of 1928.

But the merchant marine problem has not yet reached a
final solution nor has a definite public policy toward the
problem as a whole been formulated, save in the most general
terms. Though the United States is in some measure com-
mitted to a policy of merchant marine expansion, the extent
to which it is desirable to carry this expansion and the means
by which it may be most economically and soundly aided by
governmental action are still vaguely defined. Moreover,
it is still uncertain whether such expansion is to be deter-
mined primarily by consideration of the economic position
of shipping as an industry, or rather by consideration of its
functions as an instrument of foreign trade and national
defense.

Finally, whatever the economic position of the shipping
industry or the relation of our shipping facilities to our
foreign trade, it is obvious that our merchant marine has a
vital relation to national security and that our merchant
marine policy must ultimately be determined by our funda-
mental requirements in this respect. What these require-
ments are can be accurately known only by military and
naval authorities, and to that extent they constitute an
indeterminate factor in our policy. Yet, the importance and
vagueness of the national defense aspect of the merchant
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marine problem do not preclude consideration of other
aspects of merchant marine policy. If an unlimited expan-
sion of American shipping with governmental aid were
assumed beforehand to be desirable for purposes of national
defense, there would be no merchant marine problem at all,
and no reason for discussing it in the light of the facts bearing
on the economic position of our shipping and the character
of our foreign trade.

From a practical as well as an academic point of view, the
American merchant marine problem presents questions of
general interest and importance, which deserve wider atten-
tion and better understanding on the part of the American
public. If a wise solution is to be found, these questions
must be analyzed on the basis of a clear understanding of the
pertinent facts and of a farsighted consideration of the
intangible issues involved. The purpose of this book is not
to suggest new or to support old proposals for the solution
of the merchant marine problem, but to bring together and
to clarify the facts and controversial issues and thereby to
promote a clearer public understanding of the situation.

In the preparation of this study the Conference Board has
greatly benefited by the cooperation and suggestions of its
Advisory Committee, composed of men specially interested
in international economic problems and shipping questions,
to whom the Conference Board wishes to express its in-
debtedness, viz.:

Fred I. Kent, Director, Bankers Trust Company, New York
City, Committee Chairman.

A. Farwell Bemis, Chairman, Bemis Bros. Bag Company,
Boston, Mass.

Charles Cheney, President, Cheney Brothers, South Man-
chester, Conn.

William L. Clause, Chairman, Pittsburgh Plate Glass Com-
pany, Pittsburgh, Pa. .

Rear Admiral Louis R. de Steiguer, Commandant, United
States Navy Yard, New York City. R

Homer L. Ferguson, President, Newport News Shipbuilding
& Dry Dock Company, Newport News, Va.

W. F. Gephart, Vice-President, First National Bank, St.
Louis, Mo.
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Eugene G. Grace, President, Bethlehem Steel Corporation,
New York City.

Robert L. Hague, Vice-President, Standard Shipping Com-
pany, New York City. '

Charles McAllister, President, American Bureau of Shipping,
New York City.

E. M. Patterson, Professor, University of Pennsylvania,
Philadelphia, Pa.

Herbert F. Perkins, First Vice-President, International
Harvester Company, Chicago, IlL

Edward C. Plummer, Vice-Chairman, United States Ship-
ping Board, Washington, D. C.

George E. Roberts, Vice-President, National City Bank,
New York City.

Alfred P. Sloan, Jr., President, General Motors Corporation,
New York City.

H. G. Smith, Vice-President, Bethlehem Shipbuilding Com-
pany, New York City.

Herbert B. Walker, President, American Steamship Owners’
Association, New York City.

Laurence R. Wilder, Sponsor, Transoceanic Corporation of
the United States, New York City.

The Conference Board is especially indebted to Mr. Alfred
H. Haag, Director of the Bureau of Research of the United
States Shipping Board, for valuable assistance in supplying

special data for this study.

~In the preparation of its studies the National Industrial
Conference Board avails itself of the experience and judg-
ment of the business executives who compose its membership,
and of recognized authorities in special fields, in addition to
the scientific knowledge and equipment of its Research
Staff. The publications of the Board thus finally represent
the result of scientific investigation and broad business
experience, and the conclusions expressed therein are those
of the Conference Board as a body.

‘This volume was prepared by Mr. H. K. Murphey of the
Conference Board’s Research Staff, under the supervision
of the Board’s Staff Economic Council.

Macnus W. ALEXANDER,

New York City resident.
May, 1929 P
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THE AMERICAN MERCHANT
MARINE PROBLEM

CHAPTER 1

BASIC CONSIDERATIONS IN NATIONAL MER-
CHANT MARINE POLICIES

HAT basic factors determine the extent to which a

nation may properly attempt to develop its shipping

facilities with governmental aid? If this question is
considered in general terms, without specific reference to the
United States or any other nation, it may emphasize certain
general considerations that may profitably be borne in mind
in discussing the American merchant marine problem. When
the main features of the present situation of the American
merchant marine are reviewed in succeeding chapters, it will
be possible to see more clearly the ways in which any such
general principles may need to be qualified in the light of
special conditions confronting American shipping. In this
way the question of national policy toward the American
merchant marine can be more intelligently approached.

In the matter of shipping facilities and shipping policies, as
in practically every other aspect of economic activity, each
nation is of course differently situated, by reason of differ-
ences in geographical characteristics, in stages of industrial
development, in natural resources, in types of indgstry and
in international political relationships. These differences
will naturally determine in each case the amount of shipping
facilities required for foreign trade or for defense needs, as
well as the ability of each country to supply such facilities
through private initiative and, consequently, the extent to
which governmental aid may be invoked. There is little
incentive, for example, for nations without direct access to
the sea to engage in shipping, although theoretically there 1s
no reason why their nationals should not engage 1n the ship-

1
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ping business as they might in any other economic activity.
In such cases it is self-evident that there are obstacles, both
economic and political in character, that make it imprac-
ticable to develop shipping facilities; and there are likewise
factors of international cooperation that make it possible for
such nations to rely upon others for such shipping as is
needed to promote their international commerce. Though
such nations afford the extreme instances of differences in
situations that determine differences in shipping policies,
even among the so-called maritime nations such differences
exist and play a definite part in the determination of national
policies toward merchant marine development.

It is obvious, however, that the development of shipping
and national policies toward it are not determined wholly
by objective factors of this kind, arising from actual differ-
ences in the economic and political situation of the various
nations. Sentimental considerations, connected with na-
tional pride in marine power, undoubtedly have influenced
some of the maritime nations in their shipping policies.
Likewise, the self-interest of particular groups within each
maritime nation, such as those engaged in the building and
operation of ships or in the naval service, has been and con-
tinues to be an important influence upon shipping policies.
Such influences, however, must be left out of consideration
in any discussion of the broad elements of public welfare
upon which national policies should be based, whether in
regard to shipping or any other aspect of economic life. If
a policy of unlimited shipping expansion is assumed as de-
sirable beforehand, there is no reason for discussing the ques-
tion at all.

The building and operation of ships may be regarded from
two points of view, which are closely related in many re-
spects but which should be clearly distinguished in any gen-
eral discussion of the problem of shipping policies. In the
first place, ship building, ship ownership and ship operation
may be looked upon primarily as a part of the business ac-
tivity of a nation. In fact, the business interests involved
in construction, operation and financing of shlgs rpake sh.lp-
ping one of the world’s largest and most basic industries.
The various maritime nations, and even some non-maritime
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nations, are interested and share in this vast industry in
different degrees. With the increasing international mobil-
ity of capital, the interest in the financing of shipping is
doubtless very widespread. For some nations, particularly
Great Britain, the construction and operation of ships, their
repair, insurance etc., constitute one of the most important
branches of their economic life. Other nations engage in the
building and operation of ships only incidentally, and the
importance of this industry to them lies not so much in its
direct share in the business life of the country as in other
purposes that it serves.

This aspect of shipping is often lost sight of in general dis-
cussions of merchant marine questions, but it can not be
ignored. The profitableness of the shipping industries as a
whole, which rests upon the economic soundness of their
position, is a basic consideration in the merchant marine
policy of any nation. If a nation can not engage in the build-
ing and operation of ships profitably, it is obvious that that
industry can not be considered in itself an economic asset in
the industrial life of the nation. Such a country may make
shipping profitable to those engaged in it by means of govern-
mental aid, through which part of the cost is paid by the
general public in the form of taxation, but this does not make
that industry an economic asset in itself. In such case the
importance of the industry must be measured in other terms
than as a part of the business life of the country, and its
preservation and development must be justified by quite
other considerations than those of its value as a business.
What these considerations are will be discussed later. They
relate to the importance of shipping for the development of
the foreign trade of the nation and for its security.

Obviously, however, the question of the relation of the
shipping industry to the foreign trade and defense of a nation
would not be likely to become an issue of national policy if
its shipping industries were on a profitable and sound eco-
nomic basis. In considering nationalpolicies towardshipping,
it is therefore essential first to ascertain the_ conditions that
affect the ability of the shipping industry in any nation to
maintain itself on a profitable basis as a part of the economic
life of the nation.

2
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SuirPING AS A CoMPETITIVE INDUSTRY

Shipping is one of the most freely and intensely competi-
tive businesses. It is extremely difficult, if not impossible,
to limit the competition in this field by artificial means or to
afford protection to either the building or operation of ships
in the same way, or to the same extent, that manufacturing
“industriés can be protected against foreign competition,
Since the shipping business in its most important branches
involves the rendering of transportation service derween
nations, the possibility of retaliation prevents the exercise of
any large measure of discrimination against competitors and
practically imposes freedom of trade in that field. In water
transportation between points within each country it is pos-
sible to exclude outside competitors. This is done in some in-
stances, as in the case of the coastwise trade of the United
States by restricting such trade to vessels built within the
country or operated under its flag. But the high seas are in
peace time an open highroad accessible to all nations, and
the freedom of competition in rendering service on this high-
road can be restricted only indirectly, if at all, by discrimina-
tions against competitors at the terminal points in such
matters as the use of ports and port facilities, or in charges
and duties collected at such points, all of which easily invite
retaliation that would cancel their effect. The possibilities
in this direction are discussed in later chapters of this study.
It is important here to emphasize chiefly that in ocean ship-
ping practically free competitive conditions prevail and are
likely to prevail in the future, so that any nation, apart from
special governmental aid, must engage in the building and
operation of ships mainly on the basis of its competitive
efficiency and its ability to operate profitably under the exist-
ing conditions of the supply and demand for shipping ser-
vices and the cost of providing them. . .

- Shipping rates, or the price of shipping services, will be
determined at any given time or on any particular trade
route by the relation between the supply of and the demand
for such services. But; in view of the competitive situation,
the general price level will, in the long run, be closely re-
lated to the cost of ship operation to those nations that are



BASIC CONSIDERATIONS 5

economically best fitted to provide shipping service. In the
absence of governmental assistance, any expansion of the
shipping interests of other countries will be contingent either
upon an expansion in the volume of trade and a resulting
increase in the demand for shipping or upon a lowering of
the cost of providing it.

During the past two decades the world supply of shipping
facilities has tended to increase more rapidly than the vol-
ume of world trade. Shipbuilding facilities, especially, were
enlarged in Great Britain and the United States during the
war, so that any indication of increased demand for ships
thereafter could easily and quickly be met. The excess sup-
ply of shipping may not have existed as regards all types
of shipping. In fact, there is some reason to believe that
changes in the conditions of international trade, as well as
in the costs of ship operation in comparison with rates,
have created for more speedy and efficient types of ships a
demand considerably in excess of the supply. Nevertheless,
the large surplus of available serviceable ships has tended in
the years since the war to depress shipping rates relatively
to costs of ship operation and thus has made the competitive
position of some maritime countries relatively unfavorable
and made it difficult for them to maintain or expand their
shipping industries. Those countries that have been willing
to allow their older vessels to remain idle or, as in the case
of Germany, have lost most of them and have undertaken
to enter the field with new and improved types of shipping
in advance of other nations, have been able to restore in
larger measure the prosperity of their shipping industries.
But though some countries have been better situated in this
respect than others, the shipping industry all over the world
has been more or less depressed, and capital has tended to
flow into more profitable fields of investment.

SHipPING RaTES AND CoOSTS OF SHIPBUILDING AND
OPERATION
The difference in the situation of the shipping industry in
the various countries, particularly since the war, is due
generally to the fact that shipping rates are determined by
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almost free international competition, while the costs of
ship operation and construction are determined chiefly
by domestic national conditions, which have differed very
widely in recent years. These differences in costs are of
course due in some part to international differences in ex-
perience, initiative and skill in the shipping industries, and
perhaps also to differences in the ready availability of mate-
rials for ship construction and of fuel for ship operation, or
of adequate port facilities. But it can not fairly be said
that such differences are important enough, so far as they
exist at all, to account for the wide variations in costs of
construction and operation. In larger part, such differences
in costs in the various countries arise from the same general
factors that make for differences in costs in other industries,
namely, differences in the price levels of labor, materials
and capital. These differences, in turn, are the result of
many complex factors in the economic life of each nation,
such as the abundance of its natural resources, the efficiency
of labor and industrial management, the standard of living
and the rate of national saving.

These differences in the level of values of materials, labor
or capital will tend, however, gradually to be narrowed as
between the various nations, if the free movement of com-
modities and labor between countries is not obstructed by
artificial barriers. But protective tariffs and restrictive im-
migration policies contribute to accentuate existing differ-
ences in the cost of materials and of labor. In some fields
of industry, high labor costs may be offset by increased
labor efficiency through mechanization and intelligent man-
agement. Ship construction and operation, however, are
industries which have so far not lent themselves to mechani-
zation or mass production to as large an extent as other in-
dustriés. In those countries, therefore, where wage levels
have been raised as a result of artificial barriers, shipping is
placed in a competitively disadvantageous position.

Su1pPING AND ForeIGN TRADE

Another factor that has to be considered in discussing
the economic position or profitableness of shipping as an in-
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dustry in any nation is the extent to which the foreign trade
of that nation offers an adequate basis of demand for the
economic development of its shipping facilities. This is a
matter not only of the total volume of the nation’s foreign
trade but also of its character. A country with a very large
foreign trade in comparison with its internal domestic trade
has obviously a better basis for the development of a mer-
chant marine than a country with a relatively small foreign
trade in comparison with its internal trade. A nation with
a large volume of foreign commerce has at least opportunity
to secure for its own merchant marine a sufficient share of
the business to make operation profitable, other things being
equal; while a country with a small foreign trade could
economically develop extensive shipping facilities only by
being able or willing to meet the full force of competition
for the trade of other nations.

More important, perhaps, is the consideration of the char-
acter and balance of a nation’s trade. A country whose trade
consists largely of bulky products of relatively low value, on
which shipping rates will be relatively low, may conceivably
support through its trade a large quantity of shipping of a
type suited to such trade, whereas a nation whose export
trade is chiefly in the form of highly finished products of
high value and small bulk would find a merchant marine
consisting of a large number of vessels of slow speed to be
probably economically disadvantageous, but might need a
relatively smaller amount of shipping facilities of superior
type.

In consequence of these considerations there appear to be
definite and largely permanent difficulties tl.lat prevent_the
economic development of shipping facilities in some nations
to as great an extent as in others, or at least put obstacles in
the way of profitable ship operation or construction for some
nations and give others an advantage in this respect. If
shipping is considered merely as an industry, therefore, there
is no reason for assuming that it can be advantageously
developed in all nations to an equal degree, apart from special
artificial aid or protection of one kind or another. In deter-
mining national policies toward shipping, a primary con-
sideration is the economic situation of the nation in respect
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to its capacity to maintain a merchant marine on a profit-
able basis.

If in any nation there exist general conditions affecting
the cost of ship operation and construction which, apart
from questions of the relative efficiency, skill or initiative of
those engaged in the shipping industry, make it impossible
to develop a merchant marine on a profitable basis, there is
in such a nation a prima facie case against any national
policy of merchant marine expansion. Such expansion could
be achieved only at the expense of other industries or of the
general public, and such expense could be justified only on
other grounds than those of the economic advantage to a
nation which might result from the maintenance of activity
in the shipping industry itself. Such other grounds might
be found, as will be seen later, in the function of a merchant
marine as a public utility, supporting the development.of
other industries through foreign trade and strengthening the
national security.

SHIPPING AND INTERNATIONAL BUusINEss RELATIONSHIPS

But before a policy of merchant marine expansion can be
justified on such other grounds, where shipping is inherently
an unprofitable industry, one other important factor has
first to be considered, namely, the international business
relationships of the country in question, not merely in re-
spect to the volume of its commodity imports and exports,
but in respect to the total of its international business trans-
actions. If a country is in the position of a debtor nation
with large foreign private or governmental obligations, and
especially if for any reason it has difficulty in developing
an export surplus of commodities through which its debts
may be paid, any services which it may render to other
countries, such as shipping, become an important means of
maintaining the soundness of its economic position by secur-
ing adequate supplies of foreign capital for its internal de-
velopment and by paying for the imports of necessary raw
materials. In such a case there would be a definite incentive
for a nation to develop its merchant marine, even though
that industry might be inherently unprofitable, as a means
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of maintaining its international solvency and of assisting
the growth of its export trade.

Conversely, a creditor nation with large foreign invest-
ments would normally be in receipt of an excess of imports of
commodities or of services, and any effort to develop its
shipping facilities on a large scale, especially if they were in-
herently unprofitable, would be disadvantageous to the
nation as a whole because it would deprive other nations of
an opportunity to render services to the creditor nation as a
means of payment of interest and principal on their debts
to it. Other things being equal, the value of foreign invest-
ments of such a creditor nation might conceivably be dimin-
ished by any policy of extensive merchant marine expansion.
Such a situation would be aggravated where the creditor
nation itself sought to expand its export trade in commodities
by increasing its shipping facilities at public expense, and
at the same time put obstacles in the way of the import of
commodities through high tariffs. In short, generally speak-
ing, where other conditions remain the same, it is likely to
be economically more unsound for a creditor nation to adopt
a policy of merchant marine expansion than it is for a debtor
nation. In the former case, such a policy is working directly
against the forces making for a sound balance of its inter-
national transactions; while in the latter case, shipping ex-
pansion may be an important means of securing a better
balance in its international accounts,

As a general principle, it is economically sound to allow
the production of any commodity or the provision of any
service to be left to those in the community or among the
nations who can perform them most cheaply and efficiently,
especially where practically free international competition
in such a field prevails, as it does in shipping. But it is ob-
vious that this general principle of /aissezfaire is and must
be modified in reference to certain kinds of commodities and
services by other considerations than those of immediate
economic advantage. This is especially true of the provision
of certain services, such as shipping, that have a bearing
upon national welfare beyond their réle as a part of the in-
dustrial or economic life of the nation. Shippm_g_ may be {nd
generally is considered as a kind of public utility 1n which
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there are certain general national interests at stake for all
the maritime nations. When it is looked at in this way,
questions of the profitableness and soundness of the shipping
industries in any nation, though they must be borne in mind,
become of secondary or subordinate importance to other
considerations.

MEercuaNT MARINE AS A Pusric UtiLity

The function of a nation’s merchant marine as a public
utility has two distinct aspects. In the first place, a nation’s
international shipping facilities serve as an adjunct of its
foreign trade. In the second place, its shipping facilities,
including facilities for construction of ships and the personnel
required for their operation, serve as an indispensable ad-
junct to the means of international communication and
military and naval defense essential to the national security.

The importance of a merchant marine from the point of
view of national defense is obvious, but it is difficult to de-
termine a nation’s requirement for shipping facilities on this
basis. The uses of a merchant marine as a support for na-
tional security are not confined to the employment of vessels
as naval auxiliaries. Under modern conditions of interna-
tional interdependence it is of vital importance for each
country to be able to secure supplies of raw materials and
to maintain communications with the rest of the world in
time of international disturbance. How much shipping it
would be in the national interest to support during peace
time in view of war contingencies, for this purpose or for use
as naval auxiliaries, is difficult to determine. It depends
upon the character and sources of the materials the nation
requires for its economic security, as well as upon its interna-
tional political relationships, the character and location of
international disturbances that might endanger its security,
and the size and character of its naval defense. It is, of
course, impossible for any nation to be prepared for all con-
ceivable contingencies or to avoid some measure of economic
inconvenience during international conflict, but, as long as
international relations are uncertain and unstable, it is in-
cumbent upon every nation to make some provision for a
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reasonable degree of security in the event of conflict between
other nations or of war in which it is engaged, so that it may
be assured of a minimum of shipping facilities by which inter-
national communications may be maintained. This im-
plies not only shipping facilities already provided but a cer-
tain minimum of facilities for building ships in case of need.
Such a minimum of shipping is also important from the
point of view of providing the trained personnel required by
the Navy and naval auxiliaries during war time. What the
merchant marine requirements from all these points of view
will be in any particular case can be determined only by
technical analysis of the situation for each country, and no
general rule is applicable. Nevertheless, where the shipping
industries of a country are in an economically disadvan-
tageous position from the point of view of costs, it can at
least be said that the nation is justified in maintaining such
facilities up to the minimum required from the point of view
of national security.

The function of a merchant marine as an adjunct of the
foreign trade of a nation raises more controversial questions
than does its function as part of the national defenses. Itis
obvious that shipping can be of use as an aid to the national
security only when it is controlled by the nation in question;
but it is not so obvious that the successful expansion of the
foreign trade of a nation depends upon the ownership or con-
trol of the transportation facilities required for such trade.
Transportation is, of course, an indispensable instrument
of trade, whether within a nation or among nations. In the
internal trade of any country it is recognized that adequate
and economically sound transportation facilities are necessary
for the greatest possible trade prosperity of the country, and
for this reason they are treated in every country as a public
utility and are brought under such regulation as 1s needed
to protect the public interest in them.

SuipPING AND TrRADE ExpPANSION

In internal trade, practically no importance attaches to
the ownership or control of transportation facilities, except
that their regulation as public utilities 1s considered neces-
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sary to make the rates equitable and the service adequate.
In international trade, however, there is a strong conviction
that trade expansion and effective competition in foreign
markets depends upon the ownership or control of shipping
facilities. A nation that can not carry the larger part of its
trade in its own vessels is thought to be handicapped in
the struggle for foreign markets.

This conviction is based upon several strongly rooted
ideas. The most important of these is that “trade follows
the flag,” and is merely part of the general acceptance of the
principle of nationalism in international economic relations.
Theoretically, it is questionable whether under present con-
ditions the influence of national power upon international
trade is as great as it is supposed to be, and it is prob-
able that in the long run the expansion of a nation’s
foreign trade depends fundamentally upon basic economic
factors, such as its geographical position, its natural re-
sources, the character and efficiency of its labor and its in-
dustrial management, rather than upon its political influence.
So long as all nations act according to the principle of nation-
alism, there is probably some advantage to be gained for a
nation by applying the principle to some extent in its foreign
trade policies. But in applying it in such matters as ship-
ping, especially where the shipping industries are under an
inherent handicap, there is danger of attaching too much
importance to it. It is highly desirable for each nation to
ascertain as carefully and objectively as possible how much
its foreign trade can economically be expanded merely by
virtue of the ownership or control of additional shipping
facilities, and whether the gain from such expansion is likely
to offset the cost involved. - The possession of additional
shipping facilities may create an incentive on the part of the
shipping interests to secure more business by favoring in
various ways the trade of their own nation. But if such
additional shipping facilities are supported partly or wholly
at public expense and a certain level of profitableness is
guaranteed for them by public aid, will the incentive to ex-
pand the trade of the nation exist or be of great importance?

Furthermore, can the nation be sure that the trad.c ex-
pansion achieved in this way is, on the whole, economically
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sound and permanent? For some countries, of course, the
expansion of their export trade is a vital necessity, because of
their debtor position internationally or because of the char-
acter of their industries and natural resources. In other
countries, however, the domestic market may be so large and
important or their supplies of natural resources may be di-
minishing so rapidly by reason of the domestic demand, that
their export trade may be of secondary significance and serve
merely as anoutlet fora surplus of products of certain of their
industries. For such nations it may even be positively dis-
advantageous in the long run to stimulate their export trade
artificially and thus hasten the depletion of their natural
resources.

The actual economic significance of the foreign trade of
any nation can be determined only by a careful consid-
eration of its internal industrial structure, the size and
character of its population and natural resources, and its
international financial position. The expansion of foreign
trade can not in itself be regarded as an absolute economic
benefit for all countries regardless of their industrial pecu-
liarities; and a policy of trade expansion supported at pub-
lic expense by artificial aids can not be considered to be
economically justifiable in every case. )

Nevertheless, so long as shipping is regarded as a public
utility from a strictly nationalistic point of view, there will
be in all maritime countries a definite demand for its support
as a public utility to aid in the maintenance and expansion
of foreign trade. This is a fact to be reckoned with, especi-
ally where such 2 demand is supported by considerations of
national security and naval defense. The question thus
arises whether there is any general principle that may be
applied as a guide in determining national policies from this
point of view. If the shipping industry of any country is in
an inherently unprofitable position, how far is such a country
justified in aiding the expansion of its merchant marine from
the point of view of its own domestic interest and of inter-
national considerations, to provide an indispensable mini-
mum of support for its foreign trade and to assure its na-
tional security?
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So far as any generally valid answer to this question is pos-
sible, it would appear that the provision of shipping facilities
required to carry one half of the foreign trade o? a nation
would constitute a reasonable standard. In most cases this
would assure a fair measure of support for foreign trade and
of national security, and in general it would be an ideal to
which other nations could hardly take fair exception. Some
countries, of course, would not feel it necessary to provide
this minimum, either in view of their foreign trade require-
ments or of their national security, Others, because of
peculiarities in their position, would find such a standard
inadequate. In each case it is obviously necessary to take
into consideration, first, the actual situation of the shipping
industries as regards their profitableness and the obstacles
that stand in the way of independent success; second, the
needs of the nation as regards its foreign trade in the light
of its natural resources, its geographical position and its in-
dustrial characteristics; and, finally, the requirements of
national security as determined by its naval strength and
its international political relations.

In the following chapters, the position of the United States
in these respects is examined at length in order to tﬁrovidc: a
basis upon which a sound national policy toward the Amer-
ican merchant marine may be determined.
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CHAPTER 11

THE STATUS OF THE AMERICAN MERCHANT
MARINE

HE internal development which took place in the

United States during the latter half of the nineteenth

century was reflected in the declining importance of
shipping in the economic life of the nation. Continued west-
ward expansion, the extensive exploitation of natural re-
sources, railroad construction and the rapid growth of manu-
facturing occupied the attention of the American people and
diverted capital and labor from the shipping and shipbuild-
ing industries. Despite the vast increase in the volume of
foreign commerce, the total tonnage of the American mer-
chant marine, including both foreign trade and coastwise
shipping, remained practically stationary during the period
from 1861 to 1900, and showed only a relatively small in-
crease during the first decade of the present century. On the
basis of value the percentage of exports and imports carried
in American vessels, which for the period from 1821 to 1860
averaged 77.3 %, steadily declined between 1861 and 1914,
amounting in the latter year to only 9.7 %.!

In 1916, the United States Shipping Board was created,
and a program of ship construction under governmental
auspices was subsequently instituted for the purpose of meet-
ing the emergency situation brought about by the World
War. During the following five years, a total of 2,312 vessels,
aggregating 13,636,711 deadweight tons, was added to the
American merchant marine.* This new construction, to-
gether with the additions resulting from the transfer of

1U. S. Department of Commerce, Burean of Navigation, “Merchant Marine
Statistics, 1927,” Washington, D. C., 1928, pp. 61-62.

1U. S. Shipping Board, “Sixth Annual Report, Fiscal Year Ended June 30,
1922, Wﬂs}lir?gptor?, D?aC., 1922, For a definition of “ deadweight tonnage™ and
other technical terms, see Appendix A of this volume.

17
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foreign flag ships to American registry'and from the seizure of
enemy vessels, increased the total tonnage of American ship-
ping, including practically all types and sizes of boats and
vessels, from 8,389,429 gross tons in 1915 to 18,462,967 gross
tons in 1922.* The present merchant marine problem is in
some aspects the product of this extraordinary war-time
expansion.

In order to obtain a clear picture of the existing situation
with respect to the American merchant marine, it is necessary
at the outset to exclude certain types and classes of vessels
not infrequently included in statistical comparisons of Amer-
ican and foreign shipping facilities. In attempting to evalu-
ate the American merchant marine, the primary considera-
tions are those relating to the use of vessels for national de-
fense purposes and for the promotion of foreign trade inter-
ests. It is obvious that only steam or motor vessels of a
reasonable size are important in respect to either national
defense or foreign trade. Furthermore, vessels operated ex-
clusively on rivers or lakes, including the Great Lakes, should
not be brought into the picture, regardless of size, since the
field of activity of such vessels is limited and since that class
of shipping is dissociated from the conditions responsible
for the merchant marine problem.? The following analysis,
therefore, of the size and character of the existing American
merchant marine will be based exclusively upon ocean-going
steam or motor vessels of 1,000 gross tons or more in size.

Ocean-GoinGg ToNNAGE

The status of this class of vessels on January 1, 19.29, is
shown in Table 1. While the total gross tonnage of sizable

1 The transfer of foreign-built ships not over five years of age to American registry
was authorized by the Panama Canal Act of August 24, 1912, but no such transfers
were made. The five-year age limit was repealed by the Ship Registry Act of 1914,
The Merchant Marine Act of 1920 provided (by Section 22) that fonlgn—bmlt
vessels admitted to registry and owned by American citizens on February 1, 1920,
and such ships owned by the government on June §, 1920, when sold to
citizens might engage in the coasting trade. See U. S. Department of Cammerce,
Bureau of Foreign and Domestic Commerce, “Government Aid to Shipping,” Re-
vised Edition, Washington, D. C., 1925, pp. 425-429. "

3 ““Merchant Marine Statistics, 1927,” op. ¢it., p. 22. The term “gross tonnage
is defined in Appendix A. .

3 In 1928 American shipping on the Great Lakes comprised 2,067 :eneh with a
gross tonnage of 2,549,799 tons. “Mecrchant Marine Statistics, 1928,” op. ¢it., p. 6
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ocean-going vessels under the American flag amounts to
10,319,223 tons, it should be noted that a substantial part
of that tonnage was not actively employed. On any given
date, a certain amount of shipping is necessarily idle as a
result of either the need for repairs or seasonal or other
changes in the demand for shipping facilities. The privately-
owned shipping tonnage not in service on January 1,1929,

TasLe 1: NuMser AND Gross ToONNAGE OF AMERICAN
OceaN-GoiNng MErcHANT VEsseLs oF 1,000 Gross
ToNs AND OVER, JaNUARY 1, 1929
(Source: U. S, Shipping Board)

P{a‘"ﬂ:g" and Freigh Tankers Total
Classification
wol o [ne| G |wol G |wo.| G
Private ownership
Foreign trade....... 68| 505,490 22511,108,178{110] 744,023| 403| 2,357,691
Coastwise. . ... .| 89] 458,913| 408|1,640,586{217(1,390,820| 714| 3,490,319
Laid-up vessels 29) 111,718| 106] 337,870 27] 152,996 162| 602,584
Total............ 186{1,076,121] 739{3,086,634{354(2,287,839{1279| 6,450,594
U. S. Shipping Board )
Foreign trade....... 11} 187,871 244[1,422,056| 1 7,045 256 1,616,972
Coastwise. ......... .. .. .. .. 1 6,295 1 6,295
Government service | .. .. 2] 7,255 .. .. 2 7,255
Laid-up vessels. . . .. 2} 37,733| 440{2,122,765| 5| 31,173| 447} 2,191,671
Total............ 13| 225,604 686|3,552,076] 7| 44,513| 706} 3,822,193
Pa&;ma R. R. )
overnment owned){ .. .. .. . .. . . ..
Foreign trade. ...... 2l 19244 2| s520..1 .. 4 24445
Laid-up vessels. . ... . .. 2| 21,991.. .. 2] 21,991
Total............ 2| 19244] 4] 27,092} ..| .. | 6| 46,436
Combined total. . .120111,320,9691142916,665,902136112,332,35211991 10,319,223

may be attributed to such conditions. But the laid-up ton-
nage of the United States Shipping Board is comprised al-
most entirely of vessels which have not been in service for a
number of years and which will probably remain perma-
nently idle.” The character of this idle fleet of government-
owned vessels will be described in a later chapter dealing
with the Shipping Board and its activities. It is sufficient
at this point to emphasize the fact that in general those
3

.
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vessels in their present condition are not available for im-
mediate use and should not be considered a part of the avail-
able shipping facilities under the American flag in making
comparisons with the shipping of foreign countries.

S1ze AnD SPEeD oF CoastwisE SHIPPING

A substantial part of the American merchant marine is
engaged in the coastwise or intercoastal trades. From time to
time some of the vessels may be temporarily transferred to
foreign trade. Some of them also touch at nearby foreign
ports in the course of their coastwise operations. But as a
whole the coastwise shipping represents a distinct class of
vessels, which constitutes a part of the maritime strength of
the United States in comparison with that of foreign nations
only to the extent that those coastwise vessels may be useful
for purposes of national defense. Such usefulness depends
in part upon size and speed. Those characteristics, as well
as age, are indicated in Table 2. The data in that table
cover the coastwise vessels which were actively employed
during the calendar year 1928 and the tonnige figures are,
therefore, not identical with the corresponding figures in
Table 1. Of the total coastwise tonnage of 3,471,849 gross
tons, more than half represents vessels of 6,000 gross tons
or more, but the greater part of these sizable vessels are
tankers. In the case of freighters,245 of the 422 vessels were
under 4,000 gross tons in size. Four combination passenger
and cargo vessels, totalling 68,442 gross tons, are shown in
the class of vessels of 15,000 gross tons and over.

A relatively small proportion of this coastwise shipping
has been constructed within the past five years. In the case
of combination vessels, sixty-four of the ninety-eight ships
were built prior to 1914. The larger part of the freighter
and tanker tonnage was constructed during or immediately
after the war period. .

With respect to speed, the data in Table 2 show six com-
bination vessels, representing 58,592 gross tons, with a speed
of eighteen knots or over. More than two-thirds of the total
coastwise tonnage, however, is composed of vessels having a
speed of less than twelve knots.
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TasLe 2: NumBER AND GRross TONNAGE OF AMERICAN
OceaN-GoiNG MERCHANT VEsseLs oF 1,000 Gross Tons
AND OVER, AcTIVELY EMPLOYED IN THE CoAsTWISE
TRADE DURING THE YEAR 1928, CLASSIFIED As
To Size, AGE AND SPEED
(Source: U. S. Shipping Board)

Pl!“ﬂ”“ and Freigh Tankers Total
Clagsification
vo| G [wo | G [wo] G e S

Size (gross tons)
1,000~ 3,999. .....|48 | 126,131 1245] 632,940| 30| 75,582}{323| 834,653
4,000~ 5,999....... 28] 153,630 | 99| 509,079| 26| 135,573[153{ 798,282
6,000~ 9,999....... 16] 117,588 | 76| 539,418(134| 981,563} 226 {1,638,569
10,000-14,999....... 2| 23,322 2 21,388 7| 87,193] 11{ 131,903
15,000 and over. .... 4| 68,442 .. .. .. .. 4| 68,442
Total............ 98 | 489,113 | 422 |1,702,825(197(1,279,911] 717 {3,471,849

Age (year built)
Priorto1914....... 641 289,303 | 70| 281,520| 22{ 80,713]156| 651,536
1914-1918......... 12| 55,125 ] 131 489,500| 49| 337,621|192| 882,246
1919-1923......... 6| 31,031 {218| 916,318[120{ 820,392| 344 |1,767,741
1924-1928......... 16 | 113,654 3 15487) 6 41,185 25| 170,326
Total............ 98 | 489,113 | 422 {1,702,825|197}1,279,911| 717 |3,471,849

Speed

Under 12 knots...... 14| 33,471 | 339 |1,226,318(195(1,263,975| 548 (2,523,764
12-13 knots. ....... 40| 161,462 1 61| 344,944] 2| 15,936/ 103 522,342
14-15 knots. .......|26] 167,614 | 20| 125927} .. .. 461 293,541
1617 knots. ....... 12| 67,974 2 5,636} . . .e 14 73,610
18-19 knots. ... ] 2] 253681 .. .. .. .. 2| 25,368
20 knotsand over....| 4| 33,2241 .. . .. .. 4| 33,224
Total . ........... 98 | 489,113 | 422 11,702,8251197 1,279,911] 717 13,471,849

VesseLs OPERATING IN ForeIGN TRADE

It is evident that a certain part of this coastwise shipping
might, in case of emergency, be used for national defense
purposes. But in comparing the maritime s_trength pf the
United States with that of other nations, it is the shipping
under the American flag which is operating in foreign trade
which is important. Moreover, the value of a merchant
marine in time of peace is chiefly related toits influence upon
the development and protection of foreign trade interests.
The American shipping in foreign trade 1s, therefore,'of
primary concern in any analysis of the merchant marine
problem.
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In Table 3 is shown the size of the privately-owned and
United States Shipping Board vessels which were actively
employed in foreign trade on January 1, 1929 Of the 659
vessels, totalling 3,974,663 gross tons 1n active service on that
date, only eighty-one, of 220,804 gross tons, all privately-
owned, were less than 4,000 gross tons in size. In the case of

TasLE 3: Size oF AMERICAN OcEAN-GoING MERCHANT
VEsseLs oF 1,000 Gross ToNs AND OVER, ACTIVELY
EmproYED 1N ForeioN TRADE oN
Jaxvary 1, 1929t

(Source: U. S. Shipping Board)

Passengerand | - o) Taskens Total

No,| ?‘::: No. 9[':;: No,| (:l;-';:. No. Tone

Gross T

Private ownership

1,000~ 3,999....... 14] 39,540 60} 160,314f 7| 20,950 ] 81| 220,804
4,000- 5,999....... 20| 96,457 | 125] 665,835| 29| 144,166 | 174} 906,458
6,000~ 9,999, .. ... 12| 82,103 | 39| 268.875| 69| 5257455 [120| 876,433
10,000-14,999....... 21| 270,109 1 13,154] 5| 53,452 27| 336,715
15,00 and over...... 1] 17,281 .. . . . 1 17,281
Total............ 68| 505,490 | 225 {1,108,178/110f 744,023 | 403 |2,357,691
U. S. Shipping Board
1, 3,999....... .. . .. .. .. . .. e
4,000~ 5,999....... . L. 156 | 844,200 .. .. 156 844,200
6,000~ 9999.......] 5| 37,150| 88| 577,856 1| 7,045| 94] 622,051
10,000-14,999....... 2] 27,738 .. . .. .. 21 27,738
15,000 and over. . ... 41122983 | .. . 4] 122,983

Total. ........... 11§ 187,871 | 244 {1,422,056] 1| 7,045 | 256 {1,616,972
Combined total. . .| 79 ] 693,367 | 469 [2,530,234{111] 751,068 | 659 |3,974,663

1 The four government-owned vessels operated by the Panams R. R. are not in-
cluded in this table.

freighters, 281 of the 469 vessels are shown to be from 4,000
to 6,000 gross tons. The largest amount of tanker tonnage
falls into the class comprising vessels of from 6,000 to 10,000
gross tons. The significant fact, however, is the small num-
ber of really large ships. Of the four passenger and combina-

1The data are given for a specific date rather than for the year 1928 as a whole
‘because the transfer of several Shipping Board vessels to private ownership during

1928 renders the separate classification of government-owned and privately-owned
vessels difficult in dealing with the year’s activity.
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tion vessels over 15,000 gross tons in size owned by the Ship-
Ping Board! only one, the Leviathan, of 59,956 gross tons, is
in the large ship class. The other three vessels are the George
Washington of 23,788 gross tons, the America of 21,329 gross
tons and the Republic of 17,910 gross tons. The single pri-
vately-owned vessel over 15,000 shown in the table is the
Minnckahda operated by the Atlantic Transport Company.

TasLE 4: AGE oF AMERICAN OceEaN-GoING MERCHANT
VEesseLs oF 1,000 Gross ToNs AND OVER, ACTIVELY
EMmprLoYED IN ForEIGN TRADE ON

Janvary 1, 1929
(Source: U. S. Shipping Board)

P‘gluegﬂ 3od Freigh Tankers Total
Year Buile S S S S
No| Ton {|No.| Tong |Nof “rony |Ne.| “Foua
Private ownership
Prior to 1914. . ..... 331150,313 | 16] 58,360] 12| 49,374 | 61| 258,047
1914-1918.......... 61 42,688 | 32| 124,872] 27| 184,632 | 65| 352,192
1919-1923.......... 251286,985 | 175 | 912,979| 66| 462,520 | 266 |1,662,484
1924-1928.......... 4| 25,504 2| 11,967 5f 47,497 | 11| 84,968
Total............ 68| 505,490 (225 |1,108,178[110| 744,023 | 403 |2,357,691
U. S. Shipping Board
Priorto 1914........ 31 63,027 1 8,413 .. 4| 71,440
1914-1918.......... 1] 59,956 | 43| 259,367 .. .. 44| 319,323
1919-1923.......... 7| 64,888 [200]1,154,276] 1} 7,045 {208 |1,226,209
1924-1928.......... . . .. . .. . .. ..
Total. ........... 11 187,871 | 244 {1,422,056] 1f 7,045 1256 |1,616,972
Combined total. . .| 79 | 693,367 | 469 [2,530,334]111] 751,068 | 659 13,974,663

1 See footnote to Table 3, p. 22,

Age is also important in determining the status of a mer-
chant marine. The average life of a vessel is estimated to be
twenty years, although there are instances of trans-Atlantic
liners over that age limit but still in active service. In any
case, it is evident that a nation which possesses a relatively
large amount of recently constructed shipping is in an ad-
vantageous position. As shown in Table 4, the United States
can not be said to have that advantage. Only eleven of the
659 vessels in foreign trade have been built within the past
five years. On the other hand, only a relatively small propor-

11t should be noted that the recent sale of the United States line elw?:hllu! the near
future bring about the transfer of these four vessels to private ownersip.
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tion of the total tonnage was built prior to 1914, Of the
total 3,974, 663 gross tons of shipping in foreign trade, 2,888,
693 gross tons represent vessels constructed during the period
from 1919 to 1923.

Speed is another important factor in relation to the com-
petitive efficiency of ocean shipping. Slow speed vessels can
be used only for the carriage of bulky commodities of low
value. The interest charges on the money tied up in com-
modities which have a high value in proportion to their bulk,
as, for example, raw silk, render the rapid transportation of
such commodities of great importance to their owner. On
the other hand, an increase in the speed of a vessel involves a
disproportionately greater increase in fuel consumption and
other operating costs, which is reflected in higher freight
rates. A low-valued, bulky commodity, such as coal, can
not be profitably shipped except on low speed vessels. The
relative proportion of low-speed and high-speed shipping
which would represent a well-developed merchant marine
might, therefore, vary in the case of different maritime na-
tions to the extent that their ocean-borne commerce con-
sisted of low value or high value commodities on a tonnage
basis.! In the case of the United States, for example, the
combined export-and import ocean-borne tonnage of low
freight rate commodities amounted to over fifty-five million
tons for the fiscal year ended June 30, 1927, while the simi-
lar combined tonnage of high freight rate commodities was
nearly nineteen million tons.? o

The speed of the American vessels engaged in foreign trade
is shown in Table 5. It is noteworthy that in the total ton-
nage of 3,974,663 gross tons, only 851,298 gross tons repre-
sent vessels with a speed of twelve knots or over. Not a
single general cargo vessel or tanker engaged in foreign trade
under the American flag has a speed of fourteen knots or

1The discussion of speed should not be confused with the distinction between
tramp ships and liners. A tramp ship is a vessel, usually having low which
is not engaged in any regular service but is shifted from trade to ¢ and from
port to port as cargo opportunities present themselves. Not all relatively low speed
vessels are tramps,

2 U. S. Shipping Board, Bureau of Research, Division of Statistics, “ Water-Borne
Foreign Commerce of the United States, Fiscal year ended June 30, 192 ,” Special

Report No. 242, Washington, D. C. Over ten million cargo tons of coal and coke
werp:exported to the United l’(ingdom as a consequence of the British coal strike.
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over, although in the coastwise trade there were twenty-two
such vessels.! The freighters operated in foreign trade by the
United States Shipping Board, with two exceptions, are less
than twelve knot vessels. Even in the case of passenger and
combination vessels there are only five ships of eighteen knots
or over. The Leviathan is the only really fast ship in the
foreign trade merchant fleet of the United States.

TaBLE 5: SPEED OF AMERICAN OCEAN-GOING MERCHANT
VEsseLs oF 1,000 Gross ToNs AND OVER, ACTIVELY
EMpLOYED 1IN FoREIGN TRADE ON JanNuary 1, 19291
(Source: U. S, Shipping Board)

l:‘aueﬂger and Freigh Tankers Tortal
Speed Gi G G G
1{
No| Tons |No.| “Tome [NeJ Tam |[No-| Tons
Private ownership

Under 12 knots...... 6| 20,835 |193| 966,567|107| 721,142 | 305 |1,708,544
12-13 knots. . ...... 86,907 | 32| 141,611 3| 22,881 | 56| 651,399
14-15 knots 108,822 | .. .. .. .. 13| 108,822
16-17 knots. . ...... 271282,717 | .. .. .. . 27| 282,717
18-19 knots. . ...... 1] 6,209 .. . .. .. 1 6,209

20 knots and over....{ .. .. .. . .. .. .. ..
Total............ 68| 505,490 | 225 [1,108,178/|110| 744,023 | 403 |2,357,691

U. S. Shipping Board

Under 12 knots...... .. .. 242 1,407,776; 1 7,045 [ 243 {1,414,321
12-13 knots. . . ..... .. .. 2 14,280] .. .. 2| 14,280

14-15 knots. ....... 6| 55,060 e .. 6] 55,
16-17 knots. . ...... 1] 21,329 1] 21,329
18-19 knots. . ...... 3| 51,526 3] 51,526
20knotsand over....| 1] 59,956 | .. .. .. .. 1{ 59956
Total............ 11| 189,871 | 244 [1,442,056] 1] 7,045 | 256 [1,616,972
Combined total. . .{ 79| 693,367 | 469 |2,530,234{111} 751,068 | 659 3,974,663

1 See footnote to Table 3, p. 22

The type of propulsion of the American vessels in foreign
trade is shown in Table 6. Vessels equipped with either
reciprocating or turbine engines comprise ?pproxxmatdy
ninety-five per cent of the total tonnage. Since the other
types of propulsion equipment are generally considered as
being an improvement over the_recxprocatmg or turbine
engine, it is evident that the American merchant fleet opera-
ting in foreign trade is deficient in this respect.

t See Table 2, p. 21.
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TasLE 6: TypE oF PropuLsion or AMERICAN OceaN-GoINg
MEercHANT VEsseLs or 1,000 Gross ToNs AND
OVER, AcTIVELY EMPLOYED 1N FoRrEIGN
TRADE oN JaNuary 1, 19291
(Source: U. S. Shipping Board)

Fawenger 308 | Freigh Tankees Total
Tyee of Propus G G Gross G
No. T':;: No. T?n.: No.|  Tone No. 'l!o'::
Private ownership
Reciprocating....... 451 257,829 1147 684,878 88} 599,289 | 280 [1,541,996
Turbine............ 211231,731 } 71| 400,214] 14| 74,491 {106 706,436
Motor............. 21 159300 7} 23,0860 7] 65315} 16} 104,331
Motor Electric. ..... . . .. .. . 4928 1 4,928
Turbo Electric. . .... i .. IR PO .. ..
Total............ 68| 505,490 | 225 [1,108,178]110] 744,023 | 403 |2,357,691
U. S. Shipping Board
Reciprocating. ...... 3| 63,027 77| 456,212] 1] 7,045 81| 526,284
Turbine............ 8]124,844 | 151 | 862,860 .. . 159 987,704
OtOr. . ..vveuvnen. .. . 11| 64,999 .. . 11] 64,999
Motor Electric. ..... .. e e .. .. e . ..
Turbo Electric. ..... . 5| 37,985].. .. 51 37988
Total............ 11} 187,871 {244 {1,422,056| 1| 7,045 [ 256 |1,616,972
Combined total ...] 79 | 693,367 | 469 |2,530,234{111} 751,068 | 659 [3,974,663

1 See footnote to Table 3, p. 22

O1L-BurniNG ToNNAGE

One of the most important developments of the present
century in the field of marine engineering has been the substi-
tution of oil for coal as fuel for ships. The advantages of the
use of oil as fuel are numerous. It is stated that the conver-
sion of the White Star Liner Homeric from a coal to an oil
burner made possible a reduction in the boiler room force
from 171 to 39 men, and lessened the fueling time at New
York from three days to fifteen hours! The fact that less
fuel space is required in the case of oil serves to increase
cargo capacity and to enlarge the cruising radius of an oil-
burning vessel as compared with a coal burner of similar
size. The motor ship has all these advantages together with
the additional advantage of reduced oil consumption. So

19;51-1 C.l 5Calvin and E. G. Stuart, “The Merchant Shipping Industry,” New York,
s Pe 126
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long as the world’s supply of oil is sufficient and the present
price relationship between coal and oil is maintained, oil-
burning vessels of both types will have a marked degree of
superiority over their coal-burning competitors.

The American merchant marine comprises a very substan-
tial amount of oil-burning shipping, as shown in Table 7.
The data in this table cover vessels actively employed
during the year 1928 in the coastwise and foreign trades

TasLe 7: AMERrIcAN CoaL-Burning, O1L-BUurNING AND
MoTor SHirs oF 1,000 Gross ToNs AND OVER, ACTIVELY
EMpLovED IN CoastTwise TRADE anDp ForEIGN
TRADE, DURING THE YEAR 1928
(Source: U. S. Shipping Board)

Coal-Burning Oil-Burning Motor Ships Toral
Type of Service
vl St |we | S o] S [me] S
Coastwise
Passenger and com-
bination......... 22| 94,099 | 76| 395,014| .. e 98| 489,113
Freighters.......... 99| 331,406 | 312(1,330,274] 11| 41,145 | 422/1,702,825
Tankers........... 1 7,074 | 178(1,195,876] 18 | 76,961 | 1971,279,911
Total............ 122 432,579 | 566(2,921,164] 29 | 118,106 | 717(3,471,849
Foll;eign trade 4
assenger and com-
bination......... 12 107,013 | 72| 609,473 1 8,196 | 85] 724,682
Freighters.......... 53| 227,700 | 413]2,224,383| 18| 96,297 | 484(2,548,380
Tankers............ 1| 2,951 145| 910,147] 7} 53,804 | 153} 966,902
Total............ 66| 337,664 | 6303,744,003| 26 | 158,297 | 722/4,239,964
Combined total. . . |188] 770,243 |1196|6,665,167| 55 { 276,403 |1439 7,711,813

respectively. In the former, approximately only thirteen per
cent of the tonnage is coal-burning; in the latter, less than
eight per cent. Of the sixty-six coal-burning vessels opera-
ting in foreign trade, twenty-five are less than 4,000 gross
tons in size. Motor ships constitute a small proportion of
the total tonnage in both the coastwise and foreign trades.
But, on the whole, the possession of so large a proportion of
oil-burning shipping serves to offset in part the disadvantages
previously indicated.
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DisTrIiBUTION OF SHIPPING SERVICES

The present relationship between the American merchant
marine and the foreign commerce of the United States may
be indicated by the distribution of shipping services under
the American flag among the various trade districts. This
is shown in Table 8. Of the total privately-owned tonnage,
exclusive of tankers, nearly twenty per cent is operated in
nearby foreign services, that is those to Canada, Mexico,
Central America, West Indies and the North Coast of South
America. Seventy per cent of the tanker tonnage which is
almost entirely under private ownership is operated in the
same trade districts. On the other hand, the greater part of
the tonnage owned by the United States Shipping Board is
engaged in transatlantic service, 160 vessels Ecing operated
in services to Atlantic Europe and the United Kingdom.!
Relatively few vessels are operated in indirect trades. Two
small vessels are shown to be so engaged. Likewise a certain
amount of cargo carrying between foreign ports is probably
done by the vessels in the service around the world. But the
American merchant marine as a whole is employed in
services between foreign ports and those of the United
States.

In addition to government-owned vessels of the United
States Shipping Board, there are four vessels operated by the
Panama Railroad which are likewise government-owned.
These four vessels, not shown in the table, comprise two pas-
senger and combination ships totaling 19,244 gross tons,
operated in the nearby trade, and two general cargo ships
totalling 5,201 gross tons, operated in a service to the West
Coast of South America. The operation of these vessels was
originally intended to provide the service required by the
Government in connection with the construction and main-
tenance of the Panama Canal. In recent years, however, the
ships have extended the scope of their operations, entering
into direct competition with private steamship lines.?

Shf The r;,centd sa!ﬁ of lthe (:}l:ited Stat? and Amcrit::‘:lg:’ nl\.d:ch(::tul;m b z::
scrvioe 55 soon 25 the transfer of those lines & fnally effected.

1 See, Chester Leasure, “Our Unfair Government,” Nation's Business, January,
1929.



TaBLE 8: ForeioN TrADE Services ProviDED BY PRIVATE AMERICAN AND UNITED StATES SHIPPING
Boarp VEsseLs oF 1,000 Gross ToNs AND OVER ON JaNuary 1, 1929
(Source: U. S. Shipping Board)

Passenger and Combination Freighters Tankers
. 3 . N i . . . N .S, . N T t: |
——— R R I s
No.| G |No.| For Mo S |mo| Sowr INe| Foour [mo| S |No| S
Nearby foreign....... [N 36 | 159,358 571 178,992] 1 4,828t 76| 525,714 170 868,892
South America
East Coast........... 5| 59,366 23| 117,972} 30| 160,259 1 6,984 | .. .. 591 344,581
West Coast....... 6| 36,330 21| 116,311} .. .. 7| 46,756 | 1] 7,045 35| 206,442
B Trans-Atlantic .
Atlantic Europe and United King-
dom......... Ceeeriiieenrnens 1] 17,281} 11 | 187,871 | 12| 62,756/ 149] 862,855 13| 78,988 . 186 11,209,741
Baltic Europe.....oovvvvvnnnn.. .. .. . .. 7] 35444 1 5,840 .. .. .. 8| 41,284
Mediterranean. ....... .. . 22| 114,936] 22| 118,963| .. .. . 44| 233,899
IndiaviaSuez.......oon0nvunen. .. 2 12,3441 6] 36,371 1 8,403 . 91 57,118
East and South Africa........... .. 51 28,224} .. .. 3| 18,420 . 8] 46,644
West Africa. ...oveinrvnrnncnsn. . 9| 48,735 1 5,769 .. .. 10| 54,504
Trans-Pacific
Orient and Far East.............| 9]127,286 . 43| 265,606] 20} 141,006] 6] 43,811 . 78| 577,709
Australia, . ... tesasasiarenseseas 31 17,994 . 11 56,107 8] 46,907 1 7,541 . 23| 128,549
Around theworld........o00ee....] 8] 87,875 . 12| 68329 6] 39,258 1 5,189 27| 200,651
Foreign trading, foreign ...........| .. .. . .. 1 2,422| .. .. 1] 2,217 .. 2 4,639
Total .. ......cviiiiiiiiiien.. 68 | 505,490 | 11 | 187,871 | 225 {1,108,178] 244 |1,422,056) 110 | 744,023 1 7,045 165913,974,663
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ComparisoN wITH ForeiGN MERCHANT MARINES

In order to complete the picture of the present status of
the American merchant marine, it would be desirable to
make some direct comparisons between the shipping oper-
ating in foreign trade under the American flag and the similar
shipping of the chief foreign maritime nations. Such
comparisons are difficult, not only because the data available
are limited, but also because the coastwise shipping of
foreign countries is not clearly distinguishable from that
engaged in foreign trade. However, a relatively small
amount of foreign coastwise shipping is represented when
only fairly large-sized vessels are taken as the basis of
comparison. In Table 9 is shown the number and gross
tonnage respectively of the steamers and motor ships of
1,000 gross tons and over belonging to the leading mantime
nations. The figures for the United States include only
vessels actively engaged in foreign trade. Great Britain
with over twenty million tons of shipping has both a larger
number of vessels and a larger gross tonnage than the other
five nations combined. The United States ranks second
although its margin of superiority over Japan is small.
If, however, only vessels of 6,000 gross tons and over are
considered, the position of the United States is measurably
improved. But this comparison does not take into account
the matter of age and speed which are competitively of
greater importance than total tonnage. The previous
analysis of the character of the American merchant marine
showed that a large proportion of the tonnage in foreign
trade represented vessels built during or immediately after
the World War and that the bulk of the general cargo
vessel tonnage had a speed of less than twelve knots. The
superiority of the shipping of foreign nations with respect
to age and speed is indicated in Table 10. The data in
that table cover only vessels of 2,000 gross tons and over
built during the years 1920 to 1928, inclusive. The United
States has 514,021 gross tons of shipping actively employed
in foreign trade with a speed of twelve knots or over;
Great Britain has 4,606,107 gross tons; and Germany
1,388,781 gross tons, not including vessels built prior to
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TaBLe 9: STEAMERS AND MotorsHirs oF 1,000 Gross ToNs AND ovER oF THE LEADING MARITIME
Countries or THE WorLD oN June 30, 1928
(Source: U. S. Shipping Board; original source, Lloyds Register, 1928-1929)

United Statest Great Britain Japan France Tualy Germany
Size—Gross Tons
No. | Grose Tons | No. | Gross Tons | No. | Gross Tons | No. | Gross Tons | No. | Gross Tons | No. | Gross Tona
1,0004,000...........0000cninennn. 220,804 [2164| 4,858,018 646| 1,468,148 | 412 922,560 1338 836,103 | 467 975,763
4,000~6,000.........c000000iuinnnnn 1,750,658 11344] 6,705,503} 255 1,313,141 {179 883,922 | 219 1,109,747 | 149 748,767
6,000 and OVEr..oovinnnnnn .o 2,003,201 |1013| 9,213,991 132} 1,004,873 | 131 | 1,214,759 | 148 | 1,249,200 {177 1,559,753
L 3,974,663 14521]20,777,512 |1033} 3,786,162 | 722 | 3,021,241 | 705 | 3,195,050 [ 793 | 3,284,283

! The figures for the United States include only vessels actively employed in foreign trade on January 1, 1929. The totals for the United
States, including laid-up and coastwise vessels and shipping on the Great Lakes, were 2,561 vessels and 13,289,080 gross tons.

TasLE 10: Speep or Suips or 2,000 Gross Tons AND oVER CONSTRUCTED IN THE YEARs 1920-1928,
IncrLusive, For OcEAN SERVICE rorR UNITED STATES, GREAT BRITAIN, JAPAN, FRANCE AND GERMANY
(Source: U. S. Shipping Board)

Soecd United Statest Great Britain Japan France Iraly Germany

pe No. | Gross Tons | No.| Gross Tons | No.| Gross Tons | No.} Gross Tons | No. | Gross Tons | No. | Gross Tons
Under 12knots. .......ovvvnennnnns. 344 1,897,712 | 764 | 3,747,624 | 121] 532,115 |133 506,948 | 98 547,738 | 167 637,587
12-13knots.....ocoveinnnns Cesrasen 22 135,017 {354 | 2,109,485 | 46| 272,467 68 439,179 | 38 234,120 {124 851,466
14-15knots. .. .oovnvniciinneninnnns 13 113,990 | 137 1,298,285 | 14| 117,984 16 130,190 5 47,108 | 25 243,735
16-17 knots. .. ........ [ 18] 221,089 | 64{ 900,865 1 3,620 6 43,990 2 14,916 8 141,666

18-19 knots. . ........... [ 5 43,925 6 105,232 1 16,800 1 19,000 3 59,753 | .. ..
20 knots and over.......... ceirrenns . .. 7 192,240 2 10,520 2 77,722 8 199,242 4 151,914
L T 4021 2,411,733 {1332 8,353,731 1185] 953,506 §226| 1,217,029 | 154 1,102,877 | 328 2,026,368

1Data for the United States include only vessels actively employed in foreign trade as of April 1, 1929,
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1920 or vessels of less than 2,000 gross tons. Moreover,
Great Britain has seven modern vessels with a speed of
twenty knots or over; Italy, eight such vessels; Germany,
four; Japan and France, two. The United States, on the
other hand, has only the Leviathan which was constructed
in 1914 and, is therefore, seven years older than any of
the foreign vessels represented.

In Table 11 is shown a classification of the same mod-
ern foreign vessels as coal-burning, oil-burning and motor

TasLe 11: CoaL-Burning, OiL-BurniNe aAxp Motor
Suips or 2,000 Gross Tons AND OVER CONSTRUCTED
IN THE YEARS 1920-1928, IncLusive, For OCEAN
SErvICE FOR UNITED STATES, GREAT BRITAIN,
Jaran, France aAND GERMANY
(Source: U. S. Shipping Board)

Coal-Burning Oil-Burning Motor Shipe Total
Cou: try G
™ No. g::: No. g[::: Na., sl;-::: No. 1":,:
Great Britain. ....... 653|3,291,470| 448[3,484,967231(1,577,294]1332] 8,353,731
Japan.............. 110] 490,568] 54| 321,546] 21} 141,392| 185 y
France.............. 148{ 637,797 71} 526,586 7| 52,646| 226] 1,217,029
Italy............... 65| 371,862| 41| 380,434{ 48| 350,581{ 154{ 1,102,877
Germany........... 208(1,043,952| 47{ 515,255] 73| 467,161} 328| 2,026,368
United States....... 13| 67,897 371{2,220,225| 18 l?.J,GMH 402| 2,411,733
Total............. 119715,903,54311032'7,449,013 398'2,7‘2,688[2627'16,065,244

1See footnote, Table 10,

ships. It is noteworthy that coal-burning vessels constitute
a substantial proportion of the total tonnage represented
and more than half of the tonnage of Japan, France and
Germany. As previously noted in Table 7 the American
merchant marine in both the coastwise and foreign trades
is made up largely of oil-burning vessels. In so far as
oil burners can be operated more cheaply than coal burners
the United States has a certain advantage over other
nations. But this advantage is offset by the superionty
of Great Britain, Germany and Italy in the possession of
motor ships. Great Britain has 231 such ships of recent
construction totalling 1,577,294 gross tons.
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This survey of the status of the American merchant ma-
rine has shown that, while there is at the present time a
considerable amount of shipping in foreign trade under
the American flag, there are several unfavorable elements
in the situation. In the first place, the bulk of the American
merchant fleet is comprised of slow speed cargo vessels
built during the war period. In view of the activity of
foreign shipyards and the addition of new vessels, partic-
ularly motor ships, to foreign fleets, it is evident that the
competitive position of the American merchant marine
will become difficult in the future, apart from any question
of comparative operating costs, unless provision is made
for the replacement of the inferior tonnage with new im-
proved and faster vessels. In the second place, it has been
shown that a substantial part of the American shipping
under foreign trade is operated by the United States Shipping
Board. It is evident, therefore, that one of the important
aspects of the merchant marine problem concerns the ques-
tion of continued government ownership. The two phases
of the situation which need to be considered next relate to
the activities of the Shipping Board and to the general
character and extent of private American shipping oper-
ations. These topics will be treated in the two following
chapters.



CHAPTER II1

THE OPERATIONS OF THE UNITED STATES
SHIPPING BOARD

S AT present constituted, the United States Shipping
Board is composed of seven Commissioners appointed
by the President on the following basis: two from

states bordering on the Atlantic, two from states on the
Pacific, one from states on the Gulf, one from states on
the Great Lakes and one from the interior.}

Recurarory Powers

The Board is empowered by the terms of its organic
Act, as modified by the Merchant Marine Act of 1920, to
exercise specific regulatory powers? over l{)rivately-owned
shipping operated in foreign trade as well as supervision
of the sale or operation of government-owned vessels. These
regulatory powers are similar in many respects to those
of the Interstate Commerce Commission. Shipowners are
specifically prohibited from using the deferred rebate,* from
operating “fighting ships,” from employing any retaliatory
measures against shippers patronizing other lines and from
making unfair or unjustly discriminato?' contracts. The
Shipping Board is charged with the enforcement of these
prohibitions, violation of which is punishable by a fine of

1 Originally the Board consisted of five members but was enlarged under the pro-
visions of the Merchant Marine Act of 1920.

% Regulatory powers are also exercised by the Bureau of Navigation of the De-
partment of Commerce. The dual character of governmental supervision over
shipping is obviously open to criticism. -

* The deferred rebate is defined as the *return of any portion of the freight money
by a carrier to any shipper as a consideration for the giving of all or any portion of
his shipments to the same or any other carrier, or for any other purpo: the payment
of which is deferred beyond the completion of the service for which it s and is
made only if, during both th:dpcriod for which computed and the period of defer-
ment, the shipper has complied with the terms of the rebate agreement or arrange-
ment.”

4 A “fighting ship” is a vessel used to drive another carrier out of businesa.

34
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not more than $25,000 for each offense. The Board may
also determine and prescribe reasonable classifications and
maximum rates and make such rules and regulations
affecting shipping engaged in foreign trade as are not in
conflict with existing laws. It is provided, however, that
no rule shall be adopted the effect of which would be to
give preference or favor to government-owned vessels over
those owned by private American interests. The Shipping
Board may give its approval to conference agreements,
copies of which must be filed with it, such agreements
when approved being exempted from the provisions of the
anti-trust laws. Finally, no American vessels may be
transferred to foreign registry or sold or mortgaged to
any person not a citizen of the United States without the
Board’s consent. This, in brief, summarizes the chief regu-
latory powers of the Shipping Board.

SALE OF VESSELS AND SERVICES

The questions arising out of the governmental regulation
of shipping through the agency of the United States Ship-
ping Board are of secondary importance, so far as the
present status of the American merchant marine is con-
cerned, to the problems related to the sale and operation
of the government-owned vessels. The Shipping Board is
authorized by the Merchant Marine Act of 1920 to sell
the vessels in its possession to American citizens at such
prices and on such terms as it may prescribe, subject to
the provision that the completion of payment of the pur-
chase price must not be deferred more than fifteen years.! In
fixing the sale price of vessels, the Board is directed to
take into consideration the prevailing market price and the
other facts and conditions *that would influence a prudent
solvent business man in the sale of similar vessels or property
which he is not forced to sell.” Sales may be made to
aliens, only if no American purchasers can be found and
then only by an affirmative vote of not less than five mem-
bers of the Shipping Board. With respect to the operation

1 The Merchant Marine Act of 1928 subsequently provided that no sale should
be consummated except upon the affirmative vote of five commissioners,

4
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of government-owned ships, the Board is directed to in-
vestigate and determine on what routes steamship lines
should be established for the development of foreign trade
and the maintenance of adequate postal service and to
operate vessels on those routes untif purchasers, who are
American citizens and who will agree to continue the
service, are found. The Merchant Marine Act of 1920,
also provided that the services already established at the
time of its enactment should be operated until, in the
opinion of the Board, their maintenance was unbusinesslike
and against the public interests. The administrative
duties arising out of the operation of the government-
owned vessels have been largely in the hands of a sub-
sidiary agency, the Merchant Fleet Corporation, formerly
called the Emergency Fleet Corporation. The Shipping
Board has, however, always retained control over the de-
termination of questions of policy.t

The policy of the Shipping Board in relation to the sale
of the government-owned vessels has been the subject of
considerable criticism.? The first sales of steel vessels were
made in 1919 at prices ranging from $210 to $225 a dead-
weight ton. These were from $10 to $25 a ton higher than
the average cost to the government and between $30 and
$50 a ton higher than the current reproduction costs in
American shipyards? Although the terms of sale were
radically changed at various times during 1920, the Board
showed no disposition to make the drastic price reductions
which were required to bring about the speedy sale of the
government-owned ships. Meanwhile, the state of de-
pression which had definitely settled over the shipping
industry put a stop to further sales and at the same time
rendered difficult the execution of sales already made.*

' i - o
Mer.f:‘ll:aenr ? eet w;gntﬁfw::h ‘:xtl;:: ot}':oﬂgcp:glem.wn: :xl:;
their complete separation has been recommended. U. S., 70th Con[g_nn, 1st Session,

“Hearings Before the Committee on the Merchant Marine and isheries,” Wash.
ington, D.C., 1928, Part 2, p. 842. See, also, Calvin and Stuart, op. cit., pp. 326-331.

1 See, for example, E. S. Gregg, “The Failure of the Merchant Marine Act of
1920,” American Economic Review, December, 1921, Vol. X1, p. 601,

2 Ibid,, p. 602

41t was stated in 1922 that of the 1,300,000 deadweight tons sold at price
averaging $177 per ton since the war, only 70,000 tons had been paid for, while in
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Provisions of the Merchant Marine Act

Partly to remedy this situation and partly to provide
guidance for the future conduct of the Shipping Board
operations, the Merchant Marine Act of 1920 was enacted.
Unfortunately this legislation was not sufficiently explicit
in dealing with the issue of government ownership. The
Board was directed to sell its war tonnage as soon as prac-
ticable, consistent with good business methods and the
objects and purposes of the Act. The combined effect of
the provisions dealing with the sale of the government ship-
ping was the prevention of any action on the part of the
Shipping Board in the direction of immediate disposal at
the best price obtainable under existing market conditions.
Although the object was declared to be the establishment
of an American merchant marine “ultimately to be owned
and operated privately by citizens of the United States,”
the Act did not provide for the abandonment of government
ownership and operation within any specified period of time.
In fact, the provision in the Shipping Act of 1916 directing
the Board to sell its ships within five years after the end of
the war was omitted in the Act of 1920.

The policy of the Shipping Board since the enactment
of the Merchant Marine Act of 1920 has been based upon
the assumption that the legislation provided for a con-
tinuance of government ownership and operation until
such time, not yet in sight, as private interests might be in
a position successfully to maintain the shipping facilities
and services now provided by the government-owned fleet.
In carrying out this policy, sales of ships and ship lines
have in some instances been conditioned upon the main-
tenance by the purchasers of specified service for a period
of five years. Since 1921, however, the Shipping Board
has shown a stronger disposition to get rid of its ships than
during the earlier period. The new Board created under
the provisions of the Merchant Marine Act of 1920 instituted

nd the ships were again in
o o o e S og Basra - Ses vesimany of Mr: Aler . Lske
U.'S., 67th Congress, 2nd Session, “To Amend the Merchant Marine Act of 1920,
Joint‘Hearings before the Committee on Commerce, United States Senate, iﬂg.cs‘;'i'i

mittee on Merchant Marine and Fisheries, House of Representatives, on
and H. R. 10644, Washington, D. C., 1922, Vol. I, p. 13.
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an examination into the conditions surrounding the existing
market for ships, and reached the conclusion that the
prices then asked, namely, $160 to $185 a deadweight ton,
were too high and that a price of $30 would be fair for
the best steel cargo tonnage owned by the Board! In
1923 a survey of the entire fleet was made and a basic
sales price assigned ‘to each vessel.? Various modifications
in the terms of sale have subsequently been made, as, for
example, the acceptance of a ten per cent initial cash
payment from purchasers of laid-up vessels.! The prices
accepted by the Board for vessels sold under an agreement
on the part of the purchaser to maintain a specified foreign
trade service have been considerably below the prices
obtained for vessels sold unconditionally. The Shipping
Board in 1928 approved the sale of the American Palmetto
Line, comprising nine vessels, for $211,455, or approximately
$3 per deadweight ton.*

During the seven-year period, 1921 to June 30, 1928, the
Shipping Board sold approximately one-half of the tonnage
acquired for a total of over ninety million dollars. This
included fifteen established ship-line services disposed of
on the basis of guaranteed operation for a fixed number of
years.® Several sales have been made since June 30, 1928,
the most noteworthy being that of the United States and
American Merchant Lines to P, W. Chapman and Company
for $16,300,000.

During. the fiscal years ended June 30, 1924 to 1928,
106 vessels aggregating 754,376 gross tons were sold for
restricted operation in designated trade routes. During
the same period 563,697 gross tons of shipping were sold
for operation without restriction, and 291,286 gross tons
were sold under agreements providing only for specified
improvements to be made by the purchasers. That a

1. S. Shipping Board, “Annual Report,” 1922, op. ¢it., pp. 189-190.
* Ibid., 1924, p. 94.

8 13id., 1927, p. 70.

4 Yournal of Commerce, Sept. 26, 1928, p. 1.

8. S. Shipping Board, “Annual Report,” 1928, p. 5. The prices received for
vessels purchased for operation in specified services ranged from $6 to $18.10 per
deadweight ton. See testimony of Mr, H. B. Walker, 70th Congress, 1st Session,
“Hearings on the Merchant Marine,” op. ¢it., Part 2, p. 380.
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large proportion of the vessels sold by the Board have gone
into the coasting trade is shown in Table 12.

In connection with the matter of ship sales it should
also be noted that not all of the vessels sold have been
fully paid for. As of June 30, 1928, the balance sheet of
the Shipping Board showed an item of $37,031,814.56
representing accounts and notes receivable for ship sales.!
In the case of a number of the earlier sales the Board was
forced to resume ownership of vessels because of the in-
ability of the purchasers to carry out their contracts.

TasLe 12: EmpLovyMENT ofF VEssers Sorp By UNITED
STaTEs SHIPPING BoARrD, JanNuary 1, 1929
(Source: U. S. Shipping Board)

Emplovment Number Gross Tons

Nearby foreign. ......................... 53 252,788
Overseas foreign. ............cooivunannn. 157 1,011,502
Coastwise. .. ... ...oiiiiiiininiiiinanan. 301 1,426,171
Total . ............................... 11 2,690,461
Sold for scrapping. ... ... ... .. ... ... ... 439 20247108

! Forty-three of this number not delivered.
? Deadweight tons.

Lamp-up FLEET

The entire fleet of the United Shipping Board, as of
January 19, 1929, comprised 630 vessels distributed as
follows:? . )

270 vessels of 2,442,420 deadweight tons in service, on
spot or being converted to diesel; .

147 vessels of 1,223,992 deadweight tons in first reserve
and in such shape that an average expenditure of 350,000
per vessel would make them active; .

118 vessels of 862,900 deadweight tons in second reserve
and requiring a large expenditure of money to make them
fit for service;

'U. S. Shipping Board, “ Annual Repo:;t," 1928,(;}’.:5;!;“ pd- ILZ‘S;'O“ Al Confirence
on.tﬂ? Merchanofhcilarine, hei'c.lri'ns\'vil::;mh:gD?tC., ; anuary 23 and 24, 1929. See,

“ Proceedings of the Second National Conference on t‘he Merchant Marnine,” issued
by the U. S. Shipping Board, Washington, D. C., 1929, p. 150.
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95 surplus vessels of 745,005 deadweight tons in such
shape that under normal conditions they should not be
considered in any fair survey of the fleet.

Of the total shipping tonnage owned by the Shipping Board
about forty-two per cent was in active service on January
1,1929.t Although, as indicated in the above classification,
some of the 447 vessels not in service were in fact ready for
use, this laid-up fleet as a whole represents surplus tonnage
the disposal of which is one of the major problems of the

TasLE 13: Size anDp SPeEeD oF VEssers 1n UNITED STATES
SuipPING Boarp Lamp-up FLEET AS or
January 1, 1929
(Source: U. S. Shipping Board)

Size—Gross Tons Number Gross Tons
20,000 andover. .........eiviiiniinann. . ..
15000-19,999. . ...t 2 37,732
10,000-14,999. .. ... . -
8,000 9,999, . ... 5 41,173
6,000~ 7,999, . ... 92 574,679
5000~ 5999, .. ... e 158 896,998
4,000-4999.......... .. i 51 235,816
2,000- 3999, ... 139 407,277
1,000~ 1,999, . ... .. ..
Total................................ 447 2,193,675
Speed
20knotsandover. . ......ccueiiaiinenn.. 2 37,132
12¢019knots. . ..........ccviiiiina.... .. ‘e
Under 10knots. ........................ 445 2,155,943
Total.............couiiiiiiiiinn... 447 2,193,675

Board. The distribution of this idle tonnage by size and
speed is shown in Table 13. The average age of the ships in
the laid-up fleet is nearly ten years. With two exceptions
the speed of these vessels is less than twelve knots.! The
average annual expenditure for the care and maintenance of
these inactive vessels during the past five years has been
approximately three and one-half million dollars.? The foreign
trade field is unlikely to provide under the most favorable
circumstances a future market for all of the Board’s un-
1 See Table 1, p. 19 of this volume.

2 The exceptions are the Monticello and Mount Vernon.
8See Table 16, p. 44 of this volume.
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used and aging ships. Moreover, the very existence of this
surplus tonnage acts as a check upon the construction of
the speedier and more modern vessels which are needed to
improve the American Merchant Marine. Likewise the
fact that persons without experience in the shipping field
may purchase these vessels at low cost and operate them
in competition with established services contributes to retard
the development of those services. These considerations
should be recognized in dealing with the problem of dis-
posing of this idle fleet.

Services MaiNTAINED

The failure of the United States Shipping Board to dis-
pose of the entire government-owned fleet has resulted in

TasLe 14: CarGo AND PasseNGER SErvICES MAINTAINED
BY THE MERCHANT FLEET CORPORATION ON
Ju~e 30, 1928
(Source: U. S. Shipping Board)

Type of Service Number of Services | Number of Vessels
European trades........................ 27 146
Mediterranean trades. . .................. 3 16
South American trades........ e 7 30
FarEasttrades......................... 8 L8
Total . .............................. 47 230

the continued operation, under the control of the Merchant
Fleet Corporation, of those shipping services considered
essential to the development of American foreign trade
and to the maintenance of an efficient American merchant
marine. More than two hundred passenger and cargo
services, employing 1,023 vessels, were instituted immedi-
ately after the World War? The subsequent depression
of the shipping industry made contraction of operations
necessary, and by the middle of 1923, the number of services
had been reduced to seventy-eight, employing 356 vessels.?
Since that date, further reductions have been made as a
result of consolidation of services, sale or abandonment.
The distribution of the active government-owned shipping
1U. S. Shipping Board, “ Annual Report,” 1920, p. 140.  *1bid., 1923, p. 182
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at the close of the fiscal year ended June 30, 1928 is shown
in Table 14.2

" Except in the case of the United States Lines, which have
been operated directly by the Merchant Fleet Corporation,
the actual management of the services provided by the
government-owned fleet is in the hands of private operators.
The names of those operators and the amount otP govern-
ment-owned shipping operated by each company are shown
in Table 15. The terms of the contracts under which such
private operation has been conducted have been changed
from time to time, but the underlying policy has always

TasLe 15: OperaTtors oF UNITED StTaTES SHIPPING BoaARrD
VEesseLs, witH THE NUMBER AND GRross ToNNAGE or
THE VESSELS OPERATED AS oF Decemser 31, 1928
(Source: U. S. Shipping Board)

Name of Operator Number Groes Toss

Cosmopolitan Shipping Co...........ccccnvuinnn.. 11 61,421
Colombian S. S. é’o .............................. 4 19,281
Black Diamond 8. S. Corp.. . ......ccvveenennnen.. 16 98,336
Roosevelt S.5.Co.......ccoviiiiiiiiinniaa., 29 185,269
. H. Winchesterand Co...........cccovvervnnnn. 10 61,982
ampa Inter Ocean S.S8.Co...........ccvvennnn. 23 149,759
C.H. Spragueand Sons. .............c0veevnnnn. 13 71,306
Dixie 8. 8. C0.. . oev it inii e e 25 142,325
Mississippi Shipping Co..........oovvvnininnnnenn 18 99,067
Waterman S. S. Corp. .. ....vvvevrarnrrnnnnnenns 14 82,607
Consolidated Navigation Co.. .. .................. 19 100,477
Sykes Bros. Ripley S.S.Co................cuane.. k1] 225,977
Texas Oceanic S.S. Co........oovneiivininnnaen. 17 105,707
United StatesLine. . ..............ccoiiiiaana.. 6 150,721
Rogersand Webb. ..........coivivveninninnnens. 8 45,114
Total. ... .. e 251 1,599,349

been to make the operator responsible for the equipment
and management of the vessel and to allow him a percentage
of the receipts as a reward for his work.? Since the operator
under this policy assumes no responsibility for any losses
incurred, the incentive to efficient management 1s not
strong.  Although in recent years the Merchant Fleet
Corporation, by close supervision of the activities of its
operating agents, appears to have increased operating
efficiency, the basic weakness of the present contractual
11bid., 1928, p. 11

.%1n a few cases, ships have been operated under bareboat charter, which is in
effect a rental procedure.
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arrangements is difficult to overcome.! Unfortunately no
other policy, except that of direct government operation,
seems practicable under existing circumstances. The pre-
sent low level of ocean freight rates, as well as the high
cost of ship operation under the American flag, renders
the assumption of the risks of ship operation unattractive
to private operators. Moreover, at least some of the ser-
vices maintained by the Shipping Board offer little hope
of ever becoming profitable.

DEericiTS

The operating activities of the Merchant Fleet Corpora-
tion have produced an annual deficit of very considerable
amount. The losses resulting from ship operation, plus
the cost of maintaining the inactive vessels, during the
fiscal years from 1924 to 1928 are indicated in Table 16.
It should be noted that these losses do not include any
allowance for depreciation and interest.? Although the
yearly deficit has been materially reduced since the high
point in 1924, the future offers little hope of transforming
government operation into a profitable business trans-
action. Tanker operation alone has been uniformly profit-
able. For the fiscal year 1927, the United States L}ne,
operated directly by the Merchant Fleet Corppranon,
showed a profit, but in the following year that line was
again operated at a loss. The operation of freighters has
been responsible for a large part of the losses incurred.

In support of the continued operation of the government-
owned fleet on the present basis until such time as private
interests are willing to assume responsibility of the main-
tenance of the services now provided, it is contended that
the losses incurred have been more than offset by the
benefits to American importers and exporters resulting
from low freight rates and adequate shipping facilities. In
particular, two instances of special service are cited to

1 These contracts were criticized in both the majority and minerity reports of
the Select Committee of Inquiry into Operations, Policies and Affairs of the Umtl«:
States Shipping Board and Emergency Fleet Corporation, 69th Congress, d’v
Session, House Report, No, 2, Washington, D. C., 1925, pp. 21, 51. l‘[;':’ rdme:de}
reported that a new operating agreement was being formulated by the Board, u e
which operators would be required to assume a part of the losses incurred. Fou
of Commerce, October 31, 1928, p. 1. .

1 Provision for insurance is included as an operating cost.



TasBLE 16: ProriT AND Loss or THE UNITED StaTEs SHIPPING Boarp MEeRrRcHANT FLEET CORPORA-
TIoN, ExcLupinG LiQuipaTioN, FiscaL YEArs 1924-1928, INcLusIVE
(Source: Annual Reports of the U. S. Shipping Board)

Type of Service 1924 1925 1926 1927 1928
Freighterde s e v uenininenereneneneneeeneeeeeereenns $33,529,685.05 | $24,433,853.13 | 815,520,937.01 | $13,914,071.87 | $14,770,140.48
Passenger and cargo (excluding United States Lines), pas-
P S s 107549375 | 1,798,696.44 36,592.96 67,376.71 82,676.88
United States Lines, passenger...................... 346345442 | 231586295 | 1496,795.10 371,085.64 465,303.58
S Tankers. ....... S 1,012,098.29 685,901.72 385,367.15 782,102.57 164,906.74
Total 0cean OPerations. . ..........oeueeeennn... $37,356,564.93 | $27,862,510.80 | $16,663,957.92 | $12,828,260.37 | $15,153,219.20
TUES. cev it e ceresanans 10548546 16,894.67 7,150.43 27,093.29 23,078.86
Chartered vessels.......coooiiiiiiiiiainieneneennns 40,850.89 20,389.06 171.28 27,500.07 29,983.91
Total vessel OPerations. ..........eeevueeeenen.. $37421,199.50 | $27,859,016.11 | $16,661,97877 | $12,773,66701 | 815,100,156 45
Expense of inactive vessels. . ..........c..oivvnnnnn. 4,467,569.75 | 2708373.82 | 3843781.23 £,438942951 2,072,560.68
Miscellaneous income, Ret.....ooviiiiienniinennnn. 692,374.66 503,601.49 899,151.25 1,286,198.08 893,648.52
L0880, v i e e $41,196,394.59 | $30,063,788.24 | 819,606,608.75 | 815,926,411.88 | $16,279,368.57

Amounts in Italics represent losses.
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show the value of the Shipping Board’s operations. In
1924, the Board supplied additional tonnage out of its
reserve fleet to meet the demands of the grain movement
out of the port of Galveston, Texas, with the alleged result
of a saving to the farmers in the form of lower freight rates
and higher prices for their grain! During the fiscal year
ended June 30, 1927, a similar emergency situation occurred
as a result of the British coal strike which caused a large
number of foreign ships to be drawn into the coal trade,
thereby giving rise to a' temporary shortage of shipping
needed for transportation of the cotton and grain crops.
Nearly a hundred of the laid-up vessels were put into
operation at an expense of approximately two and one-
half million dollars. In its annual report the Shipping
Board stated that the benefit to American grain and cotton
producers resulting from this action by the Merchant Fleet
Corporation had been estimated to have amounted to
several hundred million dollars.?

In addition to these special instances, it is contended
that the operation of the government fleet has been bene-
ficial because it has been instrumental in lowering ocean
freight rates, as well as in developing new foreign trade
routes. To give the United Sates Shipping Board entire
credit for the drop in ocean freight rates after the war
would be to ignore the numerous other factors which con-
tributed to that result. The existence of the government-
owned shipping tonnage undoubtedly had a direct influence
upon ocean transportation rates, but that influence did
not arise solely from the operating activities of the Board.
Moreover, the effect of the depressed c?m.imon of tl}e
shipping industry upon American shipbuilding and ship
operation raises the question whether this excessive lowering
of freight rates was wholly beneficial to American industry.

INTEREST IN PoRT DEVELOPMENT
The United States Shipping Board has without doubt
been influential in bringing about the development of

1U. S. Shipping Board, “Annual Report,” 1925, p. 23.
8 Ibid., 1927, p. 71.
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many of the smaller ports by establishing regular services
from those ports. Among the lines operating vessels out
of the less important ports of the South Atlantic and Gulf
districts are the Mobile Oceanic Line and the American
Palmetto Line. The former maintains a cargo service
from Mobile, Pensacola and Gulfport to England and the
Havre-Hamburg range. The latter, which was sold by
the Shipping Board in 1928, operates a similar service out
of the ports on the South Atlantic between Wilmington,
North Carolina, and Jacksonville, Florida, to the United
Kingdom and Continental Europe. The smaller Gulf and
Atlantic ports are also served by other lines of government-
owned vessels operating primarily through the larger ports,
particularly New Orleans.! It is probable that the Shipping
Board lines handle the greater part of the cargo tonnage
carried by American vessels passing through the smaller
ports.

While the operation of government-owned vessels from
the less important ports of this country contributes to port
development, the question remains whether the amount
of available cargo is sufficient to justify all of the ser-
vices now maintained by the Shipping Board. There seems
to be a certain amount of unnecessary duplication of ser-
vices in some instances. For example, the Texas U. K.
Line, the Dixie U. K. Line and the Mobile Oceanic Line
all run to English ports from Galveston and Houston,
from New Orleans and from Mobile, Pensacola and Gulf-
port, respectively. Similarly, Havre, Ghent and Antwerp
are reached by three lines from corresponding groups of
Gulf ports. Some light might be thrown on the question
of whether or not this form of duplication of service is
justified if information were available showing the com-
parative deficits of the services operated under the direction
of the Shipping Board. Unfortunately these data have
not yet been made public.? It cannot be determined, there-

1 For a description of the various services, see, U. S. Shipping Board, “Trade
Routes and Shipping Services,” Washington, D. C., 1928,

2 It appears that this information is contained in the original copy of a report by
H. N. Lawrie, “ The American Merchant Marine,” as submitted to the proper con-
gressional committees, but is omitted in the mimeographed copies released by the
Shipping Board on March 4, 1928.
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fore, whether the operation of government-owned vessels
out of minor ports is in accord with sound business policy.
The existing situation gives rise to the impression that
political influences have been in part responsible for the
continued operation of at least some of the Board’s services.

In concluding this discussion of operations of the United
States Shipping Board, mention should be made of certain
supplementary activities particularly those relating to ma-
rine insurance. The Shipping Board, under the authori-
zation of the Act of 1920, created an insurance fund which
it has used to insure the interest of the Government in
vessels owned or sold. Under section 501 of the Merchant
Marine Act of 1928, it is provided that this fund may also
be used to cover any interest of the Government in vessels
operating under mail contracts or built under the provisions
of the construction loan fund. This legislation would seem
to establish the Government permanently in the business
of marine insurance. In the absence of very definite proof
that private American companies in that field are unable
to provide the facilities required, this form of governmental
competition with private enterprise is not justified.

It may be anticipated that the United Shipping Board
will continue to function as an administrative and regulatory
agency. The maintenance of the Board’s research bureau,
which has been the source of new and valuable information,
is also desirable. But the application of sound principles
of government to the American merchant marine problem
should bring about the early withdrawal of the Shipping
Board from the business of marine insurance as well as of
ship operation.



CHAPTER 1V
PRIVATE AMERICAN SHIPPING INTERESTS

RIVATE American concerns operating ocean-going

vessels in foreign trade! may be classified in two groups.

The first group comprises the so-called industrial
carriers, which are employed primarily in the carriage of
their own products or raw materials. The second group
consists of the common carriers, which are operating general
passenger and cargo services. Each of these groups has its
own peculiar problems.

INDUsSTRIAL CARRIERS

The first group of private American ship operators, the
industrial carriers, constitute an important part of privately-
owned American shipping. In fact nearly one-half of the
total privately-owned tonnage under the American flag is
represented by ships owned and operated by industrial or
importing concerns and used chiefly for the transportation
of the products or property of their owners. Arguments
have been advanced to support the grant of governmental
assistance to industrial carriers, despite the fact that their
operation is primarily for private purposes, on the ground
that this class of shipping would be valuable in times of
emergency and should not be discriminated against because
of the character of its ownership. In any case, these in-
dustrial carriers must be considered as an integral part of
the American merchant marine, and the commodities
transported by them a part of the foreign commerce of the
United States. This development in the shipping field is
merely a duplication of the integrating process which has
taken place in other lines of industry. Moreover, these
industrial carriers also operate to some extent as common
carriers. For example, in 1926 the fleet of the United

1 A list of private American shipowners and the number of vessels and gross ton-
nage owned by each are given in Appendix B of this volume.

48
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Fruit Company, in addition to bananas, carried 66,848
passlengers, 993,683 tons of freight and 196,480 bags of
mail.!

The number and gross tonnage of the vessels operated as
industrial carriers in the various trades during the year
1928 is shown in Table 17. In the combined nearby and
overseas foreign trades, there was a total of 246 vessels of
1,458,503 gross tons. Approximately one-half of that
tonnage represented tankers operated in the nearby foreign
trade. Fifty-nine vessels of 328,718 gross tons purchased
from the United States Shipping Board are included among
the industrial carriers in foreign trade. Among the more

TasLe 17: AmericaN INpusTriaL CARRIERS OPERATED
IN CALENDAR YEAR 1928
(Source: U. S. Shipping Board)

Foreign Trade
Total I t] Co:
Type of Service Overseas Nearby
vo St |el S o] St o] St |e] S
Tankers.......... 381{2,371,917] 41 [266,611]119|765,817|138|922,706| 83 [416,783
General cargo... ... 96| 447,777 40 |249,377] 46|176,698| . . .. |10] 21,702
Total........... 477(2,819,694| 81 |515,988]|165(942,515[138(922,706| 93 438,485

important owners of industrial carriers engaged in foreign
trade are the United States Steel Products Company, a
subsidiary of the United States Steel Corporation, which
operates thirty-seven vessels of 194,782 gross tons under
the American flag, the United Fruit Company with twenty-
three vessels of 98,000 gross tons and the Pan American
Petroleum and Transportation Company with twenty-one
vessels of 129,353 gross tons. In some instances vessels
under foreign flags are also operated, either directly or
through subsidiaries, by American industrial concerns.

CommoN CARRIERS
The second group of private American ship owners, those
operating vessels as common carriers in foreign trade,
1" Moody's Manual of Investments, Industrial Securities,” 1927, p. 152,
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TasLE 18: Lines FormMERLY OWNED AND OPERATED BY
THE UNI1TED STATES SHIPPING BoARD, Now PRIVATELY
OwNED AND OPERATED, AS OF APRIL 1, 1929
(Source: U. S. Shipping Board)

Ships Operated

Line Route
Number|Gross Tons
American Australia Orient San Francisco and Los Angeles to
(now Oceanic and Orien- Australia, Japan, China and
tal Navigation Co.) 21 1128,385( Philippines
American Export 21' | 108,960 | New York to Mediterranean ports
American Merchant 5 37,150 | New York to London
American Oriental Mail 7 | 53,182 | United States Pacific Coast ports to
(ngws ga;oma Oriental Far East (freight service)
.S. Co.
American Palmetto 9 | 45,720 | South Atlantic ports to United King-
dom, Havre-Hamburg range
American Scantic 9 | 47,126 | United States North Atlantic ports
to Baltic ports
American South African 5 | 28,272 | United States North Atlantic ports
to South and East Africa
American West African 113 | 60,131 | United States North Adantic and
Gulf ports to West Africa
American Oriental Mail 5 70,730 | Tacoma and Seattle to Far East
(now American Mail Line) (passenger service)
California Orient 4% | 49,312 | San Francisco and Los Angeles to
Far East (passenger service
American Antilles 1 2,606 | New York and Hampton Roads to
(nocv; Oc)ean Dominion S.S. Lesser Antilles
rp.
Dollar-Around the World 8¢ | 95,119 | Around the World
North Pacific 6 | 32,583 | Pacific Coast ports to West Coast of
(Grace Lines) South America
Oregon Oriental 11 61,819 | Columbia River ports to Far East
{now States S.S. Co.) . .
Pacific Argentine Brazil 39,483 | United States Pacific Coast ports to
. East Coast of South America
Pan American 7 | 67,320 | New York to East Coast South
(owned Munson S.S. Co.) America .
Gulf Brazil River Plate 12 | 63,451 | Gulf ports to Trinidad and East
Coast of South America
United States Lines 6 | 150,721 [ New York to Cobh, Plymouth,
Southampton, Cherbourg and
Bremen )
Colombian S.S. Co. 5 12,948 | New York to West Indies and Co-

lombia

1 Total of twenty-two vessels purchased; one vessel of 5,673 gross tons lost.

* Total of eight vessels purchased; one vessel of 4,975 gross tons lost. Includes
two vessels of 11,682 gross tons, bareboat charter from U. S. Shipping Board.

$ Includes one vessel of 5,769 gross tons, bareboat charter from U. S. Shipping

Board.

4 One vessel now operated by Dollar-Around the World Line, transferred from

California Orient Line.
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includes both the older established companies and several
newcomers in the shipping field, the latter being chiefly
purchasers of services formerly maintained by the United
States Shipping Board. Private American steamship lines
which have been in operation for a considerable period of
years are practically limited to the nearby trades. Some
of these established concerns also operate vessels in the
coastwise trade. In some instances vessels purchased from
the Shipping Board have been added to these lines.

In the overseas trades, the private American lines are
almost without exception services originally inaugurated
by the Shipping Board. A list of these services is shown
in Table 18, in which is also indicated the number and
tonnage of the vessels operated in each service. Many of
the purchasers of these services have had considerable
shipping experience; a few are relatively inexperienced.

The total tonnage of the privately-owned American ves-
sels operated as common carriers in foreign trade during
the year 1928 amounted to 1,544,536 gross tons, of which
166 vessels of 1,082,284 gross tons were engaged in overseas
trade and 109 vessels of 462,252 gross tons were in nearby
trades. Of these 275 vessels in foreign trade, 186, repre-
senting 1,064,763 gross tons, were formerly owned by the
United States Shipping Board.

PurcHASERS OF SHIPPING BOARD SERVICES

The position of purchasers of Shipping Board vessels,
particularly the operators of former Shipping Board services,
is in some respects superior to that of other American ship
operators. The low initial cost of the ships operated tends
to reduce the fixed charges of interest, depreciation and
insurance. In the case of the Export Steamship Corpora-
tion, the purchaser of the service between Nox;th Atlantic
ports and the Mediterranean and Black Sea, 1t 1s estimated
that the fixed charges on one of its twenty-one vessels,
which were purchased from the Shipping Board for $7.50
per deadweight ton, amount to only $14,968 for the first
year. But, if any of these ships were replaced by a new
American-built vessel, the fixed charges on that vessel

5
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would be $201,096 for the first year, or an increase of
$197,128. This increase would be even greater if the newly
constructed vessel was a motor ship.! The other pur-
chasers of Shipping Board ships are in a similar situation;
that is, their present fixed charges are low but will remain
low only during the lifetime of those ships which, being now
approximately ten years old, will need to be replaced during
the next decade.

To what extent private ownership has produced profits
out of services, which under the Board’s ownership and
operation showed a continuous record of losses, 1s not
a matter of public record except in the case of the Ex-
port Steamship Corporation. If the financial position of
that company be assumed to represent the general situa-
tion with respect to the purchasers of Shipping Board ser-
vices, it would seem improbable that those services could
be indefinitely maintained in the absence of governmental
aid unless a substantial increase in the general level of
ocean freight rates should take place in the near future.
On nine voyages in 1925, the losses of the Export Steamship
Corporation were $37,836.53; on seventy-four voyages in
1926, they were $244,585.09.2 Although these losses are
materially below those sustained prior to the purchase of
this line from the Shipping Board, they indicate that, under
existing conditions in the shipping field, the successful
operation of ships in the less profitable trade routes can not
be assured merely by the sale of government-owned vessels
at nominal prices.

AMERICAN OWNERSHIP OF FOREIGN VESSELS

One other aspect of the situation with respect to privat'c
American shipping interests requires consideration. This
relates to the American ownership and operation of vessels
under foreign flags. From the viewpoint of national pride,
it is apparent that the maritime prestige of this country
is matenially reduced through the unwillingness of American

1U. S., 70th Congress, 1st Session, “ Hearings on the Merchant Marine,” op. ¢ity
Part 2, p. 380.

3 Ibid., p. 738.
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companies to operate all of their vessels under the American
flag. Likewise these American-owned, foreign-flag ships
are not available for purposes of national defense. But,
in so far as the foreign trade interests of the United States
are concerned, it may be assumed, at least in the case of
foreign vessels operated as industrial carriers by American
companies, that the American ownership affords some

TasLE 19: ApproXIMATE GRross ToNNAGE oF VESSELS oF
1,000 Gross Tons AND ovER OwWNED AND OPERATED
BY AMERICAN SHIPPING INTERESTS, PRIVATE
AND GOVERNMENTAL, 1928
(Laid-up tonnage excluded)

Coastwise or | Overseas Nearby
Ownership Inter-Coastal[ Foreign Foreign Total
Gross Tons | Gross Tons | Gross Tons | Gross Tons
Private ownership
Common carriers............. 1,129,128} 1,129,230 | 462,252 | 2,720,610
Industrial carriers. ........... 1,361,191 515988 | 942,515 | 2,819,694
U. S. Shipping Board?
Private operation............. .. 1,459,966 6,295 | 1,466,261
Government operation. .. ..... .. 150,711 .. 150,711
Panama railroad?
Government operation. .. ... .. . 5,201 19,244 24,445
Priate ownership
Under foreign flags®. . ......... .. 2,326,244 2,326,244

1 This figure was obtained by deducting the tonnage of industrial carriers operated
in the coastwise trade during the calendar year 1928 from the total active tonnage in
that trade as of January 1, 1929.

3 The data covering the vessels of the United States Shipping Board and the
Panama Railroad are as of January 1, 1929. All other figures, except as noted in
footnote 1, are for the calendar year 1928,

3 The information regarding American-owned foreign flag ships was obtained
from the U. S. Shipping Board. Of the 460 vessels represented in the tonnage
figure, 268 vessels oFl,678,720 gross tons were operated between United States and
foreign ports, and 192 vessels of 647,524 gross tons were in service in or between
foreign countries.

measure of protection. In 1928 there were 460 American-
owned vessels under foreign flags with a total tonnage of
2,326,244 gross tons. This tonnage was almost equal to
that of the American vessels owned and operated in foreign
trade by private interests. It is evident, therefore, that
on the basis of capital investment in ocean .shlemg, the
position of the United States as a maritime nation Is stronger
than figures showing the tonnage of American vessels

.
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would seem to indicate. Likewise, percentage figures
representing the proportion of the ocean-borne foreign
commerce of this country carried respectively in American
and foreign ships tend to exaggerate the actual degree of
dependence of American exporters and importers upon
foreign shipping interests. These facts must be borne in
mind in attempting to analyze the American merchant
marine problem.

By way of summary, Table 19 gives an approximate and
general idea of the relative importance of the various groups
that constitute American shipping interests.



CHAPTER V

THE AMERICAN MERCHANT MARINE IN RELA-
TION TO FOREIGN TRADE

ownership of the existing shipping facilities under
the American flag have been described. It is now
necessary to examine the situation with respect to American
foreign trade, particularly that part which is ocean-borne,
in order to determine the extent to which those facilities
are either inadequate or unsatisfactory from the viewpoint
of their influence upon the development of American trade
interests. This survey of the situation will include, first, a
statement of the various grounds upon which it is argued
that an American merchant marine is necessary for the
protection and expansion of foreign commerce, and, secondly,
an analysis of the character of that commerce and of the
extent to which American exports and imports are now
being carried in American ships. ]
In the chapter dealing with the basic considerations in
merchant marine policy, the fundamental relationships
between trade and shipping were noted. That discussion,
however, did not emphasize the individual interests of the
United States in the maintenance of a merchant marine.
It is, therefore, desirable to state as briefly as possible the
reasons why shipping facilities under the American flag
are considered essential to the welfare of American foreign
trade.

IN THE preceding chapters, the amount, character and

VALUE oF A MERCHANT MARINE To FOREIGN TRADE

The volume of American foreign commerce, of which at
least seventy-five per cent is ocean-borne, 1s so large and
its character so diversified that the maintenance of adequate
and uninterrupted shipping services to all parts of the
world is essential. Such services can be assured only through

55
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the maintenance of steamship lines owned by American
interests and operated as common carriers. Dependence
upon foreign shipping, it is argued, is objectionable for
various reasons. In the first place, the United States is
an industrial rival of the leading maritime countries of
the world, competing in world markets both in the sale of
manufactured exports and in the purchase of raw materials.
This fact alone renders the over-dependence of American
exporters and importers upon foreign shipping inadvisable.
Foreign ship operators can not be expected to have an inter-
est in the protection and development of American com-
mercial relationships abroad beyond that required to enable
their vessels to secure full cargoes.

Where the lack of shipping facilities under the Ameri-
can flag makes necessary the transportation of American
exports and imports in foreign ships, there is present the
threat of discriminatory treatment, the possibility that
valuable trade information regarding shipments may be
conveyed to foreign competitors and the danger that
conditions or circumstances may arise in foreign countries
tending to hamper that trade. In particular, such de-
pendence on foreign shipping exposes American commerce
at all times to the serious consequences which naturally
follow the withdrawal of foreign ships as a result of con-
ditions in their home ports. The British coal strike, for
example, gave rise to a shortage in the shipping required
for the carriage of American exports and imports because
a large number of British vessels were diverted to the
coal trade. These dangers would be minimized by the
development and maintenance of an adequate American
merchant marine.

A merchant marine under the American flag is also
considered necessary to provide security against unreason-
able freight rates. Whenever special conditions give rise
to a shortage of shipping facilities, freight rates soar. The
maintenance of an adequate amount of American-owned
and operated shipping in foreign trade would lessen the
influence upon the level of freight rates of any shortage in
shipping brought about by external circumstances. But
there is also need for protection against the unreasonable
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rate increases which may occur at any time as a result of
agreements between competing foreign steamship lines.
The complete dependence of American exporters and
importers upon steamship lines under foreign ownership
would be unfortunate, particularly since no effective control
could be exercised by the Government over the rate con-
ferences of those foreign lines. The operation of a substan-
tial American merchant fleet is required to provide a safe-
guard against the possible exactions of foreign monopolies
in the shipping field.

Finally, a merchant marine is needed to assist in the
development of new markets for American exports. In
many industrial fields, the domestic market has reached,
or is reaching, a point where the demand is below productive
capacity, a condition which greatly increases the need for
finding new and wider markets abroad to take care of the
exportable surplus. Direct shipping connections between
the United States and South America, Africa, Australia
and the Orient are essential to the development of new
markets in those regions, and such connections can be
satisfactorily assured only by the maintenance of line ser-
vices under the American flag. A merchant marine is in
itself a form of national advertising which may be expected
to contribute materially to the development of any nation’s
foreign commerce. But in addition, shipping lines are
instrumentalities through which commercial relations can
be established and new lines of trade opened up. The
interest of foreign ship operators in securing full cargoes is
regarded as an unsatisfactory substitute for the services
and patriotic efforts of American shipowners in promoting
the expansion of American foreign trade.

Bearing in mind these various arguments in regard to the
value of 2 merchant marine from the viewpoint of American
foreign trade, the position of the existing shipping under
the American flag in relation to the carriage of American
exports and imports may now be examined. The situation
with respect to the participation of American vessels in
the passenger traffic must also be considered. )

In so far as the need for maintaining an American mer-
chant marine is concerned, only ocean-borne commerce 1S
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involved. While the water-borne commerce between the
United States and Canada is important in other respects,
it does not affect the merchant marine problem, since the
activities of vessels on the Great Lakes are restricted and
since the various factors which in other fields tend to im-
pose a competitive handicap upon the operation of ships
under the American flag are largely inoperative in the case
of Great Lakes shipping. The data required to present an
accurate picture of the past as well as the present situation
should, therefore, be based entirely upon ocean-borne com-
merce. It is not, however, always possible to separate
foreign commerce over the Great Lakes from that which is
ocean-borne. This is particularly true with respect to the
statistical data based upon the value of American exports
and imports which are the only data available for the
years preceding 1921, at which date the United States
Shipping Board started the compilation of extensive infor-
mation regarding the amount and distribution of the cargo
tonnage of American water-borne foreign trade.

PERCENTAGE oF CarRGo CARRIED IN AMERICAN VESSELS

At the beginning of the present century, American vessels
were carrying only a small percentage of the total value
of American water-borne exports and imports as shown in
Table 20. The average for the period from 1900 to 1914 was
only 9.8%. If allowance is made for the inclusion of Great
Lakes commerce, in which the participation of American
vessels has always been considerable, it is probable that
the share of American ships in the ocean-borne trade was
not more than eight per cent. The' greater part of this
eight per cent was comprised of trade between the United
States and nearby foreign regions, particularly the West
Indies. The 'amount of overseas commerce carried in
American vessels was practically negligible.

This situation was changed following the commencement
of the World War, first, by the transfer of foreign vessels
to American registry and, secondly, by the construction
of vessels and inauguration of services under the direction
of the United States Shipping Board. In 1920 American
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ships carried 42.7% of the total water-borne trade based
upon value, a figure which would probably be reduced to
approximately 40% if commerce on the Great Lakes were
excluded. Since that date, however, there has been a
downward trend as a result of the expansion and im-
provement of foreign shipping, as compared with the
stationary or declining status of the American merchant
marine which has previously been described. The situation
in recent years can be outlined more sharply by an exami-
nation of the data regarding the distribution of cargo tonnage
which have been collected by the United States Shipping
Board. This is shown in Table 21.

TasLe 20: Per CeNnT oF THE VALUE oF THE WATER-BORNE
Foreion ComMmERCE oF THE UNITED StaTEs CARRIED
IN AMERICAN VEsskLs, 1870-1928, IncLusive!
(Source: *“Merchant Marine Statistics, 1928”")

Year Per Cent Year Per Cent Year Per Cent
1860 66.5 1915 14.3 1922 34.7
1870 35.6 1916 16.3 1923 33.2
1880 17.4 1917 18.6 1924 36.3
1890 12.9 1918 21.9 1925 34.1
1900 9.3 1919 27.8 1926 322
1905 12.1 1920 4.7 1927 34.1
1910 8.7 1921 39.8 1928 33.6

Y Includes that on the Great Lakes. Data are for fiscal years ended June 30.

A comparison of the percentage figures based on tonnage
in Table 21 covering the total water-borne commerce of
the United States with the corresponding figures based on
value in Table 20 shows that the former, except in the
case of the year 1926, are considerably higher. In 1927,
for example, American vessels carried 41% of the water-
borne foreign cargo tonnage but only 34.1% of the value
of water-borne cargoes. This indicates that foreign ships
are obtaining a larger share of cargoes compnsing com-

2 This direct comparison is somewhat inaccurate, since the value per_i_chntagd
cover fiscal years wﬁile the tonnage percentages cover calendar years. . e l:-r
crepancy is, however, not important. The percentage of value for the calen Far y'g
1927 was 34.16. See, U. S. Department of Commerce, Monthly Summary of 0;“.5:
Commerce, December, 1927, Part 11, p. 80. The percentages for fiscal years

been presented ip Table 20 because the figures for calendar years are not obtainable
for the entire period from 1860 to 1927.
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modities of high value in relation to their tonnage, a
fact which emphasizes the present superiority of foreign
shipping in the matter of speed. The close relationship
between the. value and tonnage percentages, respectively,
in 1926 may be ascribed to the large amount of coal exports
carried in British vessels on account of the British coal
strike which correspondingly reduced the capacity of those
vessels to carry cargoes of higher value in proportion to
their bulk. The improvement of the American merchant
marine by the addition of new and relatively speedy vessels
would place it in a position of competitive equality and,

TasLE 21: Per CenT oF CaARGO ToNNAGE OF WATER-BoRNE
¥oreioN CoMMERCE OF THE UNITED STATES CARRIED
IN AMERICAN VEsseLs, 1921-1928, INcLusivE
(Source: U. S. Shipping Board)

Type of Cargo 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928
Ocean-borne
Dry cargoes
erseas. .. .....c0iueins 31 130|281 29 ]2 ]21]31]30
Nearby foreignt. ......... 5515 )42 40 )33 )35]35] 34
Total dry cargoes........ 36 | 34|31 |32129]24]32]) 3
Tanker cargoes. .. .. LTS5 175 ST SO 57T sS4 s2 ] st
Total ocean-borne. . ..|49 148 1 40 | 41 | 37 | 31 ] 38 | 38
Great Lakes cargoes. ......... 63 1 69 | 53 163 ) 59| 481 57| 55
Grand total water-borne. .. .. 51 1 51 | 42 ) 44 | 40 ] 23 | 41 | 41

1 Including West Indies, Middle America and Canada, except Great Lakes cargoes.
* Figures for 1928 subject to revision.

thereby, effect a more equitable distribution of low-value
and high-value cargoes between American and foreign
shipping. Under such circumstances, the question of
whether the adequacy of the American merchant marine
should be determined on the basis of its ability to carry a
specified percentage of the value or of the cargo tonnage
of American foreign commerce would no longer be significant.

In attempting to analyze the present situation with
respect to the participation of American vessels in the
carriage of American foreign trade, it is necessary, as already
pointed out, to consider only ocean-borne commerce. As
shown in Table 21, American vessels have during the
period covered carried a substantial proportion of the
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Great Lakes cargoes, a fact which has served to increase
somewhat the percentage figures based upon the total
water-borne cargoes. When only ocean-borne cargoes are
considered, it is shown that at no time during the period
from 1921 to 1928 have American vessels carried the fifty
per cent which is frequently assumed to represent a reason-
able requirement. While in 1921 the American share of
the cargo tonnage reached 499, subsequent years brought
a decline. In 1926, the share dropped to 31%, but this
was evidently brought about in part by the increase in the
coal cargoes of British vessels previously referred to, since
the figure rose to 389, in 1927. But the data in Table 21
also show that the carriage of tanker cargoes in American
vessels has been substantial and that it has contributed to
maintain the American percentage of all ocean-borne car-
goes at a higher point than would otherwise have been
the case. Even in the case of tanker cargoes, however,
there has been a decline in the relative importance of
American flag vessels. With respect to dry cargoes, which
comprise all types of cargo except those carried by tank-
ers, American vessels have maintained their position in
the overseas trade but have secured a declining percen-
tage of the cargoes carried to nearby regions.
Ocean-borne dry cargoes carried overseas constitute an
important item in American foreign trade as shown in
Table 22. Moreover that class of cargo has increased from
37,679,000 tons in 1921 to 43,163,000 tons in 1927. While
the tonnage of ocean-borne dry cargoes arising out of
trade with nearby regions is not as large, the increase during
the period covered was noteworthy. The tonnage of
tanker cargoes has remained fairly constant. Relating
this data to the percentage figures in the previous table,
several facts seem to be indicated. In the first place, since
American vessels have, except during the year 1926, carried
close to thirty per cent of the overseas dry cargoes, 1t 1S
evident that they have shared in the increased tonnage 1n
those trades. But in the case of nearby foreign dry cargoes,
the drop in the percentage figures with the increase in the
total volume of cargo indicates that American vessels have
not benefited from the increased trade. Applying the
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percentages to the tonnage figures, it is found that Amer-
ican ships carried approximately 5,243,000 tons of dry
cargo in the nearby foreign trades in 1921 and 5,566,000
tons in 1927, although the total tonnage in these trades
increased by 4,369,000 tons. In view of the fact that the
foreign vessels engaged in these nearby trades are not, with
possibly a few exceptions, registered under the flag of any
one of the countries directly concerned, this situation is
particularly significant. In the case of tanker cargoes, the
failure of American vessels to maintain the percentage
status held at the beginning of the period has resulted in a

TaBLe 22: Carco TonNAGe or WaTER-Borne ForeioN
CoMMERCE oF THE UNITED STATES, 1921-1928, INcLUSIVE

(In thousands of cargo tons of 2,240 lbs.)
(Source: U. S. Shipping Board)

Type of Cargo 192t | 1922 | 1923 | 192¢ | 1925 1926 1927 1928
Ocean-borne
Dry cargoes
l3verseas ......... 37,679(39,181[40,904/40,974/41,069] 58,808|43,163| 40,805

Nearby foreignl. . . .| 9,533|10,673(13,371{13,546116,390| 16,508/15,902] 15,090
Total dry cargoes. .[47,212(49,854(54,275|54,520(57,459| 75,316{59,065] 55,895
Tanker cargoes...... 23,342125,596]24,821125,714(23,151] 24,890/24,962] 28,346
Total ocean-borne. .{70,554|75,450|79,096]80,234/80,610]100,206{84,027| 84,241
Great Lakes cargoes. . .111,277(12,023(14,116{12,92612,191} 12,620{15,091| 18,436
Grand total water-
‘borne............. 81,831]87,473(93,219|93,160192,801{112,826199,1181102,677

L ‘klncluding West Indies, Middle America and Canada, except by way of Great
akes.

* See footnote 2, Table 21.

drop in the tonnage carried. In 1921, the tanker cargo
tonnage carried under the American flag was approximately
17,506,500 tons; in 1927 it was only 12,980,240 tons, but
still more than half of the total.

The preceding discussion has indicated the general sit-
uation during recent years with respect to the participa-
tion of American vessels in the ocean carriage of American
commerce. It is now necessary to consider exports and
imports separately. In Table 23 are shown the cargo
tonnage of tanker and overseas and nearby foreign dry
cargo imports and exports respectively, and the percentage of
each group or class of cargo in 1927. Throughout the period
1921 to 1927, overseas dry cargo exports constituted the



MERCHANT MARINE AND FOREIGN TRADE 63

TaBLE 23: Carco TonNAGE anND PEr CENT DisTRIBUTION
oF AMERICAN OceaN-BorNE ExporTs AND IMPORTS,
BY TypE oF Carco, 19271

(Source: U. S. Shipping Board)
(In thousands of cargo tons of 2,240 1bs.)

Exports Imports Total
Type of Cargo

Tonnage | Per Cent | Tonnage | Per Cent | Tonnage | Per Cene

Dry cargoes
Verseas. .. ... ... 28,092 59.5 15,071 40.9 43,163 51.4
Nearby foreign...... 5,612 119 10,290 | 28.0 15,902 18.9
Tanker cargoes........ 13,519 28.6 11,443 31.1 24,962 | 29.7

Total ocean-borne. . . . 47:223 100.0 36,804 | 100.0 84,027 | 100.0
1} Great Lakes cargoes excluded.

largest division or branch of trade on a tonnage basis. In
1927 this class of exports amounted to 28,092,000 tons, or
approximately one-third of the total ocean-borne cargo ton-
nage of exports and imports combined. In 1926 it reached
42,145,000 tons, primarily as a result of the increased ex-
portation of coal. From the viewpoint of the relative need
for adequate shipping facilities, dry cargoes exported over-
seas are particularly important.

In Table 24 is shown the per cent of each of the three
classes of export and import cargoes carried in American
vessels during the years. 1921 to 1928 inclusive. Only in
the case of imported tanker cargoes, have American vessels
continuously secured more than fifty per cent of the cargo.

TasLe 24: Per Cent oF Carco TONNAGE OF AMERICAN
Ocean-Borne ExporTs aAND IMPorTS CARRIED IN
AMERICAN VESSELS, 1921-1928, IncLusive!

(Source: U. S. Shipping Board)

Type of Cargo 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928
lmDports
ry cargoes
verggas ....... 37 |28 [ 26 | 31|28 )29 | 32 gl
Nearby foreign. . 53|48 | 39135129 |31} 32 7§
Tanker cargoes. ........... g7 | 87|77 7974177 |79
Exl;)\orts
y vcei;;%:? ............... 29 | 32|28 | 2826|182 33
Nearby foreign........... 58 | 54 [ 48 | 47 | 39| 43 4.;5 4
Tanker cargoes. ............ 90|36 |251321335 1013 2

1 Great Lakes cargoes excluded.
3 See footnote 2, Table 21.
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They have on the whole been the least successful in the
competition for dry cargo overseas exports which, as al-
ready noted, are particularly important so far as tonnage
is concerned. However, except for the abnormal year,
1926, the percentage of dry cargo exports carried in American
vessels has remained fairly constant.

The relative status of various shipping interests with
respect to the carriage of American exports and imports
is shown in Table 25. The percentages, both of imports

TasLE 25: Per CenT DistrisuTion or CArco TonNAGE
oF AMERICAN OcEAN-BorRNE ExpPorTs AND IMPORTS,
BY CARRIER, 1921-1928, INCLUSIVE!

(Source: U. S, Shipping Board)

Percentages
Distribution
1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928
Imports
U. S. Shipping Board....... 16| 13 8 7 6 7 6] §
Independent American...... 3| 47] 421 44] 38| 37| 41| ©2
British.................... s 191 21| 21] 23| 24| 221 22
Other foreign.............. 31{ 21| 291 28| 33] 32| | AN
Total, .ovvniannnnnnnn.. 100 | 100 | 100 | 100 | 2100 | 100 | 100 | 100
Exports
U. S. Shipping Board....... 18] 19| 17} 15} 13 9| 13| 11
Independent American...... 16] 16| 14| 17} 17| 141 18| 20
British. ................... s 32| 35| 34 34| 39 3] 3
Other foreign.............. 66| 33| 34| 341 36| 38| 37} 38
Total................... 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100
1 Great Lakes cargoes excluded. 8 Included in other foreign.

# See footnote 2, Table 21.

and exports, carried in the government-owned vessels of
United States Shipping Board have declined since 1921, a
condition which might be expected to follow the sale of
various government-owned services. But the acquisition
of these services by private interests has failed to increase
the percentages of cargo carried by independent American
vessels. The percentage of imports carried by such vessels
declined from 53 in 1921 to 42 in 1928. The percentage of
exports was slightly increased but not enough to offset the
drop in the percentage carried by Shipping Board vessels.
From 1923 to 1927, inclusive, British vessels carried a
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larger proportion of export cargo than the government-
owned and private American vessels combined.

These percentages, however, do not give an accurate
picture of the situation, since tanker cargoes and trade
with nearby foreign countries are included. In Table 26
is shown the per cent distribution of each of the three

TasLE 26: Per CenT DisTriBUTION OF CARGO TONNAGE OF
AMERICAN OceaN-BorRNE ExporTs AND IMPORTS,
Dry CarcoEes aND TaNKER CARGOES, 19271
(Source: U. S. Shipping Board)

Dry Cargoes
Distribution Nearb. g:nhr
Overseas F:r’:ig: areoes
Imports
U. S. Shipping Board. ................... 13 .. 1
Independent American. .. .. 19 32 78
British................ 27 30 10
Otherforeign..........coovviininenenn.. 41 38 11
Totaloueui i iniiiiiiiiiiine ceenns 100 100 100
Exports
6?5. Shipping Board.................... 21 .. 2
Independent American.................. 8 43 29
British. .. ...0veiiiiii i 31 23 39
Otherforeign. .............ooooiiioae. 40 34 30
Total. covveviniiai e 100 100 100
Exports and imports combined
U. S. Shipping Board...........c.....t0 19 .. 1
Independent American.................. 12 35 5;
British, .......coviiiiiiiii e 29 28 2
Other foreign. .......ovviiivineraeaanes 40 37 22
Total. ..ovieiiiiiiiii i 100 100 100
1 Great Lakes cargoes excluded,

classes of cargo in 1927. These data indicate that private
American shipping interests predominate in the carnage
of import tanker cargoes. But export tanker cargoes, the
tonnage of which in 1927 exceeded the tonnage imported,
were carried largely in foreign vessels. Privately-owned
American shipping secured approximately .one-thlrd of the
trade with the West Indies, Central America, Canada and
other nearby foreign countries. But only eight per ce?t }?f
the tonnage of dry cargoes exported to other parts of the
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world was shipped in private American vessels. Since
1923, the United States Shipping Board has restricted its
operations almost entirely to the carrying of overseas dry
cargo. The proportion of such cargo carried by government-
owned vessels has declined from nineteen per cent in 1922
to thirteen per cent in 1927 in the case of imports, and from
twenty-five per cent to twenty-one per cent in the case of
exports. On the other hand, the proportion of overseas
dry cargo imports carried by private American shipping
interests has increased during the same period from nine
per cent to nineteen per cent, and that of similar exports
from seven per cent to eight per cent. These increases,
however, have been offset by the decline in the percentages
of export and import cargo carried in the nearby foreign
trades.!

The distribution in 1927 of export and import cargo ton-
nage, including all types of cargo, among the various trade
districts is shown in Table 27 and Charts 1 and 2. The West
Indies were the source of the largest amount of import cargo,
and North Atlantic and Baltic Europe was the destination
of the largest amount of export cargo. More significant in
relation to the present discussion of the status of the Amer-
ican merchant marine in foreign trade, however, are the
percentage figures showing the relative position of American
and foreign interests in the various trades indicated. In
the case of imports, American vessels, including both private
and government-owned, carried fifty per cent or more of
the cargo tonnage from only five of the twenty trade regions.
Of these five regions, three, namely, the North Coast of
South America, Mexico and Central America, are classed as
nearby foreign trades. The other two, the West Coast of
South America and the Orient are treated as overseas
trades. It is noteworthy that British vessels carried fifty
per cent or more of the imports to the United States, not
only from the United Kingdom, but also from all of the
regions in which important parts of the British Empire
are situated with the exception of Pacific Canada.

1The percentage figures in Table 24 covering ne_arlx foreign trades represent
the activity of independent American vessels alone in the years 1924 to 1927, in-
clusive, since no nearby cargoes were carried by government-owned vessels during
those years,
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TaBLe 27: Carco TonNNAGE AND PER CENT DisTrRIBUTION OF AMERICAN OceaN-BorNE ExpPorTs AND
ImporTs BY ForEIGN TRrRADE DistrICTS, 1927}
(Source: U. S, Shipping Board)

Imports Expores
Per Cent Carried Per Cent Carried
American Foreign American Foreign
Distribution Cargo Tons Inde- Cargo Tons Ind
(2240Lbs) | U.S. | o> @240Lbs) | US| DO
Ship- | dent | British | Other Ship- 1 gene | British | Other
gine, | Ameri- Foreign ging, | Amen- Fareign

ar can ard can
North Coast, South America ...............| 3,074,799 | 03 | 77.6 7.7 14.4 424312 | .. 47.9 10.2 | 419
East Coast, South America .......... .. 19.1 | 282 | 254 | 273 3,776,428 9.6 | 18.6 | 46.1 25.7
West Coast, South America ... .. 57.3 12,5 | 30.2 1,269,770 .. 56.1 24.6 19.3
West Indies. . 0.6 | 49.1 20.5 | 29.8 3,245,247 .. 49.2 | 204 | 304
Mexico......... 1.9 | 80.5 3.8 13.8 514,332 .. 56.6 1.9 | 415
Central America .. 35.5 152 | 493 2,084,366 4.0 | 809 8.5 6.6
United Kingdom.................coooine, 9.1 11.1 66.8 13.0 8,634,499 | 17.2 5.3 | 64.6 12.9
North Atlantic and Baltic Europe............ 1,226977 | 13.3 0.9 2.1 83.7 2,007,297 6.5 42 | 103 | 790
Havre-Hambur%Range. e reaa e 3,479,802 | 21.2 43 129 | 616 9,251,960 | 27.9 4.6 155 | 520
South Atlantic Europe..............oeuuut 399,159 8.1 14 | 408 | 49.7 1,365,149 | 11.3 9.0 | 23.7 | 56.0
West Mediterranean. . . ... e eeere e 1,173,881 1.3 14.2 19.1 65.4 2,863,723 7.6 6.1 12.5 | 73.8
East Mediterranean and Black Sea........... 429,331 .. 140 | 463 | 39.7 526,412 33 | 245 | 251 | 470
West Africa. .......coiveieieinninnninnnn 259,069 { 39.0 3.1 | 489 9.0 289,563 | 379 123 | 32.8 17.0
South and East Africa...................... 247,506 .. 212 | 779 0.9 455,797 .. 246 | 70.2 5.2
Australasia..............oociiiiiiiiiian 131,428 9.6 14.5 54.1 21.8 1,964,047 8.6 9.2 | 520 | 30.2
India, Persian Gulf and Red Sea............. 730,289 4.0 17.6 | 76.8 1.6 464,945 6.8 24.6 50.7 17.9
East Incies. .o nnnvernrnnnnnniineinnnens 546,849 26 | 224 | 531 21.9 403,358 44 | 19.5 | 430 | 331
[0 2T T 1,390,691 | 34.4 17.1 18.1 30.4 5,612,671 14.3 14.4 24.0 47.3
PacificCanada...............covvveenenn.. 1,321,352 .. 45.1 45.3 9.6 909,988 2.1 40.5 56.2 1.2
Atlantic Canada and Newfoundland.......... 1,656,311 . 6.5 52.9 40.6 961,812 1.0 15.6 35.4 48.0
Total. ..t e 36,365,275 6.0 | 409 | 21.9 | 312 | 47,025,676 | 13.2 17.9 | 319 | 370

1 Great Lakes cargoes excluded. It should be noted that the figures in this table showing the total tonnage of ocean-borne exports and imports
do not correspond with the similar figures in Table 23. This discrepancy arises out of the ?nct that in compiling this table it was not possible to
s:gregate ocean-borne cargoes entering or leaving the United States through Great Lakes ports. Such cargoes, which amounted to about 439,000
tons in the case of imports and 198,000 tons in tﬁe case of exports, were therefore excluded, together with other Great Lakes cargo tonnage.



CuarT 1: DistriBUTION OF AMERICAN OCEAN-BORNE IMPORTS, 1927
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CuART 2: DISTRIBUTION OF AMERICAN OceaN-BorNE ExporTts, 1927
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In the case of exports, American vessels carried fifty per
cent or more of the cargo tonnage to only four trade districts,
namely, Central America, Mexico, West Africa and the
West Coast: of South America. In eight of the twenty
trades, foreign vessels carried more than seventy-five per
cent of the export tonnage. British vessels alone carried
fifty per cent or more of the exports to the United Kingdom,
South and East Africa, India, Australasia and Atlantic
Canada.

CHARACTER OF AMERICAN IMPORTS AND ExrorTs

From the viewpoint of those persons who hold that, in
order to afford proper protection to American ocean-borne
commerce, American vessels should carry at the minimum
fifty per cent of that commerce, the data thus far presented
might be considered sufficient to prove that the existing
situation is highly unsatisfactory and that there is need
for developing a larger merchant marine. But the validity
of several of the arguments advanced to show the value of
a merchant marine can be tested only by an analysis of the
character of American foreign trade. In the first place it
is contended that shipping is important to protect the
importation of essential raw matenials and foodstuffs. To
determine what weight should be given to this argument, it
is necessary to discover the extent to which such com-
modities are represented in the total volume of American
imports.

In Table 28 is shown the cargo tonnage of the principal
imported commodities in 1927. The list includes all those
items which, in the data compiled by the United States
Shipping Board, are indicated as having amounted to 300,000
tons or more during the calendar year! Foodstuffs are
represented in the items sugar, bananas, molasses, coffee,
vegetable products, animal, fish and dairy products, and
vegetable oils. American vessels in 1927 carried seventy-
two per cent of the cargo tonnage of molasses and fifty-one
per cent of the coffee. In the case of each of the other

10ne exception should be noted. In the original data, jute and jute manu-
factures were separately listed with a tonnage of 103,478 and 318,654 tons, re-
spectively. The two items have been combined in the table. .
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foodstuff commodities, the percentage figure was close to
thirty.

With respect to essential raw materials not produced to
any extent in the United States, the principal listed com-
modities, on the basis of their cargo tonnage, are nitrates,
manganese, potash, rubber and jute, although similar
essential materials are undoubtedly included in some of the
broader classifications, particularly, non-metallic minerals,

TasLe 28: Carco ToNNAGE oF PRINCIPAL AMERICAN
OceaN-BorNE ImpPorTED CoMMoDITIES, 19271

(Source: U. S. Shipping Board)
(In cargo tons of 2,240 1bs.)

Per Cent . Carried by | Per Cent

of Total | Carried by Inde~ of Com-~
Ocean- Ocean~ | U. S. Ship- ndent modity

Imported Commaodities Borne Borne | Ping Board | American | Tonnage

Cargo | Jmport essels, | "Vegsels, |Carried in

Tonnage Cargo Cargo Cargo American
Tonnage Tonnage Tonnage Vessels
Petroleum and products. . ... 10,025,811 27.57 133,061 | 7,890,775 80.03
Sugar.......oonenen veeel] 3,590,119 9.87 162,504 | 962,991} 31.35
Ironores.........coovvun 2,797,230 7.69 22,150 | 1,434,966] 52.09
Bananas......... veseeneas] 1,531,308]  4.21 .. 472,029 30.83
Logs and lumber. ..........| 1,478,767 4.07 86,244 | 541,701] 42.46
Molasses.......... P 1,195,160 3.29 27,921 839,543 72.58
Pulp and pulpwood. ... ..... 1,188,240 3.27 175,375 46,037| 18.63
Non-metallic minerals, n.e.s.. .| 1,074,442 2.95 147,602 170,712| 29.63
Nitrates........c00vnenenn. 812,353] 2.23 74,369 | 203,768 34.24
Gypsum. ...ooovevnens veeeo| 752,587 2.07 973 58,329 17.88

M’i'socllnneous metals and

manufactures ............ 726,982 2.00 12,028 | 150,048 22.29
Iron,steel and manufactures..| 715,447 1.97 160,096 26,197| 26.04
Coffee. ...oovvvvnininnnnen. 667,103] 1.83 130,857 214,077 51.71
Vegetables and vegetable
P groducts, n.e.s.;l. . g ...... 651,388] 1.79 89,894 109,682 30.64

igments, chemicals and man-

TaCtUres, 16 s oo 645,091 177 | 83321| 181,641f 41.07
Manganese and manganese ore] 615,481  1.69 22,371 109,895 21.49
Copper and manufactures. ...| 564,466] 1.55 1,313] 185,369 33.07
Potash......... ...] 540,650} 1.49 73,880 9,066] 15.34
Oil Seeds.....ovvnvnnnnnen. 498,030 1.37 54,649 | 159,134 42.93
Rubber....... 458,786] 1.26 9,975 108,163 25.75
Coal and coke 445086 1.22 32 47,586 10.7(1)
i’ute and jute manufactures...| 422,132/ 1.16 17,276 88,317 2;:28

aper and manufactures. .. ... 391,742 1.08 29,372 38,722 1
Animal, fish and dairy prod-

ey, foh and dalcy prod- 387,538 107 | 44450] 75169 30.87
Clays......... Cehereeeanes 347,529| 0.96 6,676 49,078 16.%
Vegetableoils. . ....c..counne 344,895 0.95 83,672 55,864]. 40:34

Allothers. ....vvevnenn...| 3,496,912 9.62 545,100 | 655,577 34

Total........co0nnnn.. 36,365,275| 100.00 2,195,161 14,884,436/ 46.97

1 Great Lakes cargoes excluded. See footnote, Table 27, p. 67 of this volume.
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and miscellaneous metals and manufactures, under one or
the other of which headings are included such important
articles as nickel, tin, mica, tungsten. The combined
cargo tonnage of the five commodities listed amounted to
approximately 2,850,000 tons, or less than eight per cent
of the total ocean-borne import tonnage. Raw silk, which
on the basis of value is extremely important, has not been
separately listed since it contributed only 20,463 tons of
cargo.

It is also evident from the data presented in Table 28
that American vessels participated to a smaller extent in
the carriage of the essential raw materials, with the ex-
ception of nitrates, than in that of foodstuffs. The pro-
portion of the commodity tonnage carried by American
ships was 25.75% in the case of rubber; 25.01% in the
case of jute and jute manufactures combined (but only
11.4%, for jute alone); 21.49% in the case of manganese
and manganese ore; 15.34%, for potash. Only 2,386 tons
of raw silk, or 11.6%, of the total, were carried by American
vessels. Raw silk, it should be noted, has a high value in
proportion to its bulk and is usually shipped on fast ves-
sels in order to save time and thereby reduce the interest
charges on the tied-up capital.

It is also argued that a merchant marine is necessary to
assist in the development of new markets for American
exports and to protect those exports from discriminatory
treatment and the possible disclosure of trade information.
But this argument does not apply with equal force to all
classes of exports. In the case of exported raw materials
and foodstuffs which move through established channels
to world markets, shipping is of importance to the producers
or exporters only to the extent that they want dependable
service and reasonable rates. But the exporters of man-
ufactured products must advertise and in other ways
strive to expand old and develop new markets and meet
the competition of foreign manufacturers. To these ex-
porters shipping is not merely a common carrier from which
only dependable service and reasonable rates are required,
but it is also an instrumentality through which, with proper
cooperatizx, trade may be developed. Likewise, exports of
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CHART 3: CARGO TONNAGE OF PRINCIPAL AMERICAN
Ocean-Borne CommopiTies, 1927
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manufactured commodities are more likely to be the subject
of discrimination or to offer the opportunity for the disclosure
of valuable trade information than exports of raw materials
and foodstuffs. It follows, therefore, that a nation whose
exports consist largely of manufactures might find justifica-
tion for the maintenance of a merchant marine considerably
larger than that of another nation with an equal volume of
ocean-borne trade but a relatively small amount of manu-
factured exports. '

In Table 29 is shown the ocean-borne tonnage of Amer-
ican exported commodities in 1927. The first five items in
the list, all of which represent primarily raw materials, com-
prise 73.04%, of the total export tonnage. Manufactured
foodstuffs are included in the rather important items,
wheat flour, and animal, fish and dairy products. These com-
modities, however, may be considered secondary to other
manufactured articles so far as the need for shipping under
the American flag is concerned on the ground tﬁat depen-
dable service alone is required and that foreign purchasers,
because of the scarcity of their own foodstuff resources, have
an equal interest in the uninterrupted maintenance of those
services. The manufactured export articles for the protec-
tion of which American ships are needed are those which
come into direct competition with similar articles manufac-
tured in the leading maritime countries and which may be
the subject of discriminatory treatment. This type of ex-
port is represented in the items iron, steel and manufactures,
vehicles, machinery and cotton manufactures, and to some
extent in other items comprising both raw materials and
manufactured products, for example, copper and manufac-
tures. Since, however, fifteen of the twenty-six items listed in
the tablewould be classed either asfoodstuffs or raw materials
and since those fifteen groups of commodities provided more
than eighty:six per cent of the total ocean-borne export cargo
tonnage, it seems evident that manufactured articles of the
type especially requiring the aid of American shipping con-
stitute a relatively small proportionof the volume of American
exports.

Table 29 also shows the percentage of the tonnage of each
export commodity carried in American vessels. It is of in-
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terest to note that, while American ships carried eighty per
cent of the petroleum imports, they carried only thirty per
cent of the exports. In the case of grain exports, the item
next in importance to petroleum on the basis of tonnage,
only 25.43 per cent was carried under the American flag.
The percentage figure for cotton was 35.5; for wheat flour,

TasLe 29: Carco TonNNAGE OF PRINCIPAL AMERICAN
OceaN-BorNe ExporTED CoMMmoDITIES, 19271
(Source: U. S. Shipping Board)

(In cargo tons of 2,240 1bs.)

Per Cent Carried b Carried by | Per Cent
Ocean | ol | (1'% Shipe | pinde- | of Comne
Exported Commodities g:::: Borne pi{\lg'ﬁcl»:rd Ap:m.icm Tonnage
Tonnage %a‘::: C:rxo' ‘8:::1;' .S;Trfcdnlnn
Tonnage Tonnage Tonnage Vessels
Petroleum and products. .. ... 16,425,610| 34.93 894,587 | 4,124,530 | 30.56
Grains®. ....onveneennnnin 7110986| 1512 1,470,885 | '337,459| 25.43
Logs and lumber........... 5,420,334{ 11.53 |1,275,689| 644,5731 35.43
Coal and coke.............. 3,263,365 6.94 40,65 565,751 18.58
Cotton.......covvvenvnennnn 2,125,097 4.52 697,033 57,430} 35.50
Wheat flour................ 1,400,625] 2.98 360,051 | 309,672 47.82
Iron, steel and manufactures.| 1,377,576] 2.93 74,094 | 540,156 | 44.59
Phosphates................ 9234711 1,96 209,374 6,056 23.33
Sulphur ................... 771,522| 1.64 139,720 17,723 20.41
Animal, fish and dairy prod-

UELS. i vveverenvonrnnnnns 746,082 1.59 78,504 | 191,934| 36.25
Fruitsandnuts............. 744,731 1.58 33,052 79,534 | 15.12
Oil cake and meal.......... 714,461 1.52 211,044 7,319 30.56 -
Vehicles. ........oovevnnnn 654,402 139 69,356 | 139,229 | 31.87
Machinery. .. .....ccov.tn 490,982| 1.04 33,767 | 123,651 32.06
Pigments, chemicals and man-

ufactures, n.e.s............ 453,027 0.96 37,892 | 104,328| 31.39
Copper and manufactures....| 440,474 0.94 67,556| 31,133 22.41
‘I;Iaval ;tores ............ % 391,152 0.83 104,852 17,404 31.26

egetables and  vegetable
o products, n.e.s.. . . fg ...... 342,486) 0.73 48,464 131,320 5249
res, metals and manufactures

s als and manufactares 280,795] 0.60 | 57,687| 31,232| 3167
I'I"Jobacco :lrl\d maqufa:ltures. i 272,413} 0.58 76,789 15,682 33.95

on-metallic minerals an

manufactures, N.€.8........ 231,063 0.49 17471  99,109| 5045
gertilizers (excepé phosph?tes) 219,629 0.47 6,179| 99,608] 49.08

aper nd manufac-

per Jrock and manufac- | esamo| 039 | 25950 63770 4842
Sugar. . .civveriiiiiiianinn 162,168 0.34 21,694 27,9361 30.60
Cement............ e 131,320{ 0.28 4074 8,412} 5520
Cotton manufactures..... ...| 102,600 0.22 15,100 43,899 5'17(5)2

Allothers........c.oovents 1,644,026] 3.50 | 113,535 560,860 4l

Total..........ooounn 47,025,676| 100.00 6,185,057 8,439,710 31.10

1 Great Lakes cargoes excluded. See footnote Table 27, p. 67 of this volume.
3 Grains include wheat, rye, corn, barley, oats, rice and other grains.
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47.82; for animal, fish and dairy products, 36.25. American
vessels carried 44.59% of the export tonnage of iron, steel
and manufactures; 31.87% of tﬁz vehicles, 32.06%, of the
machinery, and 57.509, of the cotton manufactures.

Foreion VEesseLs 1IN INDIRECT TRADE

Another phase of the foreign trade situation which needs
to be considered relates to the carriage of American exports

TasLe 30: ForeioN VEsseLs IN Direct TRADE BETWEEN
Un1tep StaTES AND THEIR OWN COUNTRIES AND IN
InDIRECT TRADE BETWEEN UNITED STATES AND
Foreien CounTries OTHER THAN THEIR OwN

(Source: U. S, Shipping Board)

(1,000 Gross Tons and Over, Steam and / or Motor, Including Tankers)
Fiscal Year Ended June 30, 1928

Total Own Country | Own Possessions | Other Countries
Flag
No. | Grow Ino| G o | S |Ne| Glom

Argentine. ....... 1 6,702 1 6,702} .. . . ..

elgian.......... 20| 121,455 16| 99,928] .. .. 21,527
Brazilian......... 16 79,327} 16| 79,327| .. .. .. ..
British.......... 1,451} 7,923,505] 288 [2,266,061] 18511,124,057] 71013,797,642

268% 735,745

Chilean.......... 4 19,673] 4| 19,673 .. .e . .
Colombian....... 1 2,054, 1 2,054} .. .. . ..
Cuban.......... 1 1979 1 1,979 .. . .. ..
Danish.......... 121 430,894] 20] 139,014} .. .. 101] 291,880
Danzig. ......... 12) 105,441 .. .. .. .. 12| 105,441
Dutch........... 127 676,098] 291 271,723 23] 138,616; 75| 265,759
Finnish....... e 2 8,842 .. .. . .. 2l 8,842
French.......... 89f 623,076] 60| 499,919 4| 13,086 25 110,071
German. ........ 148] 884,670] 93| 652,636| .. .. 55) 232,034
Greek........... 17 83,437 7| 37,541 .. .. 10| 45,896
Honduran....... 28 70,016] 14| 37,141] .. e 14 32,875
Italian.......... 160| 1,061,028) 82| 620,192} .. . 78] 440,836
ﬁpanwe ........ 198] 1,238,566] 152 | 968,164 .. . 46| 270,402

exican......... 8 21,530 8| 21,530] .. . . .
Nicaraguan. . .... 2 337 2] musr .o | .. )L
Norwegian. ...... 405| 1,453,052] 43| 132,885 .. . 362{1,320,167
Panaman........ 12|  36,384| .. .. . .. 12 36,384
Peruvian ........ 4 15454 2 6,918] .. . 2] 8,536
Portuguese. ...... 3 18,529 .. .. .. . 3| 18,529
Russian (USSR). . 1 2,674] .. .. .. . 1 2,674
Spanish.......... 33| 161,449 27} 136,387 .. e 6] 25,062
Swedish.......... 104 418463] 28| 142,165 .. . 76f 276,298
Venezuelan....... 4 8,636 4 8,636 .. .. .. ..

Total.......... 2,972‘]5,476,071 898 [6,153,712] 480 [2,011,504]1,594{7,310,855

1 Other British possessions.

2 Canadian trade,
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and imports in foreign vessels operating under the flags of
countries other than those directly concerned in the partic-
ular trade. A large amount of foreign shipping is engaged in
this indirect trade. As shown in Table 30, nearly one-half
of the total gross tonnage of foreign vessels in American
foreign trade is being operated between the United States and
countries other than their own. In particular, the British,
Dutch, Norwegian and Swedish shipping in the indirect trade
is larger than that in direct trade with each of those countries.
Great Britain has a larger number of vessels operating be-
tween the United States and non-British ports than there
are in the entire active American merchant marine in foreign
trade. Norway has approximately ten times as much ship-
ping in indirect trade than it has in the direct trade between
United States and Norway.

PasseNGER TRAFFIC

The situation with respect to the participation of American
vessels in the passenger traffic is also an important aspect of
the American merchant marine problem. In Table 31 is
shown the number of passengers to or from Canada, Middle
America and the West Indies, and overseas ports carried by
American and foreign vessels. Of the total volume of pas-
senger traffic during the five-year period, as shown in Chart
4, American vessels, including both private and government-
owned, carried only 25.8% in the case of inbound traffic and
27.19% in the case of outbound. British vessels carried over
forty-seven per cent in both cases. ]

Privately owned American lines to the West Indies and
Middle America have secured a substantial part of the pas-
senger traffic to those regions. But, as indicated in the per-
centage figures in Table 32, foreign shipping tended to in-
crease its share of that traffic in 1927. In the case of the
overseas traffic, which is the most important, Amercan
vessels, including both government and privately owned,
carried only 13.1% of the inbound and 13.9% of the out-
bound during the year 1928. .

The failure of the American merchant marine to secure a
larger share of the passenger traffic may be accounted for in
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TasLe 31: AMERICAN OceEAN-BorNE PassenGer TraFric, 1923-1928, INcLusIVE
(Source: U. S. Sﬁipping Board)
Inbound Outbound
Distribution
1923 1924 1925 1926 1927 1928 1923 1924 1925 1926 1927 1928
Canada
U. S, Shipping Board.........| .. o 644 .. . . 11 é 856 N S .
Independent American........| 36,845 56,357 | 59,478 | 65269 | 63,122 96,421 | 33,798 | 57,318 | 59,278 | 60,472 | 62,011 | 100,963
British..ovcererereneennaaae.] 170,025 | 152,686 | 165,960 | 154,416 | 151,650 | 140,185 { 135,818 | 143,251 | 163,272 | 152,338 | 145,444 | 129,299
Other foreigh..oouvvuienienn 7 68 32 45 162 118 . 8 .. .. 13 70
Total.vooeverennsanennas. | 206,877 | 209,111 | 226,114 | 219,730 | 214,934 | 236,724 | 169,627 | 200,583 | 223,406 | 212,810 | 207,468 | 230,332
Middle America and West Indies
U. S. Shipping Board......... 66 107 59 207 . 4 25 3 1 4 . 3
Independent American........} 79,935 80,867 | 91,984 | 96,096 | 92,562 |115,116 | 68,034 | 77,410 | 89,158 | 87,084 81,435 106,379
British..coeeeeeseeeneanceae.] 39,061 ) 38,775 | 35,440 | 36,546 | 42,479 | 46,131 | 23,713 | 45,167 | 35381 | 33,932 | 40,504 | 44,958
Other foreign. . vveueiereanne 5060 | 6,861 5916 10,472 9,673 9,855 3,279 | 4,575 5,929 6,175 9,462 | 10,051
Total.evereaeneenenncnnass] 124,122 | 126,610 | 133,399 | 143,321 | 144,714 | 170,106 | 95,051 | 127,155 | 130,469 | 127,195 | 131,401 | 161,391
Overseas
U. S. Shipping Board......... 80,817 54,399 ] 57,439 | 50,995] 52,331 | 49,842 | 36,696 | 41,822 | 40,180 | 33,567 | 37,704 36,719
Independent American........] 26,186 7014 12,419] 20,805 | 24,279 | 23,889 6,531 5412 12975} 21,067 25,283 | 24,540
British.oecevveesnrenneaness.] 271,732 1 163,297 | 210,224 | 207,070 | 215,090 | 205,990 | 114,452 | 148,869 | 153,737 | 152,596 | 168,956 | 160,193
Other foreign...cooeieineee. .| 272,283 | 163,533 | 190,707 | 244,512 | 271,823 | 282,124 | 106,411 | 160,255 | 171,384 | 180,857 | 215,962 | 216,384
Total.veeeirennenesnanese.| 651,018 | 388,243 | 470,789 | 523,382 | 563,523 | 561,845 | 264,090 | 356,358 | 378,276 | 388,087 | 447,905 | 437,836
Grand total............... 982,017 | 723,964 | 830,302 | 886,433 | 923,171 | 969,675 | 528,768 | 684,096 | 732,151 | 728,092 | 786,774 | 829,559
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TaBLE 32: Per CENT oF AMERICAN OCEAN-BORNE PassEN-
GER TRAFFIc CARRIED BY AMERICAN VESSELS,
1923-1928, IncLusIVE
(Source: U. S. Shipping Board)

Inbound Outbound
Middle Muddle
Year America Americs
Canada and Overseas Casads and Oversese
West West
Indies Indies
1923........... 17.8 64.5 16.4 19.9 71.6 16.3
1924........... 27.0 64.0 15.8 28.6 60.9 13.3
1925........... 26.6 69.0 14.8 26.9 683 14.1
1926........... 29.7 67.1 13.7 28.4 68.5 14.1
1927........... 29.4 64.0 13.6 29.9 62.0 14.1
1928........... 40.7 67.1 13.1 43.8 65.9 13.9

various ways. Probably the most important factor is the
relative lack of fast passenger vessels under the American
flag. In addition, the immigrant traffic has been largely di-
verted to foreign vessels, partly because the immigrants
themselves prefer to travel on the ships of their respective
native countries and partly because foreign governments,
particularly Italy, have adopted measures to induce the use
of national shipping. The prohibition law of the United
States may also to some extent have contributed to increase
the use of foreign vessels in preference to those under the
American flag. There is, however, no evidence to show con-
clusively one way or the other the effect of prohibition upon
American shipping.



CHAPTER VI

THE AMERICAN MERCHANT MARINE AND
NATIONAL DEFENSE

from the viewpoint of national defense, some considera-

tion must be given to the importance of maintaining lines
of communication with other countries in time of war or
other national emergency. To the extent that American in-
dustry requires raw materials of foreign origin, dependence
upon foreign shipping would endanger the economic security
of the United States in the event of war whether or not this
country was directly involved. Any international conflict
which included Great Britain among the participants would
tie up world shipping and would tend to deprive the United
States of the facilities needed to import such essential mate-
rials as rubber, coffee, silk, camphor and quinine, none of
which are domestically produced. If the United States were
itself engaged in war with another nation, the same danger
of economic isolation would arise. While so far as essential
foodstuffs are concerned, this country is fairly self-sufficing,
any interference with existing lines of communication with
other countries would have a very disturbing effect upon
our economic life. For this reason the possession of shipping
would serve materially to enhance the economic secunty of
the United States.

IN estimating the need for an American merchant marine

VALUE OF THE SHIPPING AND SHIPBUILDING INDUSTRIES FOR
NaTtional DEFENSE

But the argument that a merchant marine is needed for
national defense rests primarily on the fact that merchant
vessels can be used in connection with military and naval op-
erations in time of war and that merchant seamen constitute
a valuable naval reserve force. This aspect of the merchant
marine problem is related to the broader question of pre-
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paredness and, therefore, the amount of merchant shipping
constituting an adequate naval auxiliary is dependent in
part upon the estimated need for naval armament, and other
technical questions which are outside the scope of the present
discussion.

In time of war, cargo vessels are needed to carry the fuel
and supplies required in connection with naval operations.
This country’s lack of fortified bases outside its territorial
limits increases the need for supply ships and renders it nec-
essary that such ships should Eavc a wide radius of action.
Ships of sufficient speed and strength may be equipped with
6-inch guns and used as cruisers. The need for merchant
vessels suitable for use as cruisers has become increasingly
important with the reduction in naval armament. In the
case of military operations outside the United States, trans-
port ships would be necessary. In these and other ways, mer-
chant shipping may be employed as an auxiliary to the Navy,

Past history furnishes a number of illustrations of the im-
portance of an American merchant marine from the point of
view of national defense. When the Navy was sent around
the world by President Roosevelt, the necessary coal and
supplies were provided by foreign ships because American
vessels were not available. The lack of transport ships at
the time this country entered the World War hindered the
sending of troops abroad. Although the construction of a
vast amount of shipping was immediately undertaken, very
few of these vessels were completed during the war and prac-
tically all the American troops sent abroad were trans-
ported either in seized German ships or in the chartered
vessels of other nations. Anadequate merchant marine would
have remedied the situation in these and similar instances.

The availability of merchant vessels as cruisers is aptly
illustrated by the experience of Great Britain during the
World War. At the outbreak of hostilities, a number of such
vessels were equipped with guns and used for patrol and
blockade purposes. The tenth Cruiser Squadron, composed
of twenty-five armed merchant ships, was an effective unit
of the British sea force.!

1T, P. Magruder, “Sea Power and the Merchant Marine,” Saturday Evening
Post, March 3, 1928, p. 10.
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The maintenance of a merchant marine is also important
from the point of view of national defense because it provides
trained seamen who canenlist in the naval forces in case of war.
The scarcityof this class of labor at the time the United States
entered the World War necessitated the establishment of
training schools.! Trained seamen, however, can not be pro-
duced by educational methods but require years of experience
on the high seas to learn their profession. This is also true
of the men employed on naval vessels. But a seafaring man
who has served on a merchant ship may be quickly trained
for naval service. It is necessary, however, that a large per-
centage of the seamen employed on merchant vessels be citi-
zens of the United States in order to transform the American
merchant marine into a suitable source of naval recruits.

Finally, a merchant marine is needed to support the ship-
building industry upon which the Government in time of war
must rely for the construction of naval equipment. It is not
possible to create shipyards at short notice. Nor can the
staff of highly trained, technical men required be assembled
from other fields of industry. Moreover, for the develop-
ment of new ideas in regard to naval construction, the main-
tenance of an active shipbuilding industry is essential. At
one time in the history of the United States, it was necessary
to send students of marine engineering abroad to obtain the
necessary technical education.? The necessary educational
facilities have since been established in this country, but the
lessened opportunity for employment in ship construction
consequent upon the failure of the United States to support
a merchant marine would make the continued maintenance
of those facilities difficult. All these considerations demon-
strate the importance of the shipbuilding industry, and
everything connected with it, as part of the national re-
sources for defense.

VESSELS AVAILABLE AS NAVAL AUXILIARY

From the viewpoint of national defense, the adequacy of
the merchant marine as it exists today, or as it should be de-

1See, William F. Willoughby, “Government Organization in War Time and
After,” New York, 1919, p. 159. o .

3 See testimony of Mr. lg:)mer L. Ferguson, 70th Congress, 1st session, *Hearings
on the Merchant Marine,” op. cit., Part 2, p. 250,

7
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veloped in the future, might be determined by the degree to
which the requirements of the Navy for auxiliary shipping
in time of war are provided for. Practically all types of
modern vessels, except the slowest cargo ships, are of use
either as transports, supply ships, cruisers or for other special-
ized purposes. To some extent, vessels employed in the
coastwise and intercoastal trades might be used for naval
purposes, but the primary need is for the larger vessels which
would normally be engaged in foreign trade. While it would
seem possible to formulate an estimate of the amount and
character of merchant shipping required for defensive pur-
poses, it is obvious that no such estimate would be accepted
without question as the proper basis for planning the future
development of the American merchant marine, because the
need for merchant vessels as a naval auxiliary is dependent in
the first place upon the size of the Navy, which itself is a sub-
ject of dispute, and, secondly, upon the character of the hy-
pothetical emergency situation for which preparation should
be made. In other words, as long as there is lack of agree-
ment regarding the general preparedness program which
should be adopted by the United States, it will be difficult to
establish any definite standard on the basis of national de-
fense for determining what would constitute an adequate
merchant marine.

Some general theories have been advanced with respect to
this problem. It has been stated, for example, that *“There
can be no thought of naval equality with Great Britain until
we possess 2 merchant marine in balance and tonnage equal
to hers as a second line of defense to our Navy and as a source
of supply and fuel.”* While there is a recognized element of
truth in this statement, it is not generally agreed that an
American merchant marine equal to that of Great Britain is
essential for purposes of national defense. The conclusion
usually reached on this particular question has been given
definite expression in the report of the National Merchant
Marine Conference which was held in 1925 under the aus-
pices - of the Chamber of Commerce of the United States.

1 Statement of Mr. Albert D. Lasker, who at the time was Chairman of the'
United States Shipping Board, 67th Congress, 2nd Session, “Joint Hearings,’
op. cit., Vol. 1, p. 6.
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This conference submitted the following statement regarding
shipping requirements for national defense:

“In general the requirements for the national defense correspond
with the requirements of a well balanced merchant marine to meet
the needs of our foreign trade, including, in addition to existing Ameri-
can tonnage, cargo liners of improved type and combination passenger
and cargo liners. High-speed passenger express steamers are also
needed as reserve naval auxiliaries and for postal service.” !

The present position of the United States in comparison
with other nations on the basis of available auxiliary naval
equipment is shown in Table 33. This country now hasin its
merchant marine seventy vessels of 757,858 gross tons, which

TasBLE 33: AuxiLiary NavaL EquipMENT oF CHIEF MARI-
TIME NaTIiONS, 1928
VEssELs oF 4,000 Gross ToNs AND ovER, aAND SPEED oF 15 KNoTs or
More, WaicH Micur Be Usep as Cruisers or
ARMED TRANSPORTS
(Source: National Council of American Shipbuilders)

Country Number of Vessels Gross Tonnage
United States........ocovvenennnnnn. 70 757,858
Great Britain. . ........coo00inan.l 227 2,937,300
France.....ooiiiiiiiiiiiiininnnnnns 35 390,266
| 31 432,342
Japan....ooiiiiiiiii e 17 161,094
Germany. .......oooviiiiiiiniinns 15 285,680

might be used as cruisers or armed transports. Many of
these ships, however, have been designed for, and operated
in, the coasting trade or waters requiring shallow-draft vessels.
Moreover, a large proportion of them represent war tonnage
built approximately ten years ago. It is also probable that
structural or other changes would be required in most in-
stances to render these vessels suitable for naval use, a pro-
cedure which would have been avoided if they had in every
case been originally constructed with a view to such use.
Although this classification made by the National Council
of American Shipbuilders indicates the availability of seventy
American vessels for use as cruisers or armed transports, the
number actually listed in the reserve fleet on Januaryl, 1929,

1U. S., 70th Congress, Ist Session, “Hearings on the Merchant Marine,” op. ¢it.,
Part 2, p. 805,
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by the United States Navy Department was only thirty-one.!
This represents the number of ships which had fully met the
requirements of that Department including the provision
that at least one-half of the officers and crew be enrolled in
the naval reserve. In order to be of use in time of emergency,
a merchant vessel must not only be constructed with a view
to such use, but it must also be officered and manned by
members of the naval reserve so that when taken over by the
Navy it can be immediately operated with the same officers
and crew. Any discussion of the adequacy of the existing
American merchant marine in its relation to national defense,
therefore, involves the consideration of the existing situation
with respect to the merchant marine naval reserve.

THE NavaL ResServE

The Naval Reserve Act of 1925 authorized the creation of
a naval reserve force. Under the authority of this Act the
Navy Department has set up a Merchant Marine Naval
Reserve the members of which must be officers or seamen in
active service on merchant vessels, must pass a physical ex-
amination and must be citizens of the United States. The
Act provided that persons enrolled in this Merchant Marine
Naval Reserve should receive, subject to appropriation by
Congress, one month’s base pay of the grade, rank or rate of
the regular Navy corresponding in each case to the member’s
status on the merchant vessel on which he was employed.
No appropriations, however, have been made by Congress
to provide this pay. At the present time about 2000 officers
on merchant vessels have been enrolled in the Merchant
Marine Naval Reserve.? In the absence of the necessary ap-
propriations the Navy Department has not made any great
effort to enroll merchant seamen.

Among the advantages which American ship operators are
expected to derive from the establishment of the Merchant
Marine Naval Reserve are better discipline and increased
technical training of crews and reduced labor turnover. Itis

tStatement of Commander Lynn R. Rutter, U.S.N.R., “Proceedings of the
Second National Conference on the Merchant Marine,” op. ¢it., p. 179.

% Idem.
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also anticipated that the grant of one month’s pay in addi-
tion to the wages regularly paid will, when put into effect,
attract American citizens in greater numbers into seafaring
occupations.

PeRcCENTAGE OF AMERICAN C1T1ZENS IN CREWS

One of the factors impairing the value of the merchant
marine as an instrument of national defense has been the
large proportion of foreign citizens serving on American

TasLE 34: NATIONALITY OF SEAMEN IN AMERICAN MER-
CHANT MARINE, 1926-1928, INcLUSIVE
(Source: *“Merchant Marine Statistics”)

Number of Seamen Shipped and Reshipped by
Shipping insi , by Coll of
. . Customs and by American Consuls during
Nationality Fiscal Years Ended June 30th

1926 1927 1928
American inative) .................. 115,062 128,567 129,421
American (naturalized).............. 30,034 29,541 32,454
British.........ccooviiiiiininnn.. 34,506 33,277 31,537
German.......ccoevvirvnnrenennn.s 19,426 19,810 20,573
Spanish. ........cociiiiiiiiiniinn, 14,026 13,659 13,446
Chinese........ooviviiiniininnnnnn. 13,341 13,920 15,260
Norwegian.....ccoieviivievnnennns. 8,257 7,559 7,617
Filipino. .......coviiiiiinnnnnnannn. 5,784 6,739 8,163
South American.................... 5,607 6,054 9,578
Swedish.......covviveiiiiinaina.. 5,284 5,237 4,874
Dutcheiee.iiiininiiiiiiiiiinniennn. 5,011 5,150 4,753
Allother........ooviviiiiiiininann, 27,654 26,922 25,131
Total. . vaverrnrerenreenenennnnens 283,992 296,415 302,807

Per cent American. .. ... ............ 51.0 53.3 53.5

vessels. Under the registry laws only the officers on board
merchant vessels under the American flag must be citizens
of the United States. But, in the case of ships employed in
the carriage of mail under the contracts authorized by the
Merchant Marine Act of 1928, one-half of the crew must be
American citizens during the next four years, thereafter,
two-thirds. As indicated in Table 34, a large number of sea-
men of other nationalities are now employed on American
vessels. The percentage of Americans, including both native
and naturalized, was 51.0 in 1926 and 53.5 in 1928. Sea-
men employed on vessels engaged in the coastwise and



88 AMERICAN MERCHANT MARINE

intercoastal trades are included in those figures. The
percentage of American seamen was 69.9 of the total num-
ber of seamen in the coastal trades in 1928. Since vessels
in the coastwise trade may to some extent be used for
national defense purposes and more particularly since Amer-
ican seamen in all trades are eligible for enrollment in the
naval reserve, it is not necessary to consider exclusively the
situation with respect to foreign trade. Butitis nevertheless
important to note that the data would seem to indicate that
to a considerable extent the foreign trade vessels, which are
in general those most suitable for naval auxiliary purposes,
are manned by the citizens of foreign nations. Great Britain
Germany, Spain and China are particularly well represented.

ACTIVITIES OF SEA SERVICE SECTION

The problem of manning American vessels with American
citizens is partly a question of providing sufficient wage in-
ducement, and partly a matter of arousing a more general in-
terest in maritime occupations. The granting of naval reserve
pay is intended to provide the wage incentive. The activities
of the Sea Service Section, a department of the United States
Shipping Board, are directed toward creating an interest in
shipping and placing American citizens on American vessels.
The Sea Service Section maintains offices in twelve American
ports. During the fiscal year ended June 30, 1928, it placed
59,930 persons on American vessels of whom eighty-nine per
cent were American citizens. It has exhibited particular in-
terest in the placement of inexperienced youths between the
ages of 18 and 23 who are rated as “deck boys” and paid
$25 a month. Itis intended that these “deck boys” should
'be trained in seamanship and navigation and advanced
to higher ratings as they attain the required proficiency.
During the last fiscal year, 1,481 such *“deck boys’ were
placed on American vessels.!

While the present situation with respect to both the Amer-
icanization of crews and the amount of merchant shipping
now available for use as cruisers, transports, etc., is unsatis-
factory, some improvement may be anticipated in the future

1U. S. Shipping Board, “Annual Report,” 1928, op. ¢it., p. 37.
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as a result of the twenty-two mail contracts already made by
the Post Office Department under the provisions of the Mer-
chant Marine Act of 1928. Ultimately, two-thirds of the
crews on the vessels operating under those contracts will be
American citizens. Moreover, those contracts provide for
the construction of thirty-two new vessels to replace the
older or slower vessels now operated and to improve the mail
services. These new vessels must be constructed in accord-
ance with plans approved by the Navy Department so that
their usefulness as auxiliary ships is assured. Moreover, the
construction of those vessels, together with the contracts for
naval construction secured from the Government by private
shipyards, will assist in maintaining the shipbuilding indus-
try as an effective instrument of national defense.



PART II

FAVORABLE AND UNFAVORABLE FACTORS
AFFECTING THE MAINTENANCE OF AN
AMERICAN MERCHANT MARINE



CHAPTER VII
NATURAL AND ECONOMIC ADVANTAGES

ent situation with respect to the shipping and shipbuild-
ing industries have been described. It is now necessary
to examine the various factors which have handicapped in
the past, or will influence in the future, the maintenance and
development of an American merchant marine. Past ex-
perience has clearly indicated that, whatever advantages in
the shipping field the United States may have had, they
have been outweighed by the disadvantages. The enact-
ment of the Merchant Marine Act of 1928 has, to some ex-
tent at least, brought about a readjustment of the competi-
tive position of the American merchant marine. But it is
contended that there is need for other measures designed to
rovide additional assistance to American shipowners. The
Justification for such measures depends to a considerable de-
gree upon the balance or lack of balance between the favor-
able and adverse factors, both natural and artificial, in .the
present situation. The present and immediately following
chapters will discuss in turn each of the more important
classes or groups of those factors.

IN THE preceding chapters the major aspects of the pres-

NaturaL RESOURCES

The fact that the United States has certain natural and
economic advantages which should contrib}zte to the main-
tenance of her position as a maritime nation is frequently
overlooked. Some of these advantages are possessed to an
equal or greater extent by other maritime countries. Butin
some respects the United States is better situated than sev-
eral of its competitors in the shipping field.

One of the essentials for the development of shipping 1s the
possession of a sea coast. That of the United States 1s not
onlyextensive, but it borders on both the Atlantic and Pacific
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Oceans as well as on the Gulf of Mexico and has numerous
harbors. Moreover, those harbors are open at all seasons
and are not, as in the case of the ports of Russia and eastern
Canada, blocked by ice during considerable periods of the
year. If sea coast and harbors were the determining factor
in the development of a merchant marine, the United States
would probably be the leading maritime nation of the world.

The possession of extensive natural resources, particularly
iron, coal and petroleum, are likewise an asset in the develop-
ment of ocean shipping. In the days before the advent of
the iron steamship, the supremacy of the United States on
the sea was due in large part to the fact that she had exten-
sive forests and was one of the chief sources of shipbuilding
materials. The use of iron, and subsequently steel, in ship
construction placed this country at a disadvantage, not be-
cause of the lack of iron ores or of the coal required for the
production of steel, but rather because at the time when iron
came into use the American iron and steel industry was not
fully developed. Although at the present time Great Britain,
Germany and France are probably able to produce iron and
steel at a somewhat lower cost than the United States, largely
because of lower wage scales, nevertheless, this country has
an advantage over such maritime countries as Italy, Spain
and Norway, which are all deficient in iron and coal.

The introduction of oil as fuel for steamships and the in-
vention of the Diesel engine have given added importance
to the possession of petroleum resources. Oil-burning vessels
have several advantages over coal burners. They can be
more quickly refuelled. They have more room for cargo be-
cause oil takes up less space than coal. They have a wider
cruising radius for the same reason. The motorship, like-
wise, has these advantages together with the additional ad-
vantage of reduced oil consumption. In the operation of oil-
using vessels of either type, that nation which possesses ex-
tensive petroleum resources is placed in a superior position.
The United States at the present time produces about
seventy per cent of the world’s supply of petroleum, whereas,
the other maritime nations of the world produce practically
none within their own borders. As long as the use of cil as
fuel is justified by the price relationship between coal and oil,
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and until American petroleum resources approach exhaustion,
this country will have an advantage over its maritime com-
petitors which may be expected to contribute to the main-
tenance of an American merchant marine.

CaPITAL

Surplus capital is also required by any nation proposing
to maintain a substantial merchant marine. The numerous
risks as well as the highly competitive situation which nor-
mally prevailsin the field of world shipping make the invest-
ment of capital in that field relatively unprofitable in com-
parison with investment in other forms of business enterprise.
Where capital is scarce, or where the available capital can all
be profitably used in the exploitation of natural resources,
shipping remains relatively undeveloped, as, for example, in
the case of South American countries. The decline of the
American merchant marine during the period from 1860 to
1914 was probably due in part to the fact that the exploita-
tion of natural resources, railroad construction and the rapid
growth of manufacturing caused a diversion of capital from
the shipping and shipbuilding industries, although other
factors were undoubtedly more directly responsible for that
decline. At the present time the United States has a surplus
of capital as shown in the increase in investments abroad and
the private loans to foreign nations. In this respect, this
country has an advantage over most of the other maritime
nations and is in a better position to support a merchant
marine.

Business INITIATIVE

Business ingenuity and initiative are required for the suc-
cessful conduct of shipbuilding and shipping enterprises as in
other fields of industry. It is generally acknowledged that
American industrialists lead the world in organizing and
managerial ability. By the application of mass-production
methods and by the invention and use of labor-saving de-
vices, American manufacturers have been able in many ﬁ.el.‘:j
to meet competition in foreign markets despite the mmh
disadvantage of a high wage level. To the extent that the
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qualities or characteristics which make for business success
and that the methods of large-scale production can be ap-
plied to shipping and shipbuilding, the United States isin a
favorable position for the development and maintenance of
a merchant marine. Unfortunately, those two industries do
not offer the opportunities for the adoption of the large-scale,
mass-production methods applied, for example, in the auto-
mobile industry. American shipyards have never, except
during the war period, operated under conditions of quantity
production. In relatively few instances have duplicate ships
been constructed. Until a more favorable situation in Amer-
ican shipyards is brought about by the establishment of a
steady demand for the construction of vessels of the same
type, little can be expected in the direction of mass-produc-
tion methods. But even under the most favorable circum-
stances, it seems unlikely that the shipbuilding industry
would achieve the results already obtained in other fields.!

ExTeNsiveE ForEIGN TRADE

Finally, the volume of American foreign trade and the fact-
that the greater part of that trade is ocean-borne constitute
an advantage not possessed to as great an extent by some of
the other maritime nations. The foreign trade of the United
States, measured by value, is exceeded only by that of the
United Kingdom. In 1927 American imports constituted
12.39, of the world’s total and American exports 15.5%. The
imports of the United Kingdom represented 17.4%, and the
exports 12.8%. The trade of other maritime countries was
considerably below that of the United States and the United
Kingdom, and in the case of Norway the figures were only
0.8% and 0.6% respectively.? At the present time the average
annual cargo tonnage of American ocean-borne exports and
imports combined is in excess of eighty million tons. While
other factors in the situation, which will be subsequently dis-
cussed, make it difficult for American shipowners to furnish
service equivalent to that of their competitors at the same

$On this point, see address of Mr. H. L. Ferguson, “Proceedings of the Second
National Conference on the Merchant Marine,” op. ¢st., pp. 28-33. .

12U, S. Department of Commerce, “ Commerce Year Book, 1928,” Washington,
D. C,, 1928, Vol. I1, p. 72. .
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cost to shippers, yet it should be recognized that the volume
of American commerce is favorable to the development and
maintenance of an American merchant marine. Moreover,
to the extent that the foreign trade of the United States
comprises manufactured goods or raw materials of high value
in proportion to the bulk, the opportunity for profit is in-
creased because those commodities can stand a higher rate
than bulky low-valued commodities.

While these various natural and economic advantages
have not in recent years been sufficient to overcome the ad-
verse factors in the situation, they may prove of greater im-
portance in the future. This applies particularly to the ad-
vantage arising out of the ability of American industrialists
in the organization and management of private business
enterprises. There is no reason to expect that private initia-
tive and the American genius for organization will prove less
energetic in the field of ship operation, when the incentive
for the exercise of that initiative and genius arrives, than in
other industrial fields. However, during the past fifty years
these natural and economic advantages have not been suffi-
cient to maintain more than a small merchant marine,not-
withstanding various governmental measures which have
been adopted from time to time with a view to stimulating
private effort.



CHAPTER VIII

e
GOVERNWTAL FACTORS FAVORABLE TO AN
AMERICAN MERCHANT MARINE

cussed in the preceding chapter, the American merchant

marine has certain other aids to its development arising
out of the various governmental measures which have already
been adopted to encourage and protect the American shipping
industry. These measures include the exclusion of foreign
shipping from the coastwise and intercoastal trades, the ad-
mission of foreign-built vessels to American registry subject
to the provision that they must be used exclusively in foreign
trade, and theassistance afforded under the Merchant Marine
Act of 1928.

IN addition to the favorable elements in the situation dis-

ReservaTion oF THE Coastwise TRADE

The ships of foreign nations have been excluded from the
coasting trade of the United States since 1789. This policy
was originally enforced by the imposition of a discriminatory
tonnage tax which was effective in excluding foreign vessels.
In 1817, Congress substituted a specific prohibition which
has since remained in force. This prohibition has been ex-
tended to cover trade between the United States and its
possessions, including Alaska, Hawaii and Porto Rico.
Trade between this country and the Philippine Islands is,
hoyever, open to all vessels.! :

he reservation of the coasting trade was largely respon-
sible for the maintenance of an American merchant marine
during the period prior to the World War when American
vessels had practically disappeared from the overseas foreign
trades. It also contributed to the preservation of the Amer-

1U. S. Department of Commerce, “Government Aid to Merchant Shipping,”
Revised Edition, Washington, D. C., 1923, pp. 37 and 268. The Merchant Manne
Actof 1920 provided for the extension of the coastwise law to the Philippines, but this
provision has not been put in force, The questions involved will be subsequently
discussed.
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ican shipbuilding industry which, however, was chiefly de-
pendent upon the construction of naval vessels. At the
present time the tonnage of American shipping in the coast-
wise and intercoastal trades is greater than that of the entire
merchant marineof any maritime nation with the exception
of Great Britain., On January 1, 1929, the coastwise fleet
of the United States comprised 714 vessels of 1000 gross tons
and over with a total gross tonnage of 3,490,319 tons.! While
the larger number of these vessels are not suitable for use in
overseas trades or for national defense purposes, there are a
few noteworthy exceptions. The California of 20,325 gross
tons and with a speed of eighteen knots and the Malolo of
17,231 gross tons and a speed of twenty-one knots are both
recent.additions to the coastal trade which could in an emer-
gency be shifted into foreign trade or utilized as cruisers or
transports. The fact that these two vessels, as' well as all
other ships built since the war for coastwise service, would
undoubtedly not have been constructed but for the assurance
of protection against foreign competition afforded by the
policy of exclusion is indicative of the importance of that
policy as a factor in the maintenance of an American mer-

chant marine. /

FRree SHIps

The admission of foreign-built vessels to American regis-
try for use in foreign trade is intended to relieve ship opera-
tors of the burden resulting from the higher cost of ship con-
struction in American shipyards. Prior to 1912, the only
vessels which could be documented under the American
flag were those built in the United States. In that year,
this exclusive policy was modified by the provisions of the
Panama Canal Act which permitted the registration of
foreign-built ships not over five years old. Such vessels,
however, could not be employed in the coasting trade. Sub-
sequently, the age limitation was removed by the Ship Reg-
istry Act of August 18, 1914. In 1917, emergency legislation
was passed permitting foreign vessels admitted under the

1U. S. Shipping Board, Bureau of Research, Division of ;:;ﬁlgkmﬂg

in "
Report on the %mployment of American Merchant Manne
No. 300, January 1,1929. Lake and river tonnage was excluded.
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Ship Registry Act to operate in the coasting trade for limited
periods and under specified conditions. This permission was
withdrawn by Section 22 of the Merchant Marine Act of 1920
which, however, provided that registered foreign-built ves-
sels owned by American citizens on February 1, 1920, or by
the United States on June 5, 1920, when sold to American
citizens, might engage in the coasting trade.! The law as it
now stands allows American ship operators to purchase
vessels abroad and bring them under American registry for
employment solely in foreign trade.

While the privilege of purchasing ships where they can be
obtained most cheaply is an advantage from the viewpoint
of the ship operator, the American shipbuilding industry is
adversely affected through direct exposure to foreign com-
petition except in the case of vessels intended for coastal
service.? Moreover, only during the war period, when cir-
cumstances made it expedient for American shipowners to
bring their foreign registered ships under the American flag,
has any considerable amount of foreign-built shipping been
added under the provisions of the Ship Registry Act. Dur-
ing the fiscal year ended June 30, 1928, only twenty-six
foreign vessels totaling 9,926 gross tons were admitted to
American registry, of which but three were over 5,000 gross
tons, while twelve were under 100 gross tons in size. Fourteen
of the twenty-six vessels were yachts.?

A1ps ProvipeD BY MErRcHANT MARINE AcT oF 1928

The most important contribution toward the develop-
ment and maintenance of an American merchant marine is
the direct assistance provided in the Merchant Marine Act
of 1928. The two chief features of that Act are the extension
of a larger measure of assistance in connection with the

1 The foreign-built shipping made e}lifible by this legislation for use in the coast-
ing trade amounted to nearly one million gross tons. See, U. S. Department of
Commerce, “Government Aid to Merchant Shipping,” op. ¢it., p. 429.

2 It should also be noted that the absence of restrictions on the use of American-
built vessels may induce a ship operator to purchase such a vessel rather than a
cheaper foreign vessel even though he intends to use it in foreign trade because the
foreign-built vessel would not have as wide a market for possible subsequent sale
and could not be transferred to the coasting trade if operation in foreign trade
proved unprofitable.

3 “Merchant Marine Statistics,” 1928, op. cit., p. 43.
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granting of construction loans and the authorization of a
system of mail contracts.

Construction Loans

The construction loan fund was originally created under
the Merchant Marine Act of 1920, Section 11, which pro-
vided for the setting aside out of the revenues of the Shipping
Board during a period of five years a sum not exceeding $25,-
000,000 to be used in aiding American citizens in the con-
struction of vessels in private American shipyards. The pro-
visions regarding the use of this fund were made explicit by
amendatory legislation enacted in 1924,' which extended
the period for another five years and prescribed that the in-
terest to be charged on loans made by the Shipping Board
should be not less than 534% per annum during any period
when the vessel on which the loan was made was either
inactive or operated exclusively in the coastwise trade, and
4}4% during the employment of the vessel in foreign
trade. The Act of 1924 also permitted loans for the re-
conditioning or improvement of vessels already built and
made the loan fund provisions applicable to vessels built
or reconditioned in the navy yards as well as in private
American shipyards. Another amendatory act in 1927%
removed the five-year limit, increased the size of the fund to
$125,000,000, and specified that the fund itself should be
revolving. In both the original Act and the amendment of
1924, it was provided that in no case should the amount of
the loan exceed two-thirds of the cost of the vessel and that
proper security should be provided to insure the repayment
of all loans.

The Merchant Marine Act of 1928, under Title III, re-
states these provisions relating to the construction loan fund,
with severalp important changes. The Shipping Board is
again permitted to set aside as-a loan fund $125,000,000 out
of revenues from sales. A future increase to $250,000,000
through Congressional appropriation is also authorized, but
the Act itself makes no appropriations. The maximum
amount which the Board may loan on any vessel is raised to

1 Public No. 205, 68th Congress, Approved June 6, 1924
1 Public No. 806, 69th Congress, Approved March 4, 1927.
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three-fourths of the cost of that vessel and the interest to be
charged during the operation of the vessel in foreign trade is
reduced to that rate which represents the lowest rate of yield
of any government obligation, except postal savings bonds,
issued subsequent to April 6, 1917. Loans may be made for
periods not to exceed twenty years! and shall be repayable
in equal annual instalments or in full with accrued interest,
at any time on thirty days’ notice by the borrower. It is
also provided that all vessels on which government loans
are made shall remain documented under the laws of the
United States at least twenty years and as long as any
principal or interest on account of the loan remains due or
unpaid.

The changes in the construction loan policy are designed
to provide somewhat greater assistance to shipping interests
than was afforded under the earlier legislation. It s believed
that the low rate of interest charged during the periods when
the vessel is engaged in foreign trade will help to offset the
initial disadvantages which higher construction costs in the
United States produce. In so far as stimulus is given to ship
construction, the American shipbuilding industry will be
benefited and the American merchant marine will be modern-
ized and made more efficient. It is difficult to foresee to
what extent these expectations will be realized. The admin-
istration of the loan fund is in the hands of the Shipping
Board. Itremains to be seen whether that agency by a wise
and prudent exercise of its discretionary powers will avoid
both the difficulties which loans to inexperienced persons
might produce and the more serious danger of favoritism.

Mail Contracts

The other and most significant group of provisions in the
Merchant Marine Act of 1928 comprises those dealing with
the ocean mail service and fixing the terms on which govern-
ment contracts for such service may be made. Before at-
tempting to analyze these provisions, however, it is necessa
to review briefly the conditions under which the ocean mail
service has been heretofore conducted in order to indicate
more clearly the changes introduced and the extent to which

1 Prior to this Act the maximum duration of a loan was fifteen years,
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governmental assistance to shipping is provided in the new
mail contract system.

The Ocean Mail Act of 1891! authorized the Postmaster
General to enter into contracts of not less than five or more
than ten years’ duration for carrying of mail to foreign coun-
tries, other than Canada, on certain prescribed terms. The
vessels operating under such contracts were to be American-
built, of approved design, and owned and officered by Amer-
ican citizens. It was also provided that during the first two
years of the contract, one-fourth of the crew must be citizens;
during the next three years, one-third; and for the rest of
the term, one-half. Compensation was fixed on the basis
of the size and speed of the vessels, and ranged from sixty-six
and two-thirds cents per mile? for vessels of not less than
1,500 gross tons and a minimum speed of twelve knots to
four dollars for vessels over 8,000 gross tons in size and with
a speed of twenty knots. Although this legislation was in
force from 1891 to 1928, relatively few contracts were made
under it. Out of the total of $41,962,930 paid for the carry-
ing of foreign mails during the period from 1912 to 1921, only
$8,721,574 represented payments under the Act of 1891.2

The failure to make more general use of the contract pro-
visions of the Act of 1891 is ascribed to the fact that its clas-
sification of vessels soon became antiquated and its fixed com-
pensation rates were considered inadequate for the service re-
quired.* To remedy the latter defect, supplementary provi-
sions regarding mail contracts were included in the Merchant
Marine Act of 1920. Section 24 of that Act empowered the
Postmaster General to enter into contractswith the owners of
American-built ships documented under the laws of the
United States for mail service on the basis of just and reason-
able rates determined upon jointly by the Postmaster Gen-
eral and the Shipping Board. Such contracts, however, were

! This Act was repealed by Section 414 of the Merchant Marine Act of 1928.
* For the outward voyage only.

3U. S. 67th Congress, 2nd Session, “ Joint Hearings,” op. ¢it., Vol: I,p. 181
¢ The policy of the Post Office Department during the years preceding the World

ar was to use the vessels under contract whenever possible, particularl for heavy
packets. As a result the amount paid during the fiscal year 1914-1915 for contract
service was less than the amount which would have been paid for the same f&wom
the vessels had not been under contract. U. S. Department of Commerce, v-

ernment Aid to Merchant Shipping,* op. cit., p. 43.
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subject to the restriction that they should be within the
limits of the appropriations made by Congress. The subse-
quent failure of Congress to make the appropriations re-
quired by -long-time contracts rendered the effect of this
legislation negligible. For many years the greater part of
the foreign mail of the United States has been carried at rates
of compensation fixed on the basis of weight. Vessels of
American registry have been allowed eighty cents a pound
for letters and postcards and eight cents a pound for other
articles. Foreign vessels receive about thirty-five cents and
four and one-half cents a pound for the two classes of mail,
respectively, under the rates established by the Universal
Postal Union.

The Merchant Marine Act of 1928, in the provisions under
Title IV, establishes a new series of regulations and condi-
tions governing contractual ocean mail service. Section 401
specifies that all ocean-borne mails of the United States shall,
if practicable, be carried on vessels in respect of which a con-
tract has been made under the provisions of this legislation.!
Under Section 402, the Postmaster General is directed to
certify to the United States Shipping Board what ocean mail
routes, equitably distributed among the ports of the United
States, should be established, the present and probable
future volume of mail on such routes, the frequency of the
service deemed advisable and other requirements necessary
to provide adequate postal service. In the succeeding Section
the Shipping Board is directed to determine the type, size
and speed of the vessels which should be employed on the
routes certified to meet the indicated service requirements.
Sections 404 to 407 specify the conditions which shall govern
the making of all mail contracts. It is provided that per-
formance under a contract shall begin not more than three
years after the contract is let and that the term of the con-
tract shall not exceed ten years.? Vessels employed in ocean

1 This and other corresponding provisions of the Act are not applicable to mail
service between the United States and Canadian ports, other than those in Nova
Scotia, or to service between American ports wherever the restrictions with respect
to coastwise trade apply. i . .

3 In reply to a request for an interpretation of this provision made by the Post.
master General, the Comptroller General expressed the opinion that the Postmaster
General was not authorized to enter into two contracts with the same company, one
contract for ten years to go into effect at the end of three years, the other contract
to operate during the three year period. United States Dasly, August 6, 1928, p. 2.
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mail service under such a contract shall be steel, steam or
motor vessels and, with certain exceptions, must be American-
built. The exceptions are vessels registered under the laws
of the United States not later than February 1, 1928, and
vessels actually ordered and under construction for the ac-
count of American citizens prior to that date. All vessels
employed under these mail contracts must be registered
under the laws of the United States during the entire time
of such employment. Vessels built subsequent to the enact-
ment of this legislation must either be constructed according
to plans and specifications approved by the Secretary of the
Navy or be otherwise useful in time of national emergency.
It is also provided that a certain proportion of the crews on
these vessels, in addition to all of the officers, must be Amer-
ican citizens. During the four years following the enact-
ment of this law, this proportion is fixed at one-half of all
employees of the ship, other than officers; thereafter, two-
thirds. It is also provided that all proposed contracts shall
be open to competitive bidding. Before making any con-
tract, the Postmaster General is required to give public
notice by advertisement calling for bids once a week for
three weeks in selected newspapers of certain specified cities.
Each contract shall be awarded to the lowest qualified bidder.
While these restrictions upon the procedure of the Post Office
Department are designed to protect the public interests and
may be expected to prevent the evils which might occur
under a policy of secret negotiation, competitive bidding has
not played an important part in the actual making of mail
contracts.

Sections 408 and 409 deal with the compensation to be al-
lowed under these mail contracts. Provision is made for the
division of the vessels employed in ocean mail service into
seven classes on the basis of speed and tonnage and the maxi-
mum compensation allowed for each class is specified.! The
minimum rate of speed at sea in ordinary weather and the
minimum gross registered tonnage for each class of vessels
together with maximum rate of compensation per nautical
mile in each case are as follows:

1 The Postmaster General may base the classification of vessel solcly upon speed
in cases where speed o:n. pardczlar route is important and no other suitable vessel

is available.
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Class Speed Tonnage ile of
oot

2,500 tons $1.50

4,000 2.50

8,000 “ 4.00

10,000 6.00

12,000 * 8.00

16,000 “ 10.00

20,000 * 12.00

It is provided that in each case the number of nautical
miles by the shortest practicable route between the ports
involved shall be determined and that payment shall be
made on that basis for each outward voyage regardless of the
mileage actually travelled. Additional compensation may
be paid to vessels in Class 1, capable of maintaining a speed
in excess of 24 knots, but the total compensation allowed in
such case must not exceed an amount which bears the same
ratio to $12.00 as the speed of the vessel bears to 24 knots.
The Postmaster General is also authorized to grant special
compensation for airplane service in conjunction with vessels,
provided the airplanes are American-built and owned and
operated by citizens of the United States.

Other provisions relating to the contract mail service deal,
respectively, with the action to be taken in case of the failure
of the ship operator to maintain the service required, with
the provision of suitable accommodations for mail messengers,
and with the repeal of earlier legislation relating to ocean
mail transportation.

Following the enactment of the Merchant Marine Act of
1928 the Postmaster General proceeded to put the provisions
relating to mail contracts into effect. At the end of 1928,
twenty-two contracts had been made involving an annual
expenditure of approximately eleven and one-half million
dollars. It is estimated that this expenditure is about eight
million dollars in excess of the previous cost of payment on
the basis of weight. It has been the policy of the Post Office
Department to insert in the contracts a provision requiring
the construction in the future of new vessels. Thirty-two
new vessels are thus provided for in the contracts already
made! Several applications for loans from the Shipping

1 Statement of Mr. 1. B. Campbell, “ Proceedings of the Second National Confer-
ence on the Merchant Marine,” ap. ¢if., p. 73.
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Board’s construction loan fund have been made by the
recipients of mail contracts, some of which had already been
acted upon at the end of 1928. Prior to the enactment of the
Merchant Marine Act of 1928, no loans to aid in the construc-
tion of vessels intended for use in overseas foreign trade had
been made from that fund. The first loan of that character
was that granted on October 23, 1928 to the Export Steam-
ship Corporation, which had already entered into a contract
for the carriage of mail under the provisions of the new legis-
lation. This loan amounted to about $4,500,000 and repre-
sented three-fourths of the cost of four passenger and cargo
vessels of about 8,200 gross tons each.! It is thus evident
that the Act of 1928 has already given some stimulus to the
American shipping and shipbuilding industries.

In certain respects the assistance already provided is con-
sidered inadequate by some American ship operators. In
particular, those operators who are not in a position to obtain
mail contracts, either because they operate cargo vessels not
suited for mail service or because an American competitor in
the same trade route has already been granted the contract
for mail service, may be at a disadvantage. Furthermore,
the mail contract system makes no provision for additional
aid in the event of an increase or change in the amount,
character or severity of the competition encountered by
companies operating under mail contracts. The American
Steamship Owners’ Association favors legislation which will
provide assistance for ship operators not under the mail con-
tract system and recommends the amendment of the Mer-
chant Marine Act of 1928 to authorize the Postmaster
General, upon the Shipping Board’s recommendation, to
increase the payments under mail contracts when a change
in the competitive situation makes such an increase neces-
sary in order to insure the maintenance of a service.

1 New York Times, October 24, 1928,



CHAPTER IX

DISADVANTAGES ARISING OUT OF WORLD
COMPETITIVE CONDITIONS

HE factors favorable to the maintenance of an Amer-

ican merchant marine discussed in the preceding chap-

ters are offset by numerous unfavorable factors. Ex-
cept so far as the situation has been modified by the govern-
mental assistance afforded under the Merchant Marine Act
of 1928, the competitive status of American vessels operating
in foreign trade 1s not conducive to the expansion or even to
the continued operation of the foreign shipping services now
maintained under the American flag. Higher costs of ship
construction and operation, restrictive governmental regu-
lation, the competition of government-owned vessels, the
aid received by competitors under foreign subsidy policies,
the relative lack of experience in the shipping field and the
present low freight rate level, all contribute to handicap
American ship operators.

AMERICAN CosTts ofF SHir CoNsTRUCTION AND OPERATION

The higher cost of ship construction in the United States
in comparison with the cost in foreign countries necessitates
a larger initial investment on the part of the American ship
operator purchasing American-built vessels. This handicap
may be avoided by buying foreign vessels for operation in
foreign trade, but such a policy is not helpful to the mainte-
nance of American shipyards. In the case of vessels purchased
from the United States Shipping Board, the handicap of con-
struction costs has been eliminated because, except in the
initial sales, the prices paid for such vessels have been con-
siderably below their cost of construction either here or
abroad. Likewise, the general rise in money values has modi-
fied the situation with respect to vessels purchased prior to
the World War. But the future maintenance of the Amer-
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ican Merchant Marine and of the shipbuilding industry will
require the replacement of ageing vessels with ships built in
American shipyards, thereby re-introducing the cost differ-
ential which has been one of the handicaps upon ship opera-
tion for many years.

That the cost of constructing ships in American shipyards
is greater than in most other countries is clearly established.
The higher wage rates paid to shipyard employees and the
higher cost of many of the materials required explain the
higher construction costs.! But for purposes of this re-
port the determination of the actual differences in cost is be-
set with difficulties. In the first place, comparisons of bids
by American and foreign shipbuilding concerns do not show
accurately the difference in construction costs unless those
bids are made on identical plans, and even then the value of
the comparison may be lessened by the fact that one of the
bidders may, with a view to obtaining the business, figure on
a smaller percentage of profit than his competitor. In the
second place, the difference between American and foreign
construction costs varies with different types of vessel, so
that no single arbitrary figure can be assumed to represent
the amount or degree of competitive advantage of foreign
shipyards over those in the United States. Finally, Amer-
ican shipyards have been inactive, or engaged chiefly in re-
pair work, for so long a period that it is impossible to deter-
mine what their construction costs would be in the event
that improved conditions enabled them to operate at full
capacity.

Estimates made some years ago indicated that then the
cost of construction in American shipyards was about 25
per cent above that of British yards.? Recent estimates,

1 . . . - . 4 classes of
S o bty vt e ety e e
Council of American Shipbuilders. It was found that the rates paid in the United
States were approximately double those in Great Britain, which in turn were in most
cases considerably in excess of those in other foreign countries. The price of steel
was also found to be lower in Great Britain than in this country. National Counci
of American Shipbuilders, * Shipbuilding Data,” 1928, Exhibits XIII and XV.

Vet Government Aid to Merchant Shipping, A Study Prepared, Undes D000
oPl.“:it., Pt::ta 1, !;-pll)g!lg B;e:d;ls: admamnm by the committee of National

Merchant Marine Conference of 1925, in 70th Congress, 1st Session, * Hearings on
the Merchant Marine,” op. ¢it., Part 2, pp. 849-852.
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however, show a much greater differential. In a report is-
sued in 1928, a comparison of American and British costs of
construction for seven different vessels varying in type or
size is presented which shows the American cost to be from
50% to 66% greater than the British cost! These esti-
mates correspond approximately with those made by the
National Council of American Shipbuilders in 1926. The
latter estimates were based upon the assumption that both
the foreign and American shipyards were operating with a
normal volume of work. Three types of oil-burning vessels
were included in the survey of comparative costs, a cargo
steamer of 10,000 deadweight tons, a tank steamer of 9,850
deadweight tons, and a passenger and cargo steamer of
7,057 gross tons. Data covering the various items of material
and labor costs were obtained, in the case of the American
estimates, from five large shipyards in this country; in the
case of the British estimates, fl:om foreign trade publications,
American consulates and other sources. The man-hours of
labor and the percentages of overhead expense and profit
were assumed to be the same in both countries. The final
results showed a higher domestic cost of 59%, in the case of
the cargo vessel, 60% in the case of the tanker and 549 in
the case of the passenger and cargo steamer.® The cost
differential at the present time is said to be no lower and is
probably higher, because private American shipyards are
operating below capacity, while many British yards are op-
erating at from normal to full capacity.! A committee repre-
senting the shipbuilding and shipowning interests is now en-
gaged in an attempt to discover some way of reducing that
differential.

The larger investment required of the American ship-
operator who purchases an American-built vessel increases

1H. N. Laurie, “The American Merchant Marine,” Vol. 1, p. 14. An indepen-
dent report in mimeographed form prepared for the United States Shipping Board
and released March 4, 1928. The data on ship construction costs, it is stated, have
been taken from a report by Alfred H. Haag. It should be noted that the ntage
figures in the original data show the differences in cost as percentages of the higher
American costs and range from 33% to 40%.

8 “Shipbuilding Data,” op. ¢it., Exhibit XIIL

% Statement of Mr. H. G. Smith, Vice-President of the National Council of Amer-
ican Shipbuilders at the Second National Conference on the Merchant Marine,
* Proceedings,” op. cit., p. 23.
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the overhead items in his operating costs, particularly in con-
nection with the fixed charges of interest, depreciation and
insurance. In the absence of governmental assistance in the
form of construction loans at a low rate of interest, American
and foreign shipowners must provide for the payment of ap-
proximately six per cent on the capital borrowed, either from
banking interests or through the sale of securities, for pur-
poses of ship construction. The average life of a vessel is
estimated at twenty years so that an additional annual al-
lowance of five per cent must be made for depreciation. The
hazards of fire and shipwreck necessitate insurance which
involves a yearly charge of at least four per cent of the ship’s
value. During the first year of operation, therefore, ap-
proximately fifteen per cent on the invested capital must be
set aside from the earnings to take care of these fixed charges.
Assuming that an American shipowner operates a vessel
costing $1,500,000 and his British competitor a similar vessel
costing $1,000,000, the former during the first year has fixed
charges amounting to $225,000, or $75,000 more than his
British competitor. In subsequent years the amount of the
fixed charges in each case would be reduced, but the relation-
ship between them would remain the same.

In addition to the matter of fixed charges, there is another
differential in the cost of operating American ships arising
out of the higher standards of wages and subsistence on
American vessels. Data compiled by the Bureau of Labor
Statistics showed that in 1926 the monthly wage rate of able
seamen was 362 on the vessels of the United States Shipping
Board, $60 on those of private American operators, $44 on
British vessels and $17 and $22 on French and Ger!nan ves-
sels, respectively. The wage rates for other shipping occu-
pations were substantially higher on American vessels than
those on British vessels, except in the case of ship carpenters,
where the British and private American were rated the same.
British rates in turn were higher than those of the other
maritime countries.? A comparison of monthly wage and sub-
sistence costs in 1927 based on statements obtained from the
United States Shipping Board showed a combined monthly

1U. S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review,
August, 1927, pp. 125-129.
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cost of $4,0410n an American oil-burning cargo vessel of 9,001
deadweight tons, as compared with a cost of $2,690.42 on a
similar British vessel of approximately the same size.! With
respect to subsistence costs alone it has been estimated that
the average cost of food per man per day in 1925 was 45
cents on British vessels and 57 cents on American vessels.?
The maximum allowance on vessels operated under the con-
trol of the United States Shipping Board is 60 cents per
man per day.?

Another item of expense regarded by American ship op-
erators as of minor importance in comparison with those
already discussed is related to repairs. As in the case of ship
construction, the labor element in connection with the mak-
ing of repairs in American ports tends to increase the cost.
Moreover, under a provision of the Tariff Act of 1922, a
duty of 50 per cent is imposed on the cost of all repairs made
in foreign ports. While this tax may be refunded if it can be
shown that the repairs in question were necessary to enable
the ship to continue its voyage, the effect of this legislation
on the whole tends to increase repair costs. These costs con-
stitute an item of some importance in connection with ship
operation. In the case of the Export Steamship Corporation,
repairs, during the year 1927, covering four voyages for each
of the twenty-one vessels operated, cost approximately
$160,000 or an average of $7,619 for each vessel® In the
case of the government-owned shipping operated under the
control of the Merchant Fleet Corporation, the total expen-
ditures for the maintenance of the active cargo fleet during
the fiscal year 1927 were $3,740,000.* These figures indicate
that, while the differential arising out of repair costs does not

2 “Recommendations of the American Steamship Owners® Association, Pacific
American Steamship Association and Shipowners’ Association of the Pagléc Coast
for the Permanent Establishment of an American Merchant Marine in Foreign
Tm‘ﬁ_ nll;de to the United States Shipping Board, January 10, 1928,” Appendix A,
PP .

2 Report of National Merchant Marine Conference, 1925, in 70th Congress, st
Session, “Hearings on the Merchant Marine,” op. ¢it., Part 2, p. 856.

3. S. Shipping Board, “Annual Report,” 1928, op. ¢it., p. 88.

4 Section 466.

$ U. S., 70th Congress, 1st Session, *“Hearings on the Merchant Marine,” op. ¢it.,
Part 1, p. 87.

¢ U. S. Shipping Board, “ Annual Report,” 1927, op. ¢it., p. 83.
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constitute as great a handicap upon ship operation under
the American flag as the differential of construction and wage
cost, it is nevertheless a factor contributing to the competi-
tive inequality between American and foreign shipowners.

RecuraTory LEGIsLATION

Among the factors tending to increase the operating costs
of American vessels are the various governmental regulatory
measures applied to shipping, particularly the La Follette
Seamen’s Act of 1915. It is sometimes asserted that that
Act constitutes the chief handicap upon the successful opera-
tion of shipping under the American flag.! The principal
features of the Seamen’s Act are: (1) the provision that
seventy-five per cent of the crew in each department shall
be able to understand any order given by the officers; (2)
the provision that sixty-five per cent of the deck crew ex-
clusive of licensed officers and apprentices shall be able-
bodied seamen; (3) the provision that at each port upon de-
mand seamen shall be paid one-half of the wages then earned;
and (4) the requirement that while at sea, the sailors be di-
vided into at least two and the firemen, oilers and water-
tenders into at least three watches. The first of these pro-
visions has the effect of preventing the employment of aliens
who do not understand the English language, particularly
Orientals, who otherwise would probably be employed to a
larger extent by American vessels operating on the Pacific.
The second provision compels the employment of experienced
seamen and restricts the labor supply of American ship op-
erators? The third requirement facilitates desertion and
contributes to undermine discipline. It is stated that sea-

1A. H. Ulm, “American Ships under Forcign Flags,” Barron's, the National
Financial We:k'ly, Apnil 23, 192{. p- 5; Robert Phillips, “Our Merchant Mam:
Problem,” Barron's, September 24, 1928, p. 5. See, also, address bg:sl.r- James
Farrell on “American Maritime Policy,” in 67th Congress, 2nd ion, “'Joint
Hearings,” op. cit., Vol. I, p. 319. Immediately after the enactment of the Scamen ;
Act, the Pacific Mail Steamship Company abandoned its trans-Pacific service ll':) 4
:ﬁld slcveral of its ships, contending that it could not operate under the provisions

at law. i

*It has been alleged by the President of the International Seamen’s Union of
America, Mr. Andmg:dFuinseth, that this provision is not properly enforced and
that able seamen’s certificates are given to men who are not really able ’“{"";;m 1
70th Congress, 1st Session, **Hearings on the Merchant Marine,” op. ¢t., s
p. 159,
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men, having been paid as required at foreign ports, not in.
frequently desert or return to their ships in a condition which
renders them unfit to perform their duties. The American
Steamship Owners’ Association has suggested that provision
be made by amendment of the law for the retention by the
master of a vessel of the wages due at foreign ports in cases
where the previous record of a seamen evidences the need of
such action.! The provision regarding the division of the
crew into watches has been held to apply to all sailors on
board. Shipowners are, therefore, not permitted * to employ
during the daytime and to lay off at night, sailors not needed
for the navigation of the ship but only required for its up-
keep. This has not only increased the costs of operation to
the owner, but has produced a situation equally unsatisfac-
tory to the men.””?

GoveErRNMENT COMPETITION

In addition to the burden of higher operating costs and
restrictive governmental regulation, private American ship-
owners in foreign trade are faced with governmental com-
petition in two forms, first, that resulting from the operation
of the government-owned vessels of the United States Ship-
ping Board and, secondly, that arising out of the subsidiza-
tion of competitors by foreign governments.

It would be impossible to determine to what extent private
American shipping interests have been adversely affected b}'
the operation of the government-owned fleet. Prior to 1923,
direct competition between government-owned and privately-
owned shipping appears to have existed in some instances.
The operation of four government vessels in the coastwise
trade from 1920 to 1923 is a case in point.* Direct competi-
tion is also indicated in the statement in the Shipping Board’s
report for 1922 that “while the trade from the United Sta.tes,
North Atlantic to the west coast of South America was in a
measure served by privately-owned American-flag steamers,
adequately to meet the requirements, a monthly service was

1“Recommendations of the American Steamship Owners’ Association,” op. ¢it.,

p. 10.
8 Idem,

3 U. S. Shipping Board, “Annual Report,” 1923, p. 72,
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also maintained with Shipping Board vessels.” In recent
years, direct competition between private lines and those
operated under the supervision of the Merchant Fleet Cor-
poration has been theoretically avoided. A Congressional
investigating committee reported in 1925 that there was no
evidence of such competition.? But the existence of direct
competition in at least one instance is evidenced by the rate
war, involving the American-owned Isthmian Line as well as
several foreign lines, which resulted from the establishment
by the Shipping Board in 1927 of a service between New
York and India.? Moreover, indirect competition is equally
unfair to private American ship operators. It seems prob-
able that at least part of the trade carried, usually at a loss,
by government-owned vessels would have been secured by
private American interests in the absence of the Shipping
Board competition. Then, too, the allegation that the opera-
tions of the Shipping Board have been instrumental in keep-
ing down shipping rates suggests that perhaps American
exporters have profited at the expense of American as well
as foreign shipowners. It is asserted that instances are not
lacking where the agent operators of Shipping Board Lines
have cut rates in competition with private American lines.*
Another particular case of rate reduction viewed with dis-
favor by private shipping interests is that made by the gov-
ernment-owned Panama Railroad Steamship Line in the
carriage of freight for the Government. Such freight is car-
ried at twenty-five per cent below the commercial rates. It
is also charged that the Panama Steamship Line, by extend-
ing its operations to the West Indies in an effort to obtain
return cargoes, has entered into direct competition with
private lines.® -

A 1bid., 1922, p. 112, Commi o

1U. S., 69th Congress, 1st Session, “Report of the Select Committee of Inquiry
into Operations, Policies and Affairs of the United States Shipping Board 9a2nsd
Emergency Fleet Corporation,” House Report No. 2, Washington, D. C., 1925,
p- 18.

3U.S., 70th Congress, 1st Session, * Hearings on the Merchant _Manng," op. cit.y
Part 2, p. 222; 7ogmal’of Commerce, August 14, 1928, p. 1; Daily Freight R'2’6'°"‘l
August 10, 1928; U. S. Shipping Board, * Annual Report,” 1928, op. ¢it., p-

¢ Nation’s Business, July, 1927, p. 90. . .

8 Chester Leasure, * Bureaucracy Puts Out to Sea,” Nation's Business, August,
1927, p. 41. See, also, “Our Unfair Government,” by the same writer, [Nation s
Business, January, 1929,

9
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The question of whether or not direct competition exists
between the government-owned shipping and that of private
operators is, however, subordinate to the broader aspects of
the situation. Private shipping interests would have no
reason to fear government competition if the government-
owned ships were operated on a business basis. But the
competitive relationship will remain unequal as long as the
government operations are conducted without regard to
profit or loss. Not only unfair competition, but the very
fear of it created by continued government ownership, has
probably tended to paralyze the development of a privately-
operated merchant marine. The uncertainty regarding
future governmental policy toward the merchant marine
problem has contributed not a little toward bringing about
the present unsatisfactory situation in the shipping field.

Foreicn Sussipy PoLicies

The American merchant marine has, to some extent at
least, encountered a further obstacle as a result of the fact
that foreign competitors have been assisted in various ways
by their respective governments. It is difficult to determine
how far the special favors enjoyed by foreign shipping in-
terests have placed American shipowners in a disadvantage-
ous position. In the first place, the amount of financial as-
sistance granted in each case, either directly or indirectly,
can not be accurately measured, not only because the details
of the arrangements between foreign governments and indi-
vidual shipping concerns are not always disclosed, but also
because certain services are frequently required on the part
of the shipowner which may partially offset the financial con-
sideration. In the second place, a substantial part of the as-
sistance given by foreign governments goes to shipping in-
terests which are not directly competing with American
companies. Since it is not possible to segregate the amount
of aid received by actual competitors, the extent to which
the various policies of foreign countries in aiding the develop-
ment of their respective merchant marines impose a competi-
tive handicap upon American shippingcan not be determined.
But the existence of such a handicap is nevertheless apparent
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and justifies a brief survey of some of these foreign govern-
mental policies.

" Several nations have aided or are now aiding their shipping
and shipbuilding industries through the medium of loans for
ship construction purposes. The British Government, in
1903, advanced 2,600,000 pounds sterling to the Cunard
Steamship Company at 234 per cent to enable it to build the
Mauretania and Lusitania Under the Trade Facilities Act
of 1921, provision was made for loans to shipbuilders to en-
courage ship construction in British yards. Since 1922, the
policy of the Government has been to guarantee loans raised
from private sources rather than to advance government
funds.? France grants similar aid to her shipbuilding in-
dustry through an arrangement made in 1928 with the
Credit Foncier de France, under which the Government as-
sumes part of the interest charges, thus reducing the rate to
49, on loans for the construction of vessels in French ship-
yards, provided the engines and boilers are also constructed
in France? Sweden maintains a construction loan fund of
23,000,000 crowns from which loans at 59, are made
which are payable in ten years.* Spain and Italy grant con-
struction bounties to encourage domestic shipbuilding and
shipping.® o

Subsidies or subventions are paid to individ.ual shipping
companies by a number of countries on condition that cer-
tain services shall be maintained. This policy has been fol-
lowed for many years by Great Britain, one of the chief re-
cipients of such aid being the Cunard Steamship Company.*
France, likewise, subsidizes several of the important French

'U. S. Department of C: ce, “Gover t Aid to Merchant Shipping,”
op. ¢cit., pp. 55,291. One of the conditions imposed was that the Cunard Line should
remain British.

3 Report of the National Merchant Marine Conference, 70th Congress, st Ses-
sion, “Hearings on the Merchant Marine,” op. cit., Part 2, p. 868.

3 Commerce Reports, June 4, 1928, p. 587; sbid., August 13, 1928, p. 436.

4 Ibid., September 3, 1928, p. 600. Loans were formerly made at four per dcent.
During the first two years of the loan only payment of the intercst is required.

*R. W. Baker, *“New Subsidies for Spanish Shipping and Shipbuilding, C;:v-
merce Reports, October 19,1925, p. 157; iﬁd., uly 18,1927, p.151; E. T. :";\ If-
lain, “Italian Ship-Subsidy System,” U. S. Department o Commerce, Trade in-
Jormation Bulletin, No. 529, Washington, D. C., 1928, pp. 12-14.

¢ U. S. Department of Commerce, “ Government Aid,” op. cit., p. 302




118 AMERICAN MERCHANT MARINE

steamship companies.! Approximately one-half of the shi
ping tonnage of Italy is subsidized under a system rccemj;
adopted by that country and calling for an estimated annual
expenditure of about $9,083,000.* Japan, which formerl
granted general navigation bounties, now restricts suc
bounties to particular companies maintaining important
services.® Brazil recently granted an annual subsidy of
about $2,250,000 to the Lloyd Brasilerio Navigation Com-
pany to support the maintenance of passenger service to
Europe and freight services from Brazil to Liverpool, New
York and New Orleans.* Chile has adopted a subsidy policy
which may be applied to private shipowners as well as to the
national steamship companies.* These are outstanding ex-
amples of the foreign subsidization of steamship lines.
Discriminations of various types have also been employed
as a method of giving indirect assistance to national shipping
interests. Before the war, the German system included the
granting of preferential rates on the government railroads to
exports carried on certain German steamship lines. The
abandonment of such discrimination was required, however,
under the terms of the Peace Treaty. The imposition of
higher tariff rates on goods imported or exported in foreign
ships has also been tried in the past by various countries. At
the present time the only country making extensive use of
that policy is Portugal. That country, under legislation
adopted in 1922, grants a reduction of 109 in the export
charges on merchandise exported in Portuguese ships to
Portuguese colonies, and a reduction of 20%, in the case of
exports to foreign countries carried in Portuguese ves-
sels. Foreign ships are also required to pay all duties and
changes in pounds sterling at par value, while Portuguese

1 See in regard to the contract with the Compagnie Générale Transatlantique,
Commerce Reports, August 13, 1928, p. 436. The contract with the Compagnie de
Nag&gaﬁon Sud-Atlantique is described in Commerce Reports, September 3, 1928,

2 Chamberlain, op. ¢it., p. 17. The chief recipients are the steamship lines main~
taining services between Italy and her colonies.

3 H. A. Butts, “Japanese Shipping Subsidies,” Commerce Reports, December 12,
1927, p. 673. Subsidized ves:g are subject to governmental regulation of freight
rates.

8 Commerce Reports, March 12, 1928, p. 709; ibid., September, 1928, p. 807. The

maintenance of coastwise services was also included.
§ Ibid., March 26, 1928, p. 837.
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ships are permitted to pay in the depreciated domestic cur-
rency. A tax is also imposed on passenger fares in the case
of foreign vessels.!

While Portugal is the only country making general use of
the policy of preferential treatment as a method of aiding
merchant marine development, instances of discrimination
against foreign vessels or of special favors to national ship-
ping interests are found in the case of other countries. Com-
plaint has been made that the Italian Government permits
the visaing without charge of the passports of persons travel-
ing to Italy on Italian ships.? Under Australian customs
regulations, imports from the United States are subject to a
lower valuation and consequently lower duties if transported
through a Canadian port than when imported directly from
the United States® The Canadian customs law limits the
application of certain preferental tariffs on imports to com-
modities imported directly through Canadian ports.*

In addition to the various measures of government aid
to foreign shipping outlined above, the policy of the
German Government in dealing with the situation in the
German shipping industry following the war, although not
strictly a system of government aid, merits consideration be-
cause of its effect upon the competitive status of German
ship operations. As a result of the war, during which a large
amount of German shipping was destroyed or seized by the
Allied Nations, and as a consequence of compliance with the
reparation requirement of the Peace Treaty, the German
merchant marine was greatly depleted. By an arrangement
made between the Government and the German shipowners,
the latter were partially indemnified for their losses provided
they built or purchased a specified amount of shipping ton-
nage® This arrangement has resulted in a remarkable ex-
pansion in recent years of the total tonnage under the Ger-
man flag. Germany in 1928 ranked fourth in the amount of
shipping tonnage owned and had practically replaced its lost

1U.S. Dep of C ce, “ Government Aid.:' op. cit., p. 403.
1U. S. Shipping Board, “ Annual Report,” 1928, op. ¢it., p- 20.
3 Ihd, p. 17.

$1bid., pp. 17-18. See, also, New York Times, January 30, 1929
$U.S. Dep of C ce, “ Government Aid,” 0p. ¢it p- 377.
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tonnage. Moreover, the present German merchant marine
consists almost entirely of new vessels embodying the latest
improvements in ship construction. A large number of these
vessels are motor ships which can be more economically
operated than other types of shipping. This serves to give
to German ship operators a special advantage over their
foreign competitors.

RELATIVE INEXPERIENCE

A further handicap upon the maintenance of an American
merchant marine is that arising out of the relative inexperi-
ence of American shipping interests in comparison with their
competitors. A few American companies have been estab-
lished for many years, but in the overseas trades practically
all of the services under the American flag are of recent origin.
Competing foreign steamship lines have in most instances
been in business for a considerable period of years and have
not only an established reputation but also a highly devel-
oped business organization both abroad and in the United
States. Moreover, in such allied fields as marine insurance,
foreign countries, particularly Great Britain, have consider-
ably more experience.! This general lack of experience is
undoubtedly somewhat of a handicap upon the maintenance
of an American merchant marine, but unlike most of the
other unfavorable factors in the situation it may be elimi-
nated by the lapse of time.

Worrp SurPLUS OF SHIPPING

Another handicap, likewise more or less temporary in
character, is the present highly competitive situation in the
shipping field brought about largely by the surplus of ship-
ping facilities. It is generally admitted that at the present
time there is an excess of shipping in comparison with the
requirements of international trade.? In a recent report by

1 The question of whether or not American ship operators are being subjected to
unfair discrimination with respect to either hull or cargo insurance is a matter of
considerable controversy.

2 See, League of Nations, Economic and Financial Section, International Eco-
nomic Conference, Documentation, “ Shipbuilding,” Geneva, Switzerland, 1927, p. 7;
also, European Finance, London, England, February 8, 1929, p. 89.



WORLD COMPETITIVE CONDITIONS 121

the British Chamber of Shipping it is pointed out that the
combined entrances and clearances in 1928 of the ships of
seven countries, representing seventy per cent of the world’s
shipping, show an increase of thirty-three per cent in com-
parison with 1913, while it is estimated that the total volume
of sea-borne trade has not increased more than ten per cent.!
This excess of shipping is reflected in the present relatively
low level of ocean freight rates.? The continued activity of
foreign shipyards would seem to indicate that there will be
no readjustment of the situation in the immediate future.
In 1928 the total world tonnage of merchant vessels launched
during the year was 2,669,239 gross tons as compared with
2,285,679 gross tons in 1927.* The addition of new and
fast foreign vessels in the transatlantic service is already as-
sured. It seems probable, therefore, that American ship-
owners operating in foreign trade will encounter the keenest
kind of competition for years to come.

It is evident from this survey of the situation that the
competitive status of the American merchant marine in
foreign trade is in many respects unfavorable. However,
the governmental assistance provided under the Merchant
Marine Act of 1928 may be expected to place American
ship operators in a better position to meet foreign competi-
tion. But certain types of cargo carriers, including tankers,
receive no benefit from the mail contract system. More-
over, whether or not that assistance will prove sufficient to
overcome the indicated obstacles in the case of the rcs:ipi-
ents of mail contracts can not be foreseen at the present time.

! The Economiss, London, England, March 2, 1929, p. 435,

* Indices of freight rates for tramp shipping are given regularly by the Ecomomist
and the Szatisz, both published in London, England. No satisfuctory index of liner
rates is available,

. 3 Commerce and Finance, February 13, 1929, p. 365. A summary of the figures
issued by Lloyds.



CHAPTER X

DISADVANTAGES ARISING OUT OF THE INTER-
NATIONAL TRADE SITUATION

N attempting to maintain a merchant marine, the United
States is handicapped not only by the specific unfavor-
able competitive factors described in the preceding

chapter, but also by certain general elements in the foreign
trade situation. The profitable operation of ships and partic-
ularly the maintenance of regular liner services is possible
only under conditions which assure a relatively large and
constant volume of incoming and outgoing cargo. Any
factor or change in the trade relations between this country
and foreign countries which tends to diminish or render un-
certain the volume of American rts or imports reacts
unfavorably upon the shipping employed in the carriage of
those exports and imports. Tariff policies and international
financial relationships play an important part in determinin
the character and volume of world trade and indirectly aE
fect the distribution of world shipping. The present chapter
will be devoted to a discussion of the unfavorable influence
of American trade relationships and the financial position
of the United States upon the maintenance of an American
merchant marine.!

AMERICAN Tarirr PoLricy

The taniff policy of the United States is at least theoreti-
callyan obstacle to foreign trade upon which the maintenance
of a merchant marine largely depends. The theory of protec-
tion is based upon the belief that the development of the
domestic market is of greater importance than the develop-
ment of foreign markets. Experience seems to have fully jus-
tified this belief so far as manufacturing is concerned. But

1 Other aspects of the present situation are more fully discussed elsewhere. See
National Industrial Confemnce Board, “The International Financial Position of
the United States” and “The Foreign Trade of the United States.”
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the American merchant marine, with the exception of ves-
sels engaged in the coastal trade, has no interest in the devel-
opment of the domestic market. On the contrary, shipping
in foreign trade depends upon the cultivation of foreign
markets and upon the international exchange of commodi-
ties. If the American protective policy were carried to the
extreme limit by the imposition of prohibitive import duties
upon all foreign commodities, whether in the nature of raw
materials or manufactured articles, which competed directly
or indirectly with commodities produced or manufactured
in the United States, the volume of imports would be greatly
reduced, the inability of foreign countries to offer commodi-
ties in exchange for American exports would substantially
lessen the volume of those exports and the maintenance of
an American merchant marine would not be feasible. While
the adoption of such an extreme tariff policy is highly im-
probable, the imaginary situation described illustrates the
possible adverse influence of a protectionist policy upon the
operation of shipping in foreign trade.

In actual practice, the American tariff policy does not seem
to have had any appreciable effect upon the total volume of
American exports and imports. This is probably due in part
to the fact that there is a wide range of commodities upon
which no duties are imposed, and in part to the increased de-
mand forimported raw materials on the partof domestic manu-
facturing industries stimulated by tariff protection. But the
policy of protection has modified the volume and character
of the trade between the United States and individual foreign
countries and has contributed to bring about a lack of bal-
ance between the volume of exports and the volume of im-
ports on certain trade routes. Where this unbalanced situ-
ation occurs the operation of direct steamship services may
be handicapped since the limited amount of cargo in one
direction may necessitate the unprofitable use of ballast.
For example, the imposition of duties on the manufactured
products of Europe, has undoubtedly reduced the volume
of imports from that part of the world. If those commodities
were admitted free of duty, the increase in import cargo ton-
nage would contribute to remedy the unbalanced situation
arising out of the fact that the volume of American exports
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to Europe, which comprise chiefly bulky foodstuffs and raw
materials, is greatly in excess of imports. Similarly, the ex-
clusion of wheat, wool and meat from Argentina and Aus-
tralia has continued to render unbalanced the trade of the
United States with those countries. The protective tariff is
not solely responsible for the lack of balance in American
foreign trade, but it is undoubtedly a factor in the situation.

But the tariff policy of the United States may also be con-
sidered as an unfavorable factor in relation to the mainte-
nance of an American merchant marine because, while the pol-
icy of protection is firmly established, the duties levied under
that policy are subject to constant change. An increase in
the duty on certain commodities, or the imposition of new
duties on articles previously admitted free of duty, may have
a disturbing influence upon the trade between the United
States and particular countries. This is especially true where
the tariff change affects a commodity imported in consider-
able quantity from one country or region of the world. For
example, any increase in the duty on sugar which would be
effective in cutting down the importation of that commodity
would seriously affect trade with Cuba. The total volume
of imports from that country amounted to 4,551,289 tons
during the fiscal year ended June 30, 1928, of which 2,877,
619 tons consisted of sugar and 1,033,710 tons of molasses.!
If a similar duty were placed upon sugar from the Philippines,
trade with those islands would likewise be materially reduced.
Jute and jute manufactures constitute nearly one-half of
the import tonnage from India; pulpwood and wood pulp
approximately two-thirds of the import tonnage from
Sweden. Tariff changes which restricted the importation of
those commodities would have a disturbing effect upon trade
with those two countries. These are outstanding examples
of the dependence of trade upon the continued importation
of the products of other countries. They emphasize the need
for a stable tariff policy and for the avoidance of frequent
changes if the development of an American merchant marine
is undertaken. The maintenance of direct services between

1. S. Shipping Board, Bureau of Research, “Imports and Exports of Commodi.
ges bysUnited States Coastal Districts and Foreign Trade Regions,” Report D. S.
0. 275.
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the United States and foreign countries can be successfully
achieved only if there is assurance that trade will not be sub-
jected to unduly disturbing influences.

Finally, the tariff policy of the United States is in part re-
sponsible for the use of the services provided by foreign ship
operators. Foreign trade consists of an exchange of goods,
services and securities,and this country must accept the prod-
ucts of other countries or their equivalent in service or securi-
ties in order to retain a market for American exports. The
exclusion of foreign manufactured products under the pro-
tective tariff policy makes it necessary for the United States
to use or rely upon foreign services to a greater extent than
would otherwise be the case. It is estimated that the present
value of all such services represents more than fourteen per
cent of the total value of the combined items on the import
or debit side of the balance of payments in American foreign
trade.! Shipping is one of the forms of foreign service. An
increase in the use of foreign shipping for the transportation
of American commerce would increase the purchasing power
of foreign countries and thus expand the market for American
exports. The development of a large merchant marine
would, on the other hand, deprive foreign countries, to some
extent, of the opportunity of providing shipping service in
exchange for American exports of goods and services. Fur-
thermore, any increase in tariff schedules tending to lessen
the present volume of imports would react unfavorably on
the foreign market for American exports unless foreign pur-
chasing power were maintained by the increased acceptance
of foreign services including shipping or securities. But the
payments made by American exporters and importers to
foreign ship operators constitute a relatively small item 1n
the list of what are classed as services rendered by foreign
countries. The invisible import in the form of ocean and
Great Lakes freight costs in 1927 has been estimated at $149,-
000,000, or about 10.3 per cent of the combined value of
all foreign services and about 1.5 per cent of the total visible

1 See, National Industrial Conference Board, “International Financial Position

of the United States.”

*Ray Hall, “The Balance of International Payments of the United States in
1927,” U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce,
Tvade Information Bulletin, No. 552, Washington, D. C., 1928, p. 7.
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and invisible import items. The expenditures of Americans
overseas, which are treated as a service item, were more than
three times as large in 1927 and 1928 as the payments for
foreign shipping service.! It is evident, therefore, that unless
there are other substantial changes in the existing financial
and trade relationships of the United States, neither the in-
creased or decreased use of foreign shipping services would
seriously affect the situation.

CrebprTor PosiTioN oF THE UNITED STATES

It is possible, however, that the present creditor position of
the United States will ultimately effect certain changes which
might introduce economic pressure in the direction OF agreater
use of foreign shipping services. The repayment of foreign
indebtedness, private and governmental, has thus far had no
noteworthy influence upon the trade relations of this country
because the sale of foreign securities in the United States
has obviated the increased importation of foreign commodi-
ties or the increased use of foreign services. But the accumu-
lation of investments abroad will in time probably involve
substantial interest payments to the United States in the
form of either goods or services. The completion of the eco-
nomic recovery of Europe may be expected to curtail Amer-
ican investments abroad. Likewise, a contraction of credit
or a recession of prosperity in this country would restrict the
purchase of foreign securities. In either case, economic
forces would bring about the payment of European interest
or debt obligations at least in part in the form of goods or
services. Since the tariff is an obstacle to any expansion in
the volume of imports from the debtor countries of Europe,
the rendering of services would play an increasingly impor-
tant part in the adjustment of the trade balance between the
United States and the rest of the world. In the event that
there was a reduction in the expenditures of American tour-
ists abroad or in the remittances of immigrants—and such
reductions would naturally follow any lessening of existing

1 Overseas tourist expenditures, including those in the West Indies, amounted
$465 millions in 1927 and $518 millions in 1928. In addition, the expenditures of
American tourists in Canada and Mexico are estimated at $231 millions in 1927 and
$264 millions in 1928,
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prosperity in this country—shipping might conceivably be-
come an important medium for the payment of foreign in-
debtedness to the United States.! To take advantage of this
situation and to protect their gold reserves, the debtor na-
tions which are leading maritime nations, might be expected
to increase the subsidization of their respective merchant
fleets in order to enable them to secure increased American
patronage. This would intensify competition in the shipping
field and further handicap the American merchant marine.
The future course of events may prove that the interna-
tional financial and trade relationships between the United
States and foreign countries are less unfavorable to the op-
eration of shipping in foreign trade under the American flag
than has been indicated. But it is evident that those rela-
tionships constitute an aspect of the problem and must be
recognized in the formulation of a proper public policy. In
particular a stable tariff and a method for the settlement of
foreign indebtedness appear to be necessary if this country
is to develop and maintain a substantial merchant marine.
1For a more exhaustive discussion of the subject of foreign indebtedness, see,

National Industrial Conference Board, **The International Financial Position of
the United States.”
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CHAPTER XI
SUBSIDIES AND SUBVENTIONS
Q-LTHOUGH governmental assistance has been pro-

vided through the construction loan and mail con-

tract policies established by the Merchant Marine
Act of 1928, that assistance is not considered fully adequate
by many merchant marine advocates. While construction
loans are available on the prescribed terms to all American
ship operators, the number of possible mail contracts is
limited. Where two or more American operators maintain
services over practically the same trade route, only one of
them can be aided by the mail contract system. Moreover,
the ordinary cargo vessel does not have the speed required
for mail service and is not in a position to secure the benefit
of a mail contract unless other faster vessels are not available.
The differential in construction and operating costs is higher
for that type of vessel than for the large passenger liner, so
that the former has greater need for governmental assistance.
Under these circumstances, it is urged that additional aid,
cither direct or indirect, is required to insure the mainte-
nance of adequate shipping services under the American flag.
The present chapter is a discussion of the various forms of
direct aid which have been suggested to supplement the as-
sistance provided under the Merchant Marine Act of 1928.

GeneraL NavicatioN BouNTIES

General navigation bounties have frequently been pro-
posed as a method of aiding American shipping. In 1922, a
bill embodying that type of assistance was introduced in
Congress and was passed by the House of Representatives
but failed of adoption in the Senate. The enactment of the
Merchant Marine Act of 1928 has removed from the field
of discussion the subject of general bounties, but it is still
suggested that such aid might properly be granted to the
owners of American vessels operating in foreign trade which

10 131
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are not performing mail service under contract for the Gov-
ernment.!  General navigation bounties usually take the
form of direct payments to shipowners, the amount in each
case being determined on the basis of the tonnage or speed
of the vessel, the mileage covered or any combination of
these factors. It may be assumed in the absence of any
specific proposal that the same method would be applied if
the bounty system was not general in character but was re-
stricted to ships not engaged in mail service. But regardless
of the amount of direct aid or the method of payment, such
aid would not be compensation for services rendered to the
Government except in so far as the vessels aided might in the
future be used for naval auxiliary purposes.

This type of direct aid to shipping without an equivalent
return in service to the Government is advocated primarily
on the theory that the shipping industry should be given the
same amount of protection against foreign competition as
manufacturing industries under the protective tariff. All
American vessels engaged in foreign trade, it is argued, are
entitled to governmental assistance in some form, since they
are all under the same handicap of higher operating costs as
compared with their foreign competitors. But even if this
view is not accepted, such aid is considered justified on the
ground that general cargo vessels and tankers not suitable
for mail service are nevertheless important both as naval
auxiliaries and as an instrumentality for the development
of foreign trade. Furthermore, the opinion has been ex-
pressed that the small-scale operators who own individually
only a few freighters form the backbone of the nation’s mer-
chant marine and exhibit the greatest efficiency.? If this is
the case, it might be argued that these small owners who are
not in a position to obtain mail contracts should be given
the encouragement of governmental protection. This, in
brief, is a statement of the case in behalf of direct aid not
contingent upon the performance of specific service for the
Government.

1 Such aid was said to be favored by the American Steamship Owners’ Association
in a statement by Mr. H. B. Walker, its President, before the Second National Con-
ference on the Merchant Marine. See, “ Proceedings,” op. ¢it., p. 119.

2 See statement of Mr. C. D, Mallory, 67th Congress, 2nd Session, “ Joint Hear-
ings,” op. cit., Vol. 1, p. 1257.
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On the other hand, the case against such direct aid as a
supplement to the mail contract system comprises some
forceful arguments. 1In the first place, the adoption of any
policyinvolving the giving by the Government of direct finan-
cial assistance to private enterprise, except as compensation
for services rendered, would establish a precedent for other
demandsupon the publictreasury. Moreover,itisargued,sub-
sidies or bounties tend to encourage inefficiency. For example,
persons without experience would be induced by the assur-
ance of government aid to enter the shipping field. Finally,
bounties or subsidies in addition to the contract payments for
mail service would produce an excessive artificial stimulation
of shipping industry. An over-development of shipping
facilities might reasonably be anticipated to result from any
unrestricted payment of bounties on the basis of tonnage
or mileage covered. Such over-development would increase
competition in the shipping field to the detriment of Amer-
ican ship operators, thereby giving rise to demands for addi-
tional governmental aid.

TrADE RouTE SUBVENTIONS

Another policy of direct aid which might be used to sup-
plement the mail contract system is represented by the trade
route contract under which the Government would agree to
Fay a specified amount of subsidy on the condition that regu-

ar shipping service was maintained by the shipowner to
designated foreign ports. Such subsidies would presumably
be given in cases where the amount of mail was not sufficient
to justify a mail contract, where the vessels operated were
unsuited to mail service or where an American competitor
was already performing that service. But in each case the
grant of a subsidy would depend upon whether or not the
maintenance of the particular shipping service was desirable
from the viewpoint of the development of American foreign
trade.

It may be argued in support of the trade route contract
system that it introduces some degree of co_ntrol over sub-
sidy expenditures. It involves a consideration of trade in-
terests as well as of the handicaps to American ship opera-
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tion. It avoids the over-stimulation to shipping which might
result from navigation bounties to all shipowners not aided
by the mail contract system. It promises some specific re-
turn to the general welfare through the development of trade
and therefore can not be used as a general excuse for meas-
ures intended to divert government funds to the use and
benefit of private enterprise in other fields. The records of
lines operated under government control would furnish the
comparative data needed to determine the amount of aid
required to overcome the obstacles met on individual trade
routes. These are the chief arguments in support of this
method of limited subsidization.

But the trade route method is also open to certain objec-
tions. In some respects, the granting of financial assistance
to a limited number of shipping companies might produce
even more undesirable effects than would any general system
of government aid. The power given to the Shipping Board
or any other agency to determine which trade routes should
be subsidized would afford greater opportunity for favori-
tism in the distribution of aid. Moreover, political considera-
tions might play an important if not a dominant part in the
determination of the trade routes to be aided and developed,
because every American sea coast city with any port facilities
would put in a claim for the establishment of shipping ser-
vices. On these grounds, it may be argued that the trade
route subsidy method does not provide a means of escaping
the evils associated with any bounty system.

NavaL Reserve A1p

Another method whereby additional governmental aid
might be given to American shipowners relates to the estab-
lishment of a naval reserve force of men and vessels. Unlike
the policies discussed above, it may be assumed that this
method would not be restricted in its application to those
ship operators not under the mail contract system, since it
would be unwise to discriminate against those vessels which
would probably be most useful for national defense purposes
and the crews of which it would be most important to enroll
in the naval reserve force. The governmental assistance
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granted would, therefore, fail to remedy the inequalities
between American shipowners arising out of the mail con-
tract system, but it might, if sufficient in amount, offset the
competitive advantage of foreign ship operators.

Government aid for the purpose of maintaining a naval
reserve might be given in the form of direct payments to the
-owners of vessels which were considered suitable for national
defense purposes. In order to insure the immediate avail-
ability of such vessels in time of emergency, their owners
might be required to employ officers and seamen who were
enrolled in the naval reserve force. Likewise, in the case of
vessels constructed subsequent to the adoption of this
policy, it would be desirable to require that the construction
plans be approved by the proper naval authorities. If an
American merchant marine is regarded as necessary, pri-
marily because it is an instrument of national defense, the
granting of naval subventions probably constitutes the most
direct and satisfactory method of attaining the end desired.
That method would have many of the weaknesses associated
with any method of direct aid and its successful application
would require an honest and intelligent administrative
policy. .

The proposal to establish a paid naval reserve force is also
a national defense measure which at the same time affords a
certain amount of assistance to shipping. As already noted
in the chapter dealing with the question of national defense,
a naval reserve force has been created but no appropnations
have been made to cover the pay authorized. If the neces-
sary appropriations were made, American shipowners would
undoubtedly secure certain indirect benefits but these would
not be equal to the direct assistance afforded by a naval sub-
vention. If, however, the Government extended that policy
and assumed a part of the wage burden of American ship
operators on condition that their officers and seamen joined
the naval reserve force, the assistance which would result
would be substantial. .

A policy of governmental aid to shipping based upon the
relation of a merchant marine to national defense would seem
to afford a satisfactory solution of the problem, provided that
the nation’s specific needs for naval auxiliaries and naval re-
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serves were definitely ascertained and supplied. A basis for
such a course of action is provided for in the Merchant
Marine Act of 1928 in the requirement that vessels hereafter
constructed- shall be entitled to assistance under the mail
contract system, only if they have been approved by the Sec-
retary of the Navy or if they would be useful in time of na-
tional emergency. The formulation of definite standards in
accord with ascertained national defense requirements by the
Navy Department and the administrative application of
those standards in the making of mail contracts in the future
is, however, essential. By closely correlating the two policies
of merchant marine development and of naval defense, the
governmental expenditures involved in the maintenance of a
merchant fleet could be offset by a reduction in the peace-
time expenditures for naval vessels. In other words, an
American merchant marine might be developed within rea-
sonable limits and on a sound economic basis without ex-
ceeding the expenditure required by any other program of
adequate preparedness.



CHAPTER XII

PREFERENTIAL TREATMENT OF AMERICAN
VESSELS

HE subsidy and subvention policies discussed in the

preceding chapter are all designed to provide a method

for giving a certain amount of financial assistance to
American shipping interests. Certain other policies have
been advocated to attain the same object, namely, the sur-
mounting of the competitive handicaps of the American
merchant marine, without, however, involving the Govern-
ment in any system of direct financial aid to private enter-
prise. Such policies include the granting of preferential
railroad rates on commodities consigned to, or received from,
American vessels, the establishment of discriminating duties
on imports, the imposition of higher tonnage dues on foreign
ships, and the regulation of immigration to secure for Amer-
ican vessels a larger share of that traffic. Many of these pro-
posals are supported by the advocates of subsidy or subven-
tion measures, who regard such indirect methods as necessary
to supplement direct governmental assistance. The chief
argument in support of the suggested indirect methods, how-
ever, is that they do not in themselves require the expendi-
ture of public funds on behalf of any special private enter-
prise. Moreover, in so far as any of these methods provides
a stimulus to ship operation under the American flag and
tends to equalize American and foreign operating costs, the
need for subsidization is decreased. For these reasons, the
proposals under discussion may be considered as substitutes
for the policies discussed in the two preceding chapters.

PrEFERENTIAL RaILROAD RATES

The policy of preferential railroad rates upon comrpoditics
consigned to, or received from, American vess.els was in effect
embodied in Section 28 of the Merchant Marine Act of 1920.
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That section provides that it shall be unlawful for the rail-
roads of the United States to grant lower rates on export and
import traffic than those applied to domestic shipments be-
tween the same points unless the export and import ship-
ments are to be or have been carried in vessels of American
registry. The Interstate Commerce Commission is, however,
authorized to suspend the application of this provision upon
certification by the Shipping Board that adequate facilities
are not provided by American vessels. Because of the oppo-
sition of railroads and shippers to rate changes which might
produce disturbing effects upon the distribution of export
and import traffic, the prohibition of Section 28 has never
been put into effect.! Under the existing railroad rate struc-
ture, exports and imports are frequently granted lower rates
than those placed upon similar domestic commodities carried
between the same points in the United States. In particular,
those railroads or railroad systems connecting the Middle
‘West with South Atlantic, Gulf and Pacific ports have been
permitted to quote special rates on exports and imports in
order to meet the competition of roads running to North
Atlantic ports.? These difterentials now apply equally to
commodities carried on foreign and on American vessels.
The application of the prohibition of Section 28 would neces-
sitate either the complete abandonment of the policy of
special rates or the withdrawal of such special rates on ship-
ments involving the use of foreign vessels. In the latter case,
export and import cargoes would either be diverted to Amer-
ican ships, giving them an advantage over their foreign com-
petitors, or be sent through North Atlantic ports where
American and foreign ships would be practically on an equal
basis because the special export and import rates to those
ports apply to relatively few commodities.

Section 28 of the Merchant Marine Act of 1920 and the
policy of preferential freight rates which that section exem-

*In 1924 the Shipping Board certified that American tonnage was sufficient to
take care of the traffic, except grain, to or from specified trade districts. The Inter-
state Commerce Commission then issued an order applying the provisions of Section
28 to the designated traffic. As a result of the objections raised, the Shlpg»lnipogd
withdrew its certification and the Commission cancelled its order. U. S. Shipping
Board, * Annual Report,” 1924, op. cit., pp. 15-16.

2 For more detailed discussion of the rate differential sitvation, see Calvin and
Stuart, o0p. ¢it., Chap. V.
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plifies have been the subject of considerable controversy. On
the one hand, it is contended that such a policy would afford
substantial assistance to the American merchant marine as
a whole without placing any burden either on the railroads or
on American taxpayers. While some temporary inconveni-
ence to shippers might arise, the advantage secured by Amer-
ican shipowners would enable them to provide adequate
facilities within a reasonable time. Only by putting Section
28 into force, it is argued, can this policy be given a fair trial.
On the other hand, the critics of this piece of legislation feel
that its enforcement would produce disturbing complica-
tions without affording material assistance to American
shipping. In the opinion of the Interstate Commerce Com-
mission, the ultimate effect would be “merely to divert
traffic from certain ports to others with little or no gain in
tonnage for United States vessels.””! The chief objection to
the adoption of any general system of preferential railroad
rates, however, is the possibility that similar measures might
be applied by foreign countries as a method of retaliation.?
It is not certain that the application of the prohibition of
Section 28 would have that effect. The countries trading
with the United States through the North Atlantic ports
might not be seriously handicapped. The view has been ex-
pressed that the principal merchant marine affected would
be that of Japan.? Nevertheless, the possibility of retalia-
tion must be taken under consideration. Rega}rdle§s of the
effect of such retaliation upon American shipping, it would
be unwise to institute a policy which might have a disturbing
influence upon international trade relationships and upon
the domestic railroad structure.

DiscrimiNaTING DUTIES

The proposal to establish a system of-discriminatipg duties
on imports is another method of providing preferential treat-

. 1U.S. Interstate Commerce Commission, * Thirty-fifth Annual Report,” Wash-
ington, D. C,, 1921, p. 14,

* Under the treaty of Versailles, Germany was prohibited from applying this
preferential policy. .. h

3 Stuare Daggett, * The Railroad Rate Discrimination Provision of the l\ll.eng_ :n‘t
Marine Act, 1920, Annals of the American Academy of Political and Social Scrence,
Vol. XCIV, March, 1921, pp. 196, 198.
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ment to American vessels in the foreign trade field. This
proposal has assumed various forms all of which, however,
provide for the imposition of higher custom duties on im-
ports brought to this country in foreign vessels. One form
of discrimination would apply the higher rates only to im-
ports dutiable under the existing tariff. Another form would
include commodities on the free list. Still another form
would restrict the application of the discriminating duties to
commodities carried by foreign vessels in the indirect trades,
for example, English vessels operating between the United
States and ports of South America. The discriminating duty
policy as applied by Portugal includes exports as well as im-
ports, but the United States under the Federal Constitution
1s deprived of the power to impose export duties.

General Policy

The method of discriminating duties is advocated on the
ground that it provides for the extension of the protective
policy to the shipping industry. The higher duties on im-
ports carried in foreign vessels would increase the cost of
carriage in such vessels and thereby enable the American
merchant marine to secure a larger share of the import trade.
The discriminating system could be easily applied and would
not involve the objectionable features attributed to any
policy of direct financial assistance to private enterprise.
The growth of American shipping during the period of 1789
to 1818, when discriminating duties were in force, is pointed
to as evidence of the probable success which would result
from the adoption of that policy. These are the chief argu-
ments advanced in support of the general policy of discrim-
inating duties as a method of developing and maintaining an
American merchant marine.

The arguments in opposition to any such policy of dis-
crimination against foreign shipping are more numerous.!
It is pointed out that the increase in import duties on com-
modities carried in foreign vessels would bear no relation to
the differential in operating costs upon which American ship-

1 For a detailed discussion of discriminating duties by an adverse critic, see,

Lloyd W. Maxwell,  Discriminating Duties and the American Merchant Marine,”
New York, 1926.
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owners based their claim for government protection and as-
sistance. A flat rate of increase in such duties would be more
discriminating in some cases than others, the degree of dis-
crimination depending upon the distance covered or the value
of the cargo. In some instances, the extra duty might exceed
the freight charge. In other instances, the duties on cargoes
of equal bulk might not be sufficient to give American vessels
an advantage which foreign competitors could not meet by
a reduction in freight rates.!

Greater emphasis, however, has been placed by the op-
ponents of discriminating duties upon the consequences re-
sulting from retaliatory measures which might be adopted
by foreign countries. Assuming that the effect of such a
policy would be to divert import cargoes to the vessels of the
country which adopted it, the application of similar dis-
criminating duties by foreign countries would deprive Amer-
ican vessels of export cargoes. The fact that the value of
American exports exceeds that of imports—and this is par-
ticularly true of our trade with the leading maritime coun-
tries—gives foreign nations a distinct advantage if they
choose to meet such discriminating duties by the adoption
of identical measures. Further, it is pointed out, the adop-
tion of the discriminatory policy by the United States would
necessitate the termination of treaty provisions preventing
such action.? This would create a situation in which foreign
countries would consider thernselves free to apply such dis-
criminations against American shipping and commerce as
seemed desirable.

Indirect Trade o

A modification of the policy of general discrimination
against all foreign vessels through the imposition of higher
import duties on commodities imported in those vessels is
represented in the proposal to apply such discrimination only
against foreign vessels operated in indirect trades. For ex-

1U. S. Tariff Commission, *Dictionary of Tariff Information,” Washington,

D. C., 1924, p. 663. harles C. Thach, “Survey of the
1 For a digest of such trea rovisions, see, Charl - Thach, _2urvey

Treaty Stip:lgl:stio‘:\s i:li::niting KepRisht of the United States to Levy D‘g‘“(l,’sn:l; .égz

Tonnage and Customs Duties in Favor of United States Vessels li'924'

gress, Ist Session, Senate Document No. 138, Washington, D. C, )
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ample, British vessels operating between the United States
and Great Britain or her possessions would receive the same
treatment as American vessels, but the cargoes of British
vessels in the trade between the United States and South
American countries would be subject to discriminating im-
port duties. This restricted form of discrimination is ad-
vocated as being free from the objections raised against the
policy of general discrimination. Higher duties on the car-
goes of foreign vessels in indirect trades would merely be a
method of making those vessels pay for the privilege of shar-
ing in traffic which their country has not helped to create.
Moreover, it is argued, the provision against such discrimina-
tion by this country in the treaty with Great Britain is spe-
cifically limited to articles produced or manufactured in the
United Kingdom so that there would be no violation of treaty
obligations in the case of the country whose shipping would
be most affected. The same policy is in effect applied by
Canada by the imposition of a higher tariff on goods brought
in through ports of the United States. Finally, it is pointed
out, the application of extra duties in the indirect trades
would provide at least part of the funds required to meet the
extra expenditures of the Post Office Department under the
mail contract system.!

The arguments against the restricted policy of discriminat-
ing duties may be briefly stated as follows. The system sug-
gested could be circumvented by changing the nationality of
foreign vessels. For example, British companies might op-
erate ships under the flag of one or another of the South
American countries and in this way continue in the trade
without incurring the burden of discriminating duties. Then,
too, the proposed system would, if it included commodities
on the free list—and this would be necessary in order to
make it effective—increase the cost of imported foodstuffs
and raw materials to the American consumer, since it may
be assumed that foreign vessels would continue to operate to
some extent in indirect trades. Finally, the treaty problem
would still exist because most of the commercial treaties be-

1 These, in substance, were the arguments advanced in support of this policy
by Vice-Chairman Edward C. Plummer, of the United States Shipping Board, in an
address before the Second Nacional Conference on the Merchant Marine. See
“ Proceedings,” op. cit., pp. 70-71.
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tween the United States and foreign nations, including that
with Great Britain, contain the most favored nation clause
which might be a bar to any discrimination against the ship-
ping of those nations as long as the United States by a specific
provision in any treaty was prevented from imposing dis-
criminating duties even in indirect trade on the vessels of the
nation in question.!

DiscrimiNaTING TonNaGE DuEs

Discrimination in tonnage dues, which comprise the taxes
levied on all vessels entering American ports from foreign
ports, is sometimes suggested as an alternative method. The
United States, it is argued, might impose higher tonnage
taxes on foreign vessels than on American vessels with less
danger of retaliation than in the case of discriminating duties.
Even if similar measures were applied by foreign nations
against American shipping they would not be burdensome and
would not impair trade relationswith non-maritime countries.
There is some truth in these arguments, but, nevertheless, it
can not be assumed that the retaliatory measures of foreign
countries would be limited to the same type of discrimination
against American vessels. The adoption of a system of dis-
criminating tonnage dues is, therefore, open to the same
general objections raised against discriminating duties.

Both of the policies of general discrimination have received
the legislative approval of Congress, but the probability that
they will ever be put into effect remains doubtful. The Mer-
chant Marine Act of 1920 contains the following provision:

*“That in the judgment of Congress, articles or provisions in treaties
or conventions to which the United States is a party, which restrict
the right of the United States to impose discriminating customs duties
on imports entering the United States in foreign vessels and in vessels
of the United States, and which also restrict the right of the United
States to impose discriminatory tonnage dues on foreign vessels and
on vessels of the United States should be terminated, and the Presi-

1 For example, the treaty with Belgium provides that “Objects of any kind soever
introduced in;:o ‘the ports yof cither gf theptwo States under the flags of the o:}]:er,
whatever may be their origin and from what country soever the importation there
of may have ieen made, shall not pay other or higher entrance dunes,bpol' ere
subjected to other charges or restrictions than they would pay or be subject to w
they imported under the national flag.” See, Thach, op. ¢i., p. 15.
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dent is hereby authorized and directed within ninety days after this
Act becomes law to give notice to the several Governments respec-
tively, parties to such treaties or conventions, that so much thereof
as imposes any such restriction on the United States will terminate
on the expiration of such periods as may be required for the giving
of such notice by the provisions of such treaties or conventions.”}

The purpose of this legislation was to make possible the
application of the discriminating duty provision of the
Tariff Act of 1913. That Act provided? for the allowance of
a five per cent discount from the regular import duties on all
commodities imported in American vessels on condition that
this provision should not be construed to conflict with the
reciprocal commercial treaties between the United States and
foreign countries. The United States Supreme Court in
the Five Per Cent Discount Cases held that this limitation
rendered the discriminatory provision inoperative Con-
gress, therefore, in the Merchant Marine Act of 1920 sought
to do away with the restrictions imposed upon congressional
action by the commercial treaties with other countries. But
thus far presidential support has not been secured for this
policy and no steps have been taken toward terminating
treaty provisions, because it was considered inexpedient to
disturb existing reciprocal arrangements. Moreover, the
power of the United States to terminate particular provisions
of various commercial treaties without thereby subjecting
the treaties as a whole to probable nullification is questioned.
The policy of discriminating duties in indirect trades is now
being advocated in place of the policy of general discrimina-
tion.

Another method aimed at bringing about the same results
as discriminating duties or tonnage dues was put forward in
the Subsidy Bill of 1922.* Section 301 of that measure pro-
vided that in the computation of income taxes, either corpo-
rate or individual, a deduction of five per cent of the ocean
freight charges paid by the person taxed might be made from
the amount otherwise constituting the tax if such freight
charges had been paid to American vessels for the transpor-

1 Merchant Marine Act, 1920, Public No. 261, 66th Congress, 2nd Session, Sec. 34.

* Section 4, par. J, subsection 7.

2243 U. S, 97 (1917).
4U. S, 67th Congress, 2nd Session, S. 3217, and FL R. 10644,
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tation of goods between American and foreign ports. The
primary object of this proposal was to provide an incentive
to importers and exporters to use American ships. Ship-
owners would receive no direct return other than an increase
in cargoes. Since the tax deduction would apply to both
exports and imports, greater stimulus to the employment of
American shipping would be given than under discriminat-
ing duties which would apply only to certain imports. Fi-
nally, this policy would not run counter to the terms of
commercial treaties. These are the chief arguments advanced
in support of this particular proposition.

On the other hand, it may be suggested that this proposal
does not entirely eliminate the possibility of retaliatory ac-
tion by foreign nations. The effect of the proposed tax de-
ductions might be offset, for example, by the increased sub-
sidization of foreign shipping which would permit the lower-
ing of rates on foreign vessels or the granting of rebates to
American exporters and importers. But a more serious ob-
jection to the proposed policy arises out of the fact that it
represents a modification of the income tax system which has
no relation to taxation problems. It proposes to give a
special exemption to a particular group of taxpayers. It
would further complicate the already intricate tax system,
and would result in a considerable reduction in the revenues
of the national Government.! These considerations, it may
be argued, furnish adequate grounds for rejecting this tax
deduction policy regardless of the possibility of retaliatory
measures on the part of foreign nations.

DiversioN oF IMMIGRANT TRAFFIC

It has also been suggested that American shipping could
be aided by the adoption of a provision requiring the entry
in American vessels of at least one-half of the immigrant
quota of each foreign nation.? This restriction, 1t 1s con-

11t was estimated that shippers would obtain deductions to the extent of from
eight to ten million dollars. sff testimony of Mr. W, L. Marvin, 67th C‘:’Agrf' 3}:‘::
Session, “ Joint Hearings,” 0p. cit., Vol. I, p. 1,017. But it was contended that hi
loss would be more than balanced by the income tax returns from Ap:enca;s o|:¥-
owners, since each dollar deducted would represent twenty dollars paid to ship op-
erators by shippers. Jéid., p. 149. Congress

* This proposal was included in the Subsidy Bill of 1922. U.5, 67¢h Con
2nd Session, S. 3217 and H. R. 10644, Title IV.
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tended, would divert to American ships a reasonable share
of the profitable immigrant traffic. The division of such
traffic could be effected through a system of control at ports
of embarkation. Where proper facilities for immigrants were
not provided by American vessels, it would of course be
necessary to suspend the application of the restriction. In
the North Atlantic passenger trade, the third-class traffic is
of considerable importance. The traffic is now controlled
almost entirely by foreign steamship lines, aided by their
respective governments. But the proposal to regulate im-
migration for the benefit of American shipping raises the
question whether that benefit would be sufficient to justify
the administrative expenditures involved. Only those
lines running to European ports would be in a position to
obtain any considerable amount of immigrant traffic. More-
over, the ordinary cargo vessel is not equipped to transport
immigrants.

All these methods of affording preferential treatment to
American vessels have objectionable features which must
be weighed against possible benefits. In special cases where
. American shipowners are being subjected to unfair foreign
discrimination or excluded from particular trades by the
interference of foreign combinations or foreign governments,
the restricted use of one or another of these policies might be
justified. But there are sound reasons for refraining from
the general application of preferential treatment in any form
until it has been demonstrated that other measures are inade-
quate.



CHAPTER XIII
SPECIAL MEASURES OF LIMITED SCOPE

N addition to the proposals of governmental assistance in
I the form of subsidies or of preferential treatment for
American vessels, various suggestions have been made
in regard to certain special features of the present situation in
the shipping field. None of these suggestions would, if put
into effect, afford to shipping the amount of aid represented
in the subsidy or discriminating duty policies. They should,
however, be taken into consideration in any general discus-
sion of the merchant marine problem.

REevision oF THE NavicaTioNn Laws

In the first place, it is contended that the laws regulating
ship operation are in need of revision. The objections raised
against certain provisions of the La Follette Seamen’s Act
have already been noted. In view of the fact that the ship-
owners themselves recommend that “no change should be
made which would reduce the standards of wages and living
of American seamen, or affect the safety or economic opera-
tion of the ships,” it may be assumed that the basic competi-
tive disadvantages of American ship operators would remain
even if the desired changes in the Seamen’s Act were secured.
Nevertheless, the modification of the provisions of that Act
must be given careful consideration in dealing with the prob-
lem of removing the obstacles to successful ship operation
under the American flag. .

There is also a need for the general revision of the naviga-
tion laws. Those laws, which consist of legislative measures
and amendments some of which were originally enacted
more than a hundred years ago, are in need of codification.
Such codification has been undertaken but has not as yet

! American Steamship Owners® Association, “Recommendations,” op. cit, p- 8
11 147
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received the approval of Congress.! But there is also need
for substantial changes and additions to existing laws to
render them applicable to modern conditions. Load-line
legislation providing that marks be placed on a vessel’s side
to indicate the depth to which it may be safely loaded is
generally regarded as desirable. This legislation is impor-
tant not only because it is needed to prevent overloading
but also because the regulations of foreign countries are ap-
plied to American vessels in foreign ports in the absence of
American regulations. Legislation on this matter is now be-
fore Congress.? Likewise, legislation is required to cover the
inspection of motor ships which, except in one instance, are
not specifically included within the scope of the navigation
laws.? Some of the laws now on the statute books are prac-
tically obsolete. For example, one provision of the laws re-
lating to the documentation of vessels provides for the pre-
sentation by the shipowner of “a certificate under the hand
of the principal or master carpenter, by whom or under whose
direction the vessel has been built.”* This particular pro-
vision is but one illustration of the numerous instances in
which regulations based on former methods of ship construc-
tion have become obsolete. It emphasizes the necessity of a
careful technical revision of the navigation laws as a whole.

TaxaTtioN oF SHipPING INDUSTRY

Some modification of existing tax legislation as applied to
shipping is also considered desirable. It has been suggested
that there is need for permitting shipowners to make larger
deductions for depreciation in the case of vessels purchased
during the war at exceptionally high prices. The Bureau of
Internal Revenue of the Treasury Department has no special
rule applicable to the earnings of vessels, and it is proposed
that the regulations governing the computation of net earn-

1., 8., 69th Congress, 2nd Session, “Codification of the Navigation Laws,”
Senate Document, No. 188, Washington, D. C,, 1927.

2 The load-line bill, S. 1781, was passed, and approved by the President on March
2,1929. See, United States Daily, February 23 and March 4, 1929.

3 U. S. Commissioner of Navigation, “ Annual Report,” 1927, p. 2. The one pro-
vision applying specifically to motor ships is 4426 R. S. U. S. d. Title 46, Sec. 404.

4. S., 70th Congress, Ist Session, *“ Hearings on the Merchant Marine,” op. ¢ir.,
Vol. 2, p. 838.
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ings should be made by the United States Shipping Board
and should be applied to vessels now in operation as well as
to earnings invested in new ship construction.! Under the
Merchant Marine Act of 1920, American shipowners were
exempted from the payment of war-profits and excess-profits
taxes, provided that an amount equivalent to those taxes was
invested in new vessels, and provided that this allowance
did not exceed one-third the cost of such vessels. Profits
arising out of the sale of American vessels built prior to 1914
were also exempted from taxation for a period of ten years,
on condition that the money that would otherwise be paid
to the Government was invested in ship construction. The
first of these provisions is no longer operative; the second
has been of little importance. The Merchant Marine Con-
ference of 1925 expressed the view that, because of the
fluctuations in the shipping business and in the values of
vessels, there would be justification for the adoption of a
system of depreciation charges and computation of income
taxes over a period of years which would be applicable to
the peculiar conditions in the industry.?

GoVERNMENT TRANSPORT SERVICES

The abandonment of the policy of maintaining transport
services under governmental ownership and operation has
also been proposed on the ground that these services could
be adequately performed by private shipping interests. It
is not contended that the services maintained by the Army
and Navy Departments enter into direct competition with
private enterprise but merely that such governmental opera-
tion deprives American vessels of cargo which might prop-
erly and without loss to the Government be turned over to
them. That the traffic arising out of the transport of troops
and supplies is considerable is indicated by the statement in
the report of the Secretary of War that, duning the fiscal year
ended June 30, 1928, Army transports carried 48,563 pas-

! jon, “Joi ings,” op. ¢it., Vol. 1, p. 135
“Governent A 5 Virchans Shpng. A seudy prpard under Do of
United States Shipping Board.”

1U.S., 70th Congress, Ist Session, “Hearings on the Merchant Marine,” op. 6it-
Part 2, p, 863. National Merchant Marine Conference.
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sengers, 510 animals, 179,919 tons of freight and 680,264
pounds of mail.! The diversion of such traffic to privately-
owned American vessels and the retirement of the Army and
Navy Departments from the shipping business would, it is
argued, ““simply be giving adherence to a wise and successful
policy adopted and practiced for many years by other gov-
ernments whose needs and conditions are similar toourown.””*
The government steamship services in question are con-
demned as being unnecessary and uneconomical, as well as
unfair to private enterprise.!

On the other hand, military authorities contend that it
would be unwise to abandon the operation of the govern-
ment transport services. A considerable number of troops
are transported each year to and from Hawaii and the
Philippine Islands. These troops require better facilities
than those provided in the third class accommodation on the
private American lines operating from Pacific ports. More-
over, space on private vessels might not be available in
emergency situations and the maintenance of government
ships for transport purposes is, therefore, essential as a
national defense measure.* It is also pointed out that the
carriage of certain military supplies, particularly explosives,
is hazardous and could not be undertaken by the ordinary
passenger and cargovessels.® Finally, it is contended that the
Government saves money through the operation of its own
transport services. This saving for the fiscal year ended
June 30, 1928, was estimated at $2,609,436.72.¢ The Govern-
ment’s method of computing such savings has, however, been
criticized by private ship operators.

IncLusioN orF PHILIPPINES UNDER CoAsTWISE LAW

The inclusion of the Philippine Islands under the laws re-
stricting the coastwise trade to American vessels is another

1* Annual Report of the Secretary of War, 1928,” Washington, D. C., 1928, p. 251.
2 Statement of Mr. W. L. Marvin, 67th Congress, 2nd Session, * Joint Hearings,”
op. cit., Vol. 11, pp. 2456, 2458.

8 Idem. See, also, statement of Mr. R. H, Patchin, representing the Pacific Mail
Steamship Company. [éid., pp. 2459-2462,

4 See statement of Gen. G. W. Downey, Chief of Transportation of the Army.
id,, p. 2464

§ Statement of Captain A. W, Marshall. J4id., p. 2445.

$ “ Annual Report of the Secretary of War, 1928,” op. cit., p. 252.
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proposed measure of limited scope which has been advocated
on the ground that such action would give the proper encour-
agement to the development of American shipping services on
. the Pacific. The coastwise restrictions, it is argued, have
been successfully applied in the case of Hawaii and Porto
Rico and there is no reason why they should not be extended
to all of the insular possessions of the United States.! This
policy, however, has not been regarded with favor by the
Filipinos. The extension of the coastwise laws to the Philip-
pine Islands would, it is argued, give to American shipping a
monopoly of the trade and result in an increase in rates.
More particularly, however, objection is made on the ground
that such action would be contrary to the policy of ultimate
independence.?

Section 21 of the Merchant Marine Act of 1920 provided
that the coastwise laws should be extended on February 1,
1922 to the island territories and possessions not already
covered. But this provision as applied to the Philippine
Islands was not to take effect until the President after investi-
gation declared that adequate shipping service had been
established. Thus far no such declaration has been made.
The status of the Philippines as a semi-independent posses-
sion to which the United States has pledged ultimate inde-
pendence would seem to render inexpedient the enforcement
of the provisions of Section 21 in the face of opposition on the
part of the Filipinos themselves. This situation would, of
course, be changed if the present policy looking toward ulti-
mate self-government were discarded.

ConsTrUcTION OF NaVAL VESSELS IN PRIVATE YARDS

Still another policy of some indirect importance to ship
operators is that relating to the construction of naval vessels
in private shipyards rather than in the government navy
yards. The work on naval vessels is, of course, of the utmost
importance to the private American shipbuilding industry,

18ee the brief on this subject g;mented by the American Steamship Owners’

Association, 67th Congress, 2nd Session, * Joint Hearings,” op. ¢it., Vol. 11, pp.
1561-1564

2 Staten;ent of Hon. Isauro Gabaldon, Resident Commissioner from the Philip-
pines to the United States. J5id., p. 1558, also pp. 1543-1557.
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but the shipping industry would profit only to the extent that
the increased activity of the shipyards, brought about by
the construction of naval vessels, would reduce overhead
costs in the construction of merchant ships. In view, how-
ever, of the present depressed condition of the shipbuilding
industry, the contribution of naval work to the reduction of
such overhead costs would be considerable.

For a number of years the government navy yards have
engaged in the construction of naval vessels in competition
with privately-owned shipyards. In the recently enacted
Cruiser Bill,! it was specified, in what is known as the Dal-
linger Amendment, that eight of the fifteen cruisers author-
ized should be built in the navy shipyards. This policy has
been the subject of considerable controversy and, since it has
an indirect effect upon the cost of merchant ships, a brief
statement of the arguments on both sides of the question
may properly be included in the present discussion of the
merchant marine problem.

The private shipbuilding interests of the United States
have opposed the extensive shipbuilding activities of the
government navy yards, and more particularly the policy
expressed in the Dallinger Amendment to the Cruiser Bill, on
the following grounds;® first, that it costs more to build a
cruiser in a government navy yard than in a private shipyard;
secondly, that governmental ship construction threatens the
existence of the private shipbuilding industry which is an
essential instrument of national defense; and, finally, that
government competition with private business is unfair.

On the other hand, it is assumed by the advocates of navy
yard construction that ships can be constructed as cheaply or
more cheaply by the government than by private ship-
builders. It is also argued, that construction work is nec-
essary in order to insure the continuous operation of the navy
shipyards, and to develop and maintain the necessary tech-
nical staffs. Finally, it is pointed out that changes during the
course of construction may be made without giving rise to

1U. S., 70th Congress, 2nd Session, H. R, 11526, approved by the President on
March 13, 1929.

3 For a fuller exposition of the a ents against the Dallinger Amendment, see

National Council of American Shipbuilders, “Statement Opposing Construction of
Cruisers in Government Navy Yards,” mimeographed.
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dis;lautes over the cost when the vessels are government-
buile.

From the viewpoint of private American shipping interests,
it would seem desirable to give to the private shipyards at
least the major part of the work of constructing naval vessels
in order to bring about the full use of private American ship-
building facilities and the resulting decrease in overhead
charges in connection with the building of merchant ships.
The view that governmental costs as compared with private
costs in any field of business activity can be lower has never
been clearly demonstrated and the data presented by the
shipbuilding interests strongly support the opposite view in
the present case. While a certain amount of navy yard
shipbuilding may be desirable for the purpose of experi-
mentation or other special reasons, it is extremely important
that the Government should utilize the facilities of private
shipbuilders to the fullest possible extent and so contribute
to the reduction of American shipbuilding costs.



CHAPTER XIV
SUMMARY AND CONCLUSIONS

T IS generally agreed that the competitive status of
American vessels in world trade is unfavorable and that,
in the absence of governmental protection and aid, rela-

tively few private American shipowners would survive.
It is recognized that it is desirable for the United States to
maintain a certain amount of ocean-going shipping facilities
for the support of foreign trade. Itis likewise recognized that
a merchant marine and the shipbuilding industry which it
would help to support are both important instruments of
national defense.

But beyond this point there are numerous issues in regard
to which divergent opinions exist. Should governmental
assistance be granted to American ship operators who are not
in a position to secure mail contracts? Should the mail con-
tract system be extended to include all of the services now
maintained by the United States Shipping Board, provided
that those services were sold to private interests? Should the
aid now given to shipping be supplemented by subsidies or by
some system of preferential treatment for American vessels?
These are all controversial questions.

The crux of the controversy rests on the fact that there are
two conceptions in regard to the purpose of governmental
assistance. On the one hand, it is frequently assumed that
government aid should be granted with a view to providing
an equivalent of tariff protection in the case of shipping, in
order to maintain the shipping industries as a part of the
industrial activity of the nation. On the basis of this
assumption, the construction and operation of shipping
might be fostered without special regard to the essential
requirements for national defense or for the protection and
development of American foreign trade. The other view in
regard to the basis of public policy is that governmental
assistance represents an expenditure for the purpose of main-
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taining as a public utility the shipping needed for foreign
trade and national defense and that, as in the case of any
governmental expenditure, the amount should not exceed
that required to achieve the desired result. It was primarily
on this theory that the mail contract system of the Merchant
Marine Act of 1928 was established.

Two considerations lead to the acceptance of the latter of
these opposing views of the fundamental basis of public
policy toward shipping. First, the existing highly competi-
tive condition in the field of world shipping and the world
surplus of shipping facilities makes advisable, for the present
at least, a policy of specifically determined government aid
for the maintenance of an American merchant marine. A
large expenditure might be justified to insure the mainte-
nance ofp the shipping needed for national defense and trade
needs, but any policy which resulted in an expansion of facili-
ties beyond actual needs would only serve to intensify com-
petition and to place American ship operators in a still more
unsatisfactory position. A second, but less important con-
sideration is that of the creditor status of the United States
in its relations with the leading foreign maritime nations.
As a creditor nation, this country must accept in part foreign
goods and services in payment of the interest or principal of
loans or investments abroad, although such repayment may
for a time be deferred by reinvestments in foreign countries.
Since the American protective tariff restricts the ability of
the European debtor nations to make payments in goods,
foreign services including shipping must be accepted as a
partial substitute. The present financial and economic posi-
tion of the United States, and of the world shipping indus-
tries, therefore, makes questionable the adoption of any po_hcy
which would encourage the development of an American
merchant marine larger than that required for national de-
fense and foreign trade and which would to an unreasonable
extent lessen the use of foreign shipping services.

The requirements for naval auxiliaries and trained naval
personnel from the point of view of national defense are diffi-
cult to determine in advance precisely, but in general it is
believed that these requirements would be met by shipping
facilities ample to care for the demonstrated trade needs of

12 2,
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the country. Whatever the particular measures which may
be adopted, therefore, future policy should be based upon
consideration of the existing deficiencies of American foreign
trade shipping, the extent to which American foreign com-
merce is now carried in American vessels, and the fact that
the permanent government ownership or operation of Ameri-
can shipping services is undesirable.

In taking stock of the present situation with respect to the
American merchant fleet in foreign trade, the fact which
stands out most clearly is that the only distinct advantage
which American shipping has over its foreign competitors
lies in the possession of a very considerable amount of oil-
burning tonnage, an advantage which is at all times con-
tingent upon the relationship between the price of oil and the
price of coal. With respect to age and speed, the American
merchant fleet is not on a par with the fleets of other coun-
tries. There are relatively few old vessels in the American
marine, but there are still fewer of recent construction. A
large proportion of American ships are low-speed vessels,
principally those built during the War. Moreover, the large
number of motorships—a type of vessel in which this coun-
try is particularly deficient—which have been added to the
merchant fleets of foreign countries in recent years is con-
tributing to increase the relative inferiority of the American
merchant marine. The larger part of the American vessels
engaged in foreign trade will soon need to be replaced with
faster and more modern ships in order to make this merchant
fleet an effective instrument of national defense or an effi-
cient agency for the development and protection of foreign
trade interests. Some steps in that direction have already
been taken as a result of the enactment of the Merchant
Marine Act of 1928.

The unsatisfactory competitive position of the shipping
operating in foreign trade under the American flag has been
largely responsible for the decrease in recent years in the pro-
portion of American commerce carried by American ships.
Only in the case of import tanker cargoes, have American
vessels continuously secured more than fifty per cent of the
cargo. On a few trade routes, nearly all to nearby foreign
ports, a substantial part of American trade is carried under
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the American flag. But the situation in general is indicative
of the competitive weakness of the American merchant
marine. This weakness is even more noticeable in the case
of passenger traffic in which, due largely to the lack of fast

assenger liners, the participation of American shipping
18 relatively small.

An American merchant marine which was considered ade-
quate from the viewpoint of national defense would prob-
ably carry a larger proportion of American commerce than
is being carried at the present time. Whether that propor-
tion would reach or exceed fifty per cent, the amount usually
set as the minimum requirement, can not be predicted. It
would seem more important that the shipping services main-
tained by private enterprise with government aid should
meet well defined needs. If those needs were fully satisfied,
the protection of American foreign trade interests would be
assured.

Finally, the solution of the American merchant marine
problem requires the early withdrawal of the United States
Shipping Board from the field of ship operation. Government
ownership is a wasteful and uneconomic method of provid-
ing the shipping facilities required by national interests in
foreign trade and national defense. Yhenever the govern-
ment engages in business activities, there is necessanly an
element of unfair competition. The United States Shipping
Board has undoubtedly endeavored to avoid direct competi-
tion with private American ship operators, but itis neverthe-
less evident that a merchant marine, partly government-
owned, partly in private hands, is not likely to prove
successful.

The Shipping Board in recent years has shown itself favor-
able to the termination of its operating activities. The sale
of the United States and American Merchant Lines is a long
step in the right direction. The remaining services of the
Board are being offered for sale. It would seem advisable to
give consideration to the curtailment or discontinuance of
those for which purchasers can not be found. When this
termination of operating activities has been accomplished,
the remaining problem will be that relating to the disposal
of the laid-up fleet. All of the idle government-owned ton-
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nage which is unfit for service might properly be disposed of
or at least withdrawn from registry and held for use only in
the event of a national emergency. The gradual sale o? all
the useful vessels, regardless of price but conditioned upon
their improvement by the purchaser, would bring to an end
the vast expenditures which the continued maintenance of
this idle tonnage has entailed.

When a public policy with these objectives in view has
been put into effect, the American merchant marine problem
will approach solution. The Merchant Marine Act of 1928
may be regarded as a partial recognition of the fundamental
basis of a sound policy. The aids provided under that Act
are fairly specific in character and are already having a
stimulating effect, although the shipbuilding industry is still
confronted with serious problems o}) reorganization and econ-
omy required to meet the higher levels of costs which prevail
in this country. The method of providing any additional
assistance required to maintain essential shipping facilities
under the American flag ought to be in accord with the sound
business principles which should govern the conduct of
governmental affairs as well as those of private enterprise.
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APPENDIX A
DEFINITION OF TECHNICAL TERMS

Documentation or registry.~In common usage these terms are inter-
changeable and signify the nationality of a vessel. As applied to American
vessels, the term *“documentation™ is strictly speaking more compre-
hensive than “registry,” since a vessel “documented under the American
flag” may be either registered, enrolled or licensed. The transfer of an
American documented vessel to foreign registry requires the consent of
the United States Shipping Board.

Registration.—Under the laws of the United States certificates of
registry are required for American vessels operating in foreign ocean-borne
trade, in trade with American insular possessions (except Alaska, Hawaii
and Porto Rico), or in the whale fisheries.

Enrolment.—The laws of the United States provide for the enrolment
of American vessels of twenty gross tons and over engaged exclusively on
Great Lakes or in the coasting, inland and fishing (except whale) trades.

License.—The laws of the United States provide for the licensing of
vessels of more than five but less than twenty gross tons which are engaged
exclusively on the Great Lakes or in the coasting,inland and fishing (except
whale) trades.

Indirect trade.—The carrying of passengers or cargo between two coun-
tries by the vessels of any other country is designated as indirect trade as
to the transportation.

Coasting or coastwise trade.—These terms refer to the operation of vessels
between ports of the same country. In the case of the United States,
foreign vessels are excluded by law from the coasting trade which also in-
cludes trade between the United States and Alaska, Hawaii and Porto Rico.

Intercoastal trade.—This term is used to indicate trade between the
Atlantic or Gulf and the Pacific ports of the United States.

Register tonnage.—Register tonnage is applicable to both gross and
net, 1n other words it can be expressed as gross register tonnage or net
re%ister tonnage. However, as a general rule it is ordinarily used with
reference to net tonnage. .

Gross tonnage.—The entire internal cubic capacity of the ship below the
upper deck to the hull and closed in spaces on or above this deck expressed
in tons of 100 cubic feet to the ton, except certain spaces which are
exempted, such as:

g;aek ?nd othci-r ;anks for ;varer ballast gnchpr gear

n forecastle bridge and poop teering gear

Excess of hatchways Wheel house

Certain light and air spaces Galley

Domes and skylights Cabins for passengers
Condenser (when on decks not to hull)

and other items.!
tAs ated in “M t of Vessels,” published by the Department of
Commerce, Bureau of Navigation.
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Net tonnage.—The tonnage of a ship remaining after certain deductions
have been made from the gross tonnage expressed in tons of 100 cubic feet
to the ton. Among the deductions are:

Crew spaces Donkey en?ine and boiler

Master’s cabin Allowance for propelling power
Navigation spaces

and other items.

Deadweight tonnage.—~The weight, expressed in tons of 2,240 pounds,
required to depress a vessel from the light water line to the load line is
designated as deadweight tonnage. It represents the total weight of the
cargo, fuel, stores, water, crew, etc., which vessel is designated to carry
with safety. '

Knot.—The speed of a vessel is expressed in knots, one knot being
equivalent to a speed of one nautical mile in an hour.

Nautical mile.—~A nautical mile is defined in the Merchant Marine Act
of 1928 as meaning 6,080 feet.

Cargo ton.—As used in this report a cargo ton represents 2,240 pounds
of cargo.
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APPENDIX B
LIST OF AMERICAN COMPANIES OPERATING PRIVATELY-OWNED AMERICAN VESSELS

Divided into Common and Industrial Carriers by Number and Gross Tonnage, Overseas
and Nearby Trades and Those Owned by United States Shipping Board
As of Calendar Year 1928

Common Carriers

Formerly U. S.
Total Overseas Nearby Trad
Name of Company and / or Owner y Trade Shipping Board
No. Gross No. Grosa No. Gross No. Gross
Alaska S.S. Co. (Owner). ... ....oviviiieiinnnnneanennn. 7 20,909 | .. .. 7 20,909 3 10,424
American Export S. S. Co. :

Export 8.8. Co. (Owner). . .....oovviiininnniiiiniann.. 22 114,959 | 22 114,959 .. .. 22 114,959
American Mail Line

Admiral Oriental Line Owner)............c...cooil..s. 5 57,223 5 §7,223 .. .. 5 57,223

Doliar S. S. Line Owner)...............cccoiiiinan.... 9 83,374 9 83,374 .. .. 9 83,374

Atlantic Transport Co, (Owner).........cc.ovvvenvenn... 2 15,542 2 15,542 .. .. .. ..
American Palmette Line

South Atlantic S.S. Co, (Owner) ..............oovvnua... 9 45,720 9 45,720 .. .. 9 45,720
American Scantic Line ’

Moore & McCormack (Owner)........................... 8 40,419 8 40,419 .. .. 8 40,419
American South African Line (Owner)....................... 5 28,272 5 28,272 .. .. 5 28,272
American West African Line (Owner)....................... 10 54,362 | 10 54,362 .. .. 10 54,362
Adantic Transport Co. (Owner)...........c.cooviviiinen... 1 17,281 1 17,281 .. .. .. ..
Bull Insular Line

A H Bull&Co Owner)...........cooviiiiivnnnn... 3 13,505 | .. .. 3 13,505 2 5,632
Carisso Inc. (Owner)............... ... 1 3,894 1 3,894 .. .. 1 3,894
g}egg Shipowning Corp. (Owner)..........oocvevnnennn.... 2 6,864 2 6,864 2 6,864

de Line
ew York & Miami S.S. Co. Owner) ..........cvvunn.. 2 12,418 2 12,418
Nova Scotia 8§. 8. Corp. (Owner) . ........................ 1 5,043 1 5,043




LIST OF AMERICAN COMPANIES OPERA;I'C!NG P‘I})IVATELY-OWNED AMERICAN VESSELS—
ontinue

Common Carriers

Formerly U. S,
Name of Company and / of owrer Total Overseas Nearby Trade Shipping Board
No. Gross No. Gross No. Gross No. Gross
Colombian 8. S. Co. (Owner) .............................. 5 12,948 5 12,948 5 12,948
Commercial S. S. Line
Moore & McCormack S.S.Co.(Owner).....c.ovveennnn. 3 14,002 2 9,369 1 4,633 3 14,002
Cowley Gulf Line (Owner)............cooviiiniinnnnennnn. 1 2,264 1 .. .. 1 2,264 1 2, 264
Dollar (Around the World) Line (Owner)..............c..... 8 95,119 8 95,119 .. .. 8 95 119
Eastern S. S. Lines (Owners)..........ovoviininnreninnnnnnns 1 38261 .. .. 1 3,826 ..
Nova Scotia S. S. Corp. (Owner) ......coovvvniniinininen.. 1 5043 | .. .. 1 5,043 ..
Grace S. S. Co. ©Owner).o.oviiiiiiiiii i i 11 65,672 | 11 65,672 .. .. 5 26,338
Atlantic & PacificS. S.Co. (Owner). . .........oevvenn... 1 4,665 1 4,665 .. .. .. .
E New York & Cuba Mail S. S. Co. Owner)................. 1 4,661 1 4,661 .. .. .. ..
Gulf Pacific Line (Owners). .........ovvenininiieanenannnnn 7 22988 | .. .. 7 22,988 7 22,988
Swayne & Hoyt (Owners)..........coovviiiiininnnnnnnn, 2 4,391 2 4,391 2 4,391
Horace X. Baxter S.S. Co. (Owner).......covevvviiinnnn... 2 3,731 2 3,731 1 2,428
Isthmian Services
MysticS. S. Co. (Owner).......ooovviinniiiiiiinnnnns. 4 23,378 4 23,378 .. .. .. ..
Fairfield S. S, Corp. (Owner).........cconviviiiinnnn... 1 5,988 1 5,988 .. .. 1 5,988
Greylock 8. S. Corp. (Owner). . ......cooviiiiiinnnnnn.... 1 7,604 1 ) .. .. 1 7,604
Lancaster S.S. Corp. (Owner).....ooovvvininninnninn.n. 1 58711 .. .. 1 5,871 1 5,871
Planet S. S. Corp. Owner) .............................. 6 34,251 5 27,903 1 6,348 .. ..
James Griffiths (Owner). . .......ooooviiiiiiiiiiinaan.s 2 73511 .. .. 2 7,351 2 7,351
Coastwise S. S. &t Barge Co. Owner).............oevnnnn. 1 3,545 1 3,545 .. ..
ngsley Nav, Co&(Owner) ............... 1 2,477 1 2,477 1 2477
Lykes Bros. S. S, {(Owner)............ [ 20,821 6 20,821 6 20,821
obile, Miami & Gulf S. 8. Co. (Owner) . 3 6,650 3 6,650 3 6,650
Lake Giltedge S. S. Co. (Owner)......... 1 2,664 1 2,664 1 2,664
Lake Treba S. S. Co. (Owner).......ccuen.. 1 2,606 1 2,606 1 2,606
Munson South American Line
Munson S, S. Line (Owner). ........coiiiviiinininnnnnnn 7 67,320 7 67,320 4 54,948
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Munson S.S. Line (Owner)..........c.ooververeneneennn.. 6 21,401 .. 6 21,401 3 14,818
Redman S§.S8.Co. (Owner). ..........ooiiiieriiiinnann. 1 3,285 .. 1 3,285 1 3,285
Redbird S.S.Co. (Owner). ..ot 1 3,285 | .. .. 1 3,285 1 3,285

NosaLine (Owner). ......cooviinnnenninniiiiiniinnnnans 2 4,980 2 4,980 .. .. 1 2,488
Grace S.S.Co. (Owner)...........ooiviiiiiiiian, 1 2,718 1 2,718 .. .. 1 2,718

Ocean Dominion S. S. Corp. (Owner)....................... 1 2,606 1 .. .. 1 2,606 1 2,606

Oceanic S, 8. Co. (Owner). ...t 3 17,994 3 17,994 .. .. .. ..

Oceanic and Oriental Nav. Co. (Owner)..................... 21 128,385 | 21 128,385 .. .. 21 128,385

P.and C.S.S.Co. (Owner). ..ot 3 6,735 | .. .. 3 6,735 .. ..
Florida East Coast Car Ferry (Owner).................... 3 7,744 | .. 3 7,744 ..

Pacific S.S.Co. (Owner). . ....oovvininiiii i [ 22,138 | .. .. 6 22,138 .. ..
Dollar 8. 8. Co. (Owner). ........oovvuiniiiiiiiinan... 1 8,138 | .. .. 1 8,138 .. ..

Pacific Argentine Brazil Line (Owner)....................... 6 33,617 6 33,617 .. .. 6 33,617

Pacific Motorship Co. (Owner).....................ooae... 2 5484 | .. .. 2 5,484 .. ..

Panama Mail Line (Owner)...................ooiiiin.... 4 18,801 4 18,801
Grace S.S. Co. (Owner).....oovienniiiiiiiiiiiiinnnn, 2 9,715 2 9,715

Panama Pacific Line
American Line S. S. Corp. Owner). ...................... 2 41,098 2 41,098
Atlantic Transport Co. l2(,)wner) | 2 30,886 2 30,886

Panama Raxlroadp Co. (Owner)........... 4 24,445 4 24,445

Porto Rico Line
New York and Porto Rico S. S. Co. (Owncr) . 1 6,576 1 6,576
Cosmo 8. S. Corp. (Owner). . ... 1 7,057 1 7,057

Puget Sound Nav, Co (Owner)........ 2 2,852 2 2,852

Red “D* Line
Atlantic & Caribbean 8. S. Co. (Owner)................... 6 16,359 6 16,359 3 7,946

Santo Dommgo Line
Clyde S. S. Co. (Owner) 1 3,318 .. .. 1 3,318 .. ..

States S. S Co. (Qwner)......... 11 61,8191 11 61,819 .. .. 11 61,819

Tacoma Oriental S. S. .. 7 53,182 7 53,182 .. .. 7 53,182

W.B. Fox (Owner)..........ooooviiiiiiiiin i 1 2,013 .. .. 1 2,013 1 2,013

Ward Line

New York and Cuba Mail S. S. Co, (Owner). .. 7 35,537 7 35,537

Mallory S. 8. Co. Owner) .. ............... . 11 6,069 1 6,069

Adantic Gulf and W, 1.S.S. Co. (Owner)................. 1 6,678 .. .. 1 6,678 .. ..
Total, ... 275 1,544,536 | 166 |1,082,284 | 109 462,252 | 186 1,064,763




LIST OF AMERICAN COMPANIES OPERA’(I'CI'NG PlgVATELY-OWNED AMERICAN VESSELS—
ontinue

Industrial Carriers 1

Formerly U. 8,
Name of Company and / o Owner Total Overseas VNearby Trade Shipping Board
No. Gross No. Gross No. Gross No. Gross
American Sugar Transit Corp. (Owner) .................... 5 19,322 .. .. 5 19,322 3 12,048
Anglo-Chilean Consolidated Nitrate Corp. (Owner) A S | 4,767 1 4,767 .. .. 1 4,767
Associated Oil Co. (Owner)..........cvonvnen 1 7,120 1 7,120 .. .. 1 7,120
Adantic Gulf & West Indies S. S. Co. (Owner). 2 17,724 | .. .. 2 17,724 .. ‘e

Guaranty Trust Co. (Owner)........ 1 80241 .. 1 8,024 .. e
Atlantic Nav. Corp. (Owner). . .. .. .. .. .. .. ..

Callabasas S. S. Corp. (Owner) 1 2220 .. 1 2,220 1 2,220

Cananova S, S. Corp. (Owner). 1 1,925 | .. 1 1,925 . ..

Cayo Mambi S. S. gw(Owner) 1 1,925 .. 1 1,925 .. ..

Glendola S. S, Corp. (Owner). ... .o liineseniininninnns 1 2,246 | .. 1 2,246 1 2,246

Glendoyle S. S Corp. (Owner)..... e reeriereneiaeanaas 1 2,246 | .. .. 1 2,246 1 2,246

w Norma$. S E’ 0wner) ............................ 1 2,648 | .. .. 1 2,648 1 2,648
& Atlantic Reﬁnmg 0. (OWner). . ..coiiiiiiiiiiiiiiieieias 8 50,871 4 22,946 4 27,925 s 30,455
Banana Sales C 018 :

Atlantic Fruit Co. (Ownerg .............................. 2 2,582 .. .. 2 2,582 .. ..
Boston Molasses Co. (Owner).......cooiiiiiinnennnrinennn. 1 3,101 .. .. 1 3,101 .. ..
California Petr. 8. S, Corp. (Owner)....oovviiviiinerenannn. 2 14,086 2 14,086 .. .. 2 14,086
C. D. Mallory & Co.

Malabar S. S Con (OWREr) . e v iiiiiiiiiiirnrereneerennnns 1 8,374 1 8,374 .. ..

Malacca S.S. Co. (Owner). . ...vvvviiiiiianieeinennnn, 1 7,051 1 7,051 1 7,051

Matinicock 8. S. Co. (Owner). .....ovevnninenenencnnnnnn, 1 6,769 1 6 769 .. ..

Ardmore 8. 8. Co. (Owner).....oiviiiiiiiinniiniacannnn, 1 7,035 1 7 035 .
Charles Kurz & Co.

Adelphia S. S. Corp, (Owner)..... Cierereresensatenavenss 1 2397 .. .. 1 2,397 .. ..

Antietam S. S, Corp. (Owner)..... e teetienestrenennaaeas 1 6972 | .. .. 1 6,972 1 6,972

Dannedaike S. S rp. (Owner)...ooivviiieiinrinnnnnenn. 1 4310 | .. .. 1 4,310 1 4310
Chile S. S. Corp. (Owner) .. ...viiiiiiiiiniiieennnannnnns 4 20,632 4 20,632 .. 3 18, 241

Cities Service Transportation Co. (Owner) ................. 3 20,014 1 7,805 2 12,209 1 6,866

Cuba Distilling Co. fgwner ............................. 3 14806 | .. .. 3 14,806 2 10,060

Ford Motor Co. (OWner) .. coociiiniiinnnneeincnnennnan. 6 20313 | .. .. .. .. 4 15 695
Galena Nav, Co. (Ovner) ....... e tetiteberteatenarenennns 1 2841 | .. .. 1 2,841 ..

Gnlln her and Co. (Owner) . ..vieiiniiiieninieinenenannnns. 2 10,375 2 10,375 .. .. 2 10,375
obul 5. S. Corp. (Owner). .., +eviieeereieeens e 1) sps| .- 1 $036 | 1 | “sow
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Gladstone Transportation Co. (Owner).........covvevvenan.. 3 19,791 ¢ .. .. 3 19,791 3 19,791
Gulf Refining Co. (Owner).........ovviiininienrennnnnnn.. 10 78,531 .. . 10 78,531 3 20,817
Huguenot 8. S. Corp. Owner). . .......covivvnvennennnn... 1 6,9 1 6,964 .. .. 1 6,964
Maﬂlt:)n Co. (Owner). . ...c.ovvviririeeiieeiieeinannenans 2 13,860 .. .. 2 13,860 2 13,860
Manatawny S.S.Co. (Owner). ........coovvvvvnennnnn.. 1 5,030 1 5,030 .. .. 1 1
New England Oil 8. 8. Co. (Owner)..........cccovvevnnnn.. 4 32,824 .. .. 4 32,824 .. ..
Oil Transport Co. (Owner)........covvvvieenrneenennnansn. 3 2676 | .. .. 3 22,676 2 15,170
OreS.S.Co. (OWner) . ......coovuinininineiiaieaeaaaanen, 8 67,481 8 67,481 .. .. .. ..
Pan American Petr. & Transportation Co. (Owner)........... 21 129,353 1 8,880 20 120,473 .. ..
Petroleum Navigation Co. (Owner).............ccvovvnn.n. 4 18,583 1 4,469 3 14,114 2 9,525
Pure Oil S. S, Co. (Owner). .....covvviveninienieennnnes 3 20,936 | .. .. 3 20,936 2 14,120
Sinclair Nav.Co. (Owner). . ...........covveriiriinan.. 3 93801 .. .. 3 9,380 .. ..
Southern Pacific Co. (Owner). . ........covvviiiiirnnennnn. 3 21,238 .. .. 3 21,238 .. ..
Standard Fruit & S. 5. Co. Owner)................ceuaa. 1 4095 .. .. 1 4,095 .. ..
Standard Oil Co. of Calif, Owner)...............ccvvvnnnn.. 8 32,087 | .. .. 8 32,087 . ..
Standard Shipping Co. (Owner).............covvvrennvnnn.. 15 126,790 | .. .. 15 126,790 .. ..
Standard Transportation Co. (Owner)....................... 13 95,463 9 71,068 4 24,395 .. ..
SunOil Co. (Owner).......oooviveeneieiiiiriaeennannnn. 3 17,227 1 7,050 2 10,177 .. ..
Texas Co. (Owner). . ...covvniniiineiiiieieieiaiaianans, 9 56,454 6 35,654 3 20,800 2 13,787
Tidewater Associated Transport Corp. (Owner).............. 3 23,5851 .. .. 3 23,585 .. ..
Tidewater Oil Co. (Owner).........oovivininiiiiiniinnae. 2 14773 | .. .. 2 14,773 .. ..
Trimountain S, S, Corp. Owner)...........cooovvrvennn... 1 6,385 1 6,385 .. .. 1 6,385
U. S. Tank Ship Corp.
Steamer Castana a L Owner). . .oii 1 5030 | .. .. 1 5,030 1 5,030
Steamer Cedarhurst w(Owner). ..ol 1 5,030 1 5,030 .. .. 1 5,030
Steamer Kishacoquillas Corp. (Owner).................... 1 5039 | .. .. 1 5,039 1 5,039
Sreamer Romulus Corp. (Owner)......................... 1 5104 | .. .. 1 5,104 1 5,104
Steamer Vaba Corp. (Owner)............................ 1 5,030 1 5,030 .. .. 1 5,030
Ungon OilCo. (Owner). ....coovviiiii i iiie i 6 43,226 2 16,360 4 26,866 3 18,594
United Fruit Co, (Owner). ..o px] 98,000 .. .. 23 98,000 .. .
United Fruit Tanker Corp. (Owner)...................... 1 6,653 .. 1 6,653
Oriental Nav. Co. (Owner). ...t 2 2,724 | .. .. 2 2,724
United States Steel Products (Owner)....................... 37 194,762 | 32 181,896 5 112,886
Vacuum Oil Co. (Owner) .. .o.oviviiiiieii e 1 6,960 1 6,960 .. . .. ..
Total. . ..o 252 1,478,816 81 515,988 | 165 942,515 59 328,718

1 The list is of those generally regarded as industrial carriers. However, the Shipping Board cannot definitely determine that all cargo carried

by them is their own,

* No regular service. Carricd in total but not divided into trades.



LIST OF AMERICAN COMPANIES 0PERA’(I'éNG PIgVATELY-OWNED AMERICAN VESSELS—
ontinue

Industrial Carriers t

Formerly U. 8.
Name of Company and / or Owaer . Total Overseas ‘Nearby Trade Shipping Board
No. Gross No. Gross No. Gross No. Gross
American Sugar Transit Corp. (Owner) ..................... 5 19,322 | .. .. 5 19,322 3 12,048
Anglo-Chilean Consolidated Nitrate Corp. (Owner) ........... 1 4,767 1 4,767 .. .. 1 4,767
Associated Oil Co. (Owner)..........ovvveiiiinvnnnennn.. 1 7,120 1 7,120 .. .. 1 7,120
Adantic Gulf & West Indies S. S. Co. Owner)............... 2 17,724 | .. .. 2 17,724 . ..

Guaranty Trust Co. (Owner)..........covovviiiniiinnnn.. 1 8,024} .. 1 8,024 .. e
Atlantic Nav, Corp. (Owner).......ovveiiiiirriennrnnnnn.. .. .. .. .. .. .. ..

Callabasas S. S. Corp. (Owner) .......... 1 2220} .. 1 2,220 1 2,220

Cananova S, S, Corp. (Owner). . o1 1,925 | .. 1 1,925 - ..

Cayo Mambi S, S. gw(0wner) 1 19251 .. 1 1,925 .. ..

Glendola S. S. Corp. (Owner) 1 2,246 .. 1 2,246 1 2,246

Glendoyle S. S. Corp. (Owner). R I | 2,246 .. .. 1 2,246 1 2,246

ws Norma S. S. Corp. Owner). e tteenrreneetaaaianareanens 1 26481 .. .. 1 2,648 1 2,648
& Atlantic Refining Co. (Owner).....ovvuveiiieinrnenenennns 8 50,871 4 22,946 4 27,925 5 30,455
Banana Sales Congo.

Atlantic Fruit (Owner). .o viiiiiiiirinnirinarenennns 2 2,582} .. .. 2 2,582 .. .
Boston Molasses Co, (Owner)...........covvvivennnnnnnnn.. 1 3101 .. .. 1 3,101 .. .
California Petr. S. S. Corp. (Owner)......oovvvivevenennnn. 2 14,086 2 14,086 . .. 2 14,086
C. D. Mallory & Co.

Malabar S S.Co (OWner). ..coivniinieinrnnrensinnnnen. 1 8,374 1 8,374 .. ..

Malacca 8. 8. Co. (Owner). . covvinniiiniinerienennnnnn 1 7,051 1 7,051 1 7,051

Matinicock S. S. Co. (Owner). .. civviiieninnnnrenaennnn. 1 6,769 1 6,769 .. .

Ardmore S. 8. Co. (OWNer). o vvieiirnieerenanrennrenansnn 1 7, 035 1 7 035 .
Charles Kurz & Co.

Adelphia S, S, Corp (Owner).......... Ceereeseaceenaaans 1 23971 .. . 1 2,397 .. ..

Antietam S. S. Corp. (Owner)..... Cetereresseerareceenns 1 6972 .. .. 1 6,972 1 6,972

Dannedaike S. S. Corp. (OWner)....coiviiiieennennnnnnnnn. 1 4310 .. .. 1 4,310 1 4,310
Chile 8. S, Corp. (Owner)......ocoiiiiiiiiieiiierennnenens 4 20,632 4 20,632 .. 3 15,241

Cities Service Transportation Co. (Owner) ................. 3 20,014 1 7,805 2 12,209 1 6,866

Cuba Distilling Co. (Owner)....c.coiiiiienriiinnennenns. 3 14,806 .. .. k] 14,806 2 10,060

Ford Motor Co. (OWRer) . .o vviniieeiiiarinensrnserennnns 6 20,313 | .. .. .. .. 4 15 695
Galena Nav. Co. (OWner) . o ovvevnnninieiennecenncennnenss 1 2,841 .. .. 1 2,841 ..

Galln her and Co. (OWNer) . oo oieiiniiieinenienenennnennnns 2 10,375 2 10,375 .. .. 2 10,375
obul §. 8, Corp. (Owner)......cciiiiiiaiiienannnnnnnn 1 5036} .. .. 1 5,036 1 5,036
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Gladstone Transportatxon Co. Owner). ......o...... e
Gulf Refining Co. (Owner). .........ovviuiriniennacnnnennn.
Huguenot S. S. Corp. (Owncr) .............................
Malston Co. (Owner). . ........vivirriiinnnieneennnaennen
Manatawny S.S.Co. (Owner). ........covvvviivnnnnnnannn.
New England Oil S.S. Co. (Owner)..........oecvvvecvannnen
Oil Transport Co. (Owner).........ccvviiiiininennnnnnnen.
OreS.S.Co. (OWNer) . ....oovvviierirneaeeeeiennannannns
Pan American Petr. & Transportation Co. (Owner)...........
Petroleum Navigation Co. (Owner).........................
Pure Oil 5.8.Co, (Owner)..........ooiiiiniiiininennan.,
Sinclair Nav. Co. (Owner). . .......covnvvniiiviiinennennnn.
Southern Pacific Co. (Owner). ..........ocoiiiiinivninnn.n.
Standard Fruit & S.S. Co. (Owner)...........cccvevvnn...
Standard Oil Co. of Calif. (Owner)............cccvnvvnvennn..
Standard Shipping Co. (Owner)...........covvvevenennnnnn.
Standard Transportation Co, (Owner).......................
SunOill Co. (Owner). ....covvvieeariiiieieeeaeannanns.
Texas Co. (OWNer). .. .ovveeniir i iieanennns
Tidewater Associated Transport Corp. (Owner)..............
Tidewater Oil Co. (Owner). .. ..vvvviririirrnnnnennnnnnn.
Trimountain S, S. Corp Owner)..ooveiiinenniaenieannnns
U. S. Tank Ship Co
Steamer Castana Owner)....ovovviviiiniineenns,
Steamer Ccdarhurlt ?ol&) Owner).......coovvevenennnn..
rp. (Owner).......ooovvnnn...
Steamer Romulus Corp. Owner)..........oovviviennnn.n.
Steamer Vaba Corp. (Owner)..................oooena...
Union Oil Co. (Owner).........coviiieiiieiniianaann..
United Fruit Co. (Owner). ...,
United Fruit Tanker Corp. Owner)......................
Oriental Nav. Co. (Owner)...........covveineinnennnnn..
United States Steel Products (Owner).......................
Vacuum Oil Co. (Owner)

Total. ..

3 19,791 | .. .. 3 19791 | 3 19,791

10 78531 | °. . 10 | 78531 | 3 20,817
1 6964 | 1 696¢ | .. . 1 6,964
2 13860 | .. . 2| 13360 | 2 13,860
1 5030 1 503 | .. . 1 5
4 32824 .. M 4| 384 | . L
3 22676 | .. .. 3| 26| 2 15,170
8 67481 8 | 6748 | .. . . ..

21 | 129353 | 1 8880 | 20 | 120473 | . -
4 18,583 | 1 4469 | 3] 14114 | 2 9,525
3 936 | .. s 3| 2093 | 2 14120
3 9380 | .. 3 9380 | .. ..
3 a8 | . 3| 2128 | .
1 4005 | .. 1 4095 | ..
8 32087 | .. 8 | 32087 | ..

15 | 12679 | .. . 15 | 126790 | ..

13 954631 9 | 71068 | 4 | 24395 | . .
3 17227 1 7050 | 2 | 10177 | O -
9 s645¢ | 6 | 3565¢ | 3 | 20800 | 2 13,787
3 23,585 | .. 31 23585 | .. ..
2 14773 .. 2 | 1| L. .
1 63851 1 6385 | .. M i 6,385
1 5030 | .. .. 1 503 | 1 5,030
1 50| 1 5030 | .. . 1 5.030
1 5039 | .. L 1 5039 | 1 5039
1 5004 | .. . 1 5104 | 1 5,104
1 5030 i 5030 | .. 2 1| . 503
6 43226 2| 16360 | 4| 2866 | 3 18,594

23 98,000 | .- . 23 | 98000 | .. ..
1 6,653 1 6,653
2 2724 | .. o 2 2724

37 | 194762 | 32 | 181,896 | 5 | 112886
1 6960 | 1 6960 | .. » -

252 | 1,478,816 | 81 | 515988 | 165 | 942,515 | 59 | 328,718

3 The list is of those generally regarded as industrial carriers. However, the Shipping Board cannot definitely determine that all cargo carried

by them is their own.

? No regular service. Carried in total but not divided into trades.
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INTRODUCTION

T has been desirable for several years to obtain an ade-
quate estimate of the change in the national income that
resulted from the war and its immediate consequences, but
till recently it has not been possible for three reasons. In
the first place, the rapid changes of the value of money made
every calculation ephemeral, if not illusory, till the beginning
of 1922 ; secondly, the instability of industry, especially that
part which is specially dependent on foreign markets, again
prevented the construction of any estimate that would have
a reasonable degree of permanence ; thirdly, the main basis
of every account of income is the report of the Income-Tax
Commissioners, and a very important part of the total for
which they account is formed by the average of trading
profits of the preceding three years, so that it is not till the
fiscal year 1924-5 that disentanglement is possible from the
figures of the year 1921, which was exceptional in several
respects. The statistics for 1925-6 are not yet available, and
we have therefore endeavoured to examine thoroughly the
data and to present a reasoned estimate of the national in-
come in the year 1924-5. A slight modification will be suffi-
cient, when the facts are accessible, to account for 1925-6 ;
but thereafter there will again be a short interval, till the
effects of the coal stoppage no longer influence the Income-
Tax returns, before a further estimate can readily be made.
National Income can be defined in many different ways,
even when it is limited to income that can be measured in
money. The constituents of the various concepts are
examined briefly in Chapter V, and different totals are given,
corresponding to the different purposes for which estimates
of national income are useful. The margin between these
totals is much greater now than it was before the war, in
other countries as well as this, owing to the increase of taxa-
tion to meet debt charges, and to the increasing expenditure
for social purposes. In considering any estimates it is now
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essential to know how the various moot questions, formerly
only of academic interest, have been treated.

Even within the terms of a definition chosen as that most
suitable for statistical analysis, there is a considerable region
where only broad approximation is possible, and a smaller
region where this approximation degenerates into conjecture.
‘We can only reach a scientific result if we can assign definite
limits to the possible effects of mistakes or misfits in the
detailed estimates, and this we have attempted throughout
the analysis. The result is that we can give that total which
after a review of all the evidence seems to be the most prob-
able, and at the same time assign a margin within which
there is good reason to hold that the true value must fall,
while we define as closely as is necessary the content of
national income as we have measured it.

In some respects greater accuracy can be contained in
a measurement of the growth of income than in one of the
amount at a single date. Any want of correspondence be-
tween the measurable income and that which is theoretically
defined is likely to be in the same direction and of propor-
tionate magnitude at both dates. Actualmistakesin estimate,
e.g. of agricultural incomes, will tend to result in similar errors
in the totals, and therefore very small errors in the com-
parison, if the same methods are followed at the two dates.
We have therefore followed as far as was practicable the
methods of the estimate for 1911, published under the title
The Diviston of the Product of Industry, making any necessary
adjustment in it to correspond to the various concepts of
national income with which we deal. In this comparison it
is necessary either to exclude the income of Southern Ireland
at the earlier date, and so introduce an additional element
of uncertainty, or to recognize that the two results relate to
different areas.

This additional security of estimate, of course, applies only
to money values. When we come to consider the change in
‘real’ income we have to make allowance for the reduced
purchasing power of £1 sterling. The rise in wholesale prices
from 1913 to 1924 was about 66 per cent., and in the cost of
living index about 75 per cent., and some number related



INTRODUCTION 9

to these must evidently be applied, with further correction
for the period 1911 to 1914. The result must remain a little
vague, if only because the assessed value of houses has not
moved in the same proportion as prices in general.

In 1911 it was possible to criticize the results in the light
afforded by the Census of Production of 1908, which also
formed an important source of data. When the results of
the new Census of Production (for 1924) are available it will
again afford help in explaining our new total. Meanwhile,
we can make certain comparisons by means of an index of
‘ physical production’ which measures (so far as the facts
are known) the change in the volume of production apart
from the change of prices.

There are very many problems which could be elucidated
by estimates of total income if sufficient details of its consti-
tuents were known. For example, we want to know the
relative proportion of wages, salaries, other earned income,
rents, interest, profits, &c., to the whole. Within the aggre-
gate of wages there has, no doubt, been a shifting, and the
relative levels in different occupations have altered. There
may have been a change in the general distribution of
wealth, in the direction of less inequality of incomes or the
opposite. The incidence of taxation is probably modified.
Some of these questions are considered in the final chapter,
but the immediate evidence is not sufficient for us to go very
far in such directions, and we only hope that the broad results
attained may facilitate analysis in further investigations.



CHAPTER I
THE NUMBER OF INCOMES

ToraL AND OccUPIED POPULATION.

HE Census of 1921 records the number of persons pre-

sent in Great Britain on the 30th June, and the Regis-
trar-General's reports on births and deaths, together with
estimates of net emigration, indicate an increase of 2 per
cent. to mid 1924. A census of the population of Northern
Ireland was taken on the 18th April 1926, and by means of
the records of births and deaths in the previous years its size
can be estimated also in 1924 and 1921.

Census PoruraTioN (000s).

Middle of year. 1921. 1924,
Great Britain . . . 42,769 43,629
Northern Ireland . . . 1,224 1,242
United Kingdom . . N 43,993 44,871

Details by age, sex, and occupation are available only for
Great Britain and in the year 1921. It may be estimated that
the occupied male population increased 2 per cent., and the
occupied female occupation 3 per cent. in the three years
19214, and that we should add 2-8 per cent. to the whole
occupied population to include Northern Ireland. It is
assumed that there has been no significant change in the
proportions of the various categories of occupied persons
with whom we are concerned, and on this basis the figures in
the second of the following tables are estimated.

PoprLATION OF GREAT BRITAIN IN 1921 (000s).

Occupied. Men & boys, Women & girls.
Wage-earners . . . 10,526 4,182
Salaried . . . 1,637 1,071
Independent workers . 841 366
Employers, farmers, professxonal . 852 83

Total occupied . . . 13,656 5,702
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Unoccupied. Men & boys. Women & girls.

Under 10 years . . . 3,935 3,864
10 and under 14 years . . 1,628 1,618
14 and under 20 years . . 384 873
Others: single . 1,247
married or mdowed 828 9,035

Total unoccupied . . 6,775 16,633

Total population . . 20,431 22,337

ESTIMATED OCCUPIED POPULATION OF GREAT BRITAIN AND
NorTHERN IRELAND, 1924 (000s).

Men & boys. Worien & girls.

Wage-earners . . . 11,000 4,400
Salaried . . . 1,700 1,100
Independent workers . 800 400
Employers, farmers, professmna.l . 700 100

Total occupied . . . 14,300 6,000

In the former account the numbers of occupied persons
were classified as in the following table. It is probable that
on the stricter classification possible in 1924 a number of
persons would have been transferred to the heading ‘Salaried’
from the subsequent classes. The subtraction of Southern
Ireland decreases especially the number of farmers. These
two considerations destroy the comparability of the numbers
of independent workers, employers, &c., at the two dates.
To determine whether these classes have actually diminished
- or not would need a special investigation (not wanted in our
present inquiry). The increase in the number of salaried
persons is, however, definitely established, though it is prob-
ably not so great as the figures here given suggest.

EstiMatep Occuriep Poruratiox or THE UNITED
Kinepom, 1911 (000s).
Men & boys. Women & girls.

‘Wage-earners . . . 11,000 4,850

Salaried . . . 1,120 650

Independent workers . 650 850

Employers, farmers, professxonsl . 1,530

Total occupied N . 14,300 5,850
Less South Ireland . . 1,060 390

Present area of UK. . . 13,240 5,460
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The population thus estimated includes foreigners and
other visitors present in the United Kingdom, against whom
we may balance persons obtaining their income here but
absent on business or pleasure. It will be necessary, how-
ever, to add an estimate for soldiers and sailors abroad when
the total income is computed.

The Census distinguishes employers, employed, and inde-
pendent workers (i. e. persons working on their own account
without paid help), but from the nature of the case the
definitions are not rigid. The division of employed persons
into wage-earners and salaried can only be made by consider-
ing the nature of the occupation stated, and here again there
is a margin of uncertainty. But we obtain sufficient security
by accounting for every occupied person in one category or
another, for the difference between the small salaries and re-
latively high wages of the persons in the marginal classes is
small, and we may, so far as the total income is concerned,
estimate for them in either group. Similarly, a person work-
ing directly for the market without assistance presumably
makes an income comparable with that of a wage-earner, and
it is nearly immaterial where we class him.

The Census returns of occupations depend on unverified
statements of householders, and include persons out of work,
ill, incapacitated, elderly, and no doubt in some cases super-
annuated. Definite allowance is made for all these causes of
deficiency of wages in the wage-estimate in Chapter IV, and
in the treatment of small salaries in Chapter ITI a small arbi-
trary reduction is made for the same purpose.

OccuPrATIONS AND INCOMES.

Every person, with the exceptions just named, classed as
occupied in the Census may be assumed to be in receipt of an
income arising from his occupation, or to have an income
from property if in fact his occupation is not remunerative.
Women’s activities in their own households are not counted
technically as occupations. But the total number of occu-
pied is less than the total number of incomes, so far as any
persons in receipt of income from property have no stated
occupation.
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Estimates of National Income are made by considering
separately the three groups, Incomes assessed to Income-Tax,
Wages, and Intermediate Income, that is Income (other than
wages) below the exemption limit of taxation. Insubsequent
chapters these groups are considered separately. The only
reason why we need to know the number of incomes is for
criticism of the numbers estimated to be in the Intermediate
Income Class, and the following analysis is helpful for this
purpose.

~ The data may be put in the following form :

United Kingflom, 1924.
Estimated number of persons with incomes * above

exemption limit . 4,700,000
Estimated number of manual wage-eamerl mcluded 1,800,000

(s) Non-wage-earners assessed to tax 3,100,000
(b) Estimated number of wage earners, ussssed to tax

or not . 15,400,000
(¢) Total number of incomes (a) and (b) . . 18,500,000
(d) Number of occupied persons . . . 20,300,000.
(e) Excess of (d) over (c) . . . . 1,800,000

This number, (e), 1,800,000 is the minimum estimate for
the number of Intermediate Incomes if we assume that all
occupied persons have incomes. We have to add to it the
number of taxpayers (x) who do not state that they are occu-
pied, for this must be added to the number (d) to make it the
- total number of incomes to be brought into the reckoning.
Now the number of unoccupled men between the ages 20
and 65 in Gréat Britain in 1921 was 376,000 and above the
age 65 was 452,000. These numbers include all those in-
capacited by physical or mental disability or old age, and the
great majority of these have not an independent income over
£135.2 It is otherwise known that the majority of rich men
are in receipt of some earned income and nearly all would

1 Whether allowances for children, &ec., lead to a complete remission of
tax or not.

3 In the 1911 Census of England and Wales, among males 352,000 are
classed as ‘ Retired from Business (not Army or Navy)’, 23,000 as Old Age
Pensioners, 70,500 as other Pensioners, 52,000 as * Private Means ’, while
for 147,000 other males over 20 years no occupation or further classification
is specified.
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return themselves as occupied. The number of unoccupied
women assessed to income-tax is not known, but since the
great majority of married women are not assessed separately,
and do not enter into any of the totals, their contribution to
the number in question is only the small number of single or
widowed unoccupied women whose income is over £135. So
far as can be guessed the number () is in the neighbourhood
of 200,000. So far, therefore, the number of persons other
than wage-earners whose income is below the exemption
limit appears to be about 2,000,000,

But we have still to consider the position of (say (y)) per-
sons (other than wage-earners) earning less than £150, but
assessed to tax because income from property brings them
above the exemption limit. They are already included in (a),
and their incomes will be included in the total of incomes in
the Income group (Chapter III). Now when we come to
compute from other sources the number of the Intermediate
Class, we shall automatically include these and get 1,800,000
+z+y. The number obtained should be greater than
1,800,000 +z, but we must only include the incomes of the
number 1,800,000 + 2 since those of y will already have been
reckoned.



CHAPTER 1I
INCOME ASSESSED TO INCOME-TAX

HE 68th Report of the Commissioners of Inland Re-

venue gives the actual Gross Income reviewed for the
fiscal year 1923—4 for Great Britain and Northern Ireland as
£2,913 millions, and the estimate for 1924-5 as £2,900 mil-
lions. To get the ‘ Actual Income’ they deduct certain
‘ exemptions ’ for income accruing to persons (with total in-
comes under the exemption limit, e.g. from small dividends
and rents), for the income of charities and hospitals, for divi-
dends coming from abroad, through this country, flowing out
to persons not resident here. They also take off the rental
value of empty property and make deductions for repairs to
property and wear and tear of machinery and plant.

The ° Actual Income’ was £2,303 millions for 1923-4
(against an estimate in the previous Report of £2,300 mil-
lions), and £2,310 millions as an estimate for 1924-5. The
year to April 1925 may be taken as virtually identical with
the calendar year 1924, on the evidence of the two years to-
gether. It would be identical for Schedules A and B, and is
closely similar for Schedules Cand E. Asregards Schedule D
the assessments in question are based upon accounts run-
ning to many different dates, but the mean terminal date
for the total assessed in 1924-5 is not removed from the 31at
December 1923 by more than a few days.? This ‘ actual in-
come’ is reckoned before taking off the various personalallow-
ances which are involved in the machinery of assessment
before computing taxable income. The term conforms as
nearly as possible to money Income in the sense employed in
the estimate of National Income. The important section
under Schedule D assessed upon an average of three or five
preceding years amounts to about £1,110 millions (Table 66).
A verylarge sample of actual profits in such assessmentsshows
that the ratio of the average of those preceding years to the
actual profits of 1924-5 was 100 to 113-8, and on this basis
£153 millions must be added to the above figure of 1,110.

1 British Incomes and Property, p. 177.
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The ¢ Actual Income ’ of the liable classes for the Calendar
year 1924 was therefore £2,463 millions. There were, how-
ever, two exemption limits : £150 for income from work, and
£135 for incomes from investment and property, and in prac-
tice this gives an intermediate figure as the exemption limit
for & ' mixed income ’.

Thus 30 wages 145 wages
4 108 property B 4} property
£138 £149}

are both exempt incomes.

The average exemption limit of incomes in general is about
£147, for the number of cases of very small earnings (cases
of the 4 type) becoming liable by a much larger income from
property isrelatively small compared with the number of cases
of Btype, in which the investment income is unimportant. If
the exemption limit were uniformly £150 for all kinds of in-
come the total Actual Income above stated would be reduced
by about £35 millions (+ £5 millions). The ‘ Actual Income’
adjusted therefore to correct the preceding three years average
and also the exemption limit was £2,428 millions. ‘Income-
Tax’ income exceeds ordinary income under certain heads,
since it includes snter alia various losses which do not come out
in the assessment.! It is less than true income when evasion
and fraud keep income out of assessment.? The amount
under this head is more difficult to estimate than formerly,
but it has certainly risen more than in proportion to the in-
crease in assessed income, and, considering the facts in those
fields of income where evasion is possible or prevalent, we
reach an estimate of £75+15 millions. The extent of ‘over-
assessment * referred to is now less in proportion, say £50
millions, and, on the balance, £254+ 15 millions is added, which
is carried forward as £15 millions on home income and £10
millions on income from abroad. We thus reach a total of
£2,453 millions.

It should be noted that Schedule A is taken as it stands
because there had been recently a complete reassessment,
! For a summary and estimates see Brilish Incomes, pp. 178-203.

% Op. cit., p. 324.
3318 B



18 INCOME ASSESSED TO INCOME-TAX

and that Schedule B, treating the income as equal to the rent,
required no such correction as was necessary before 1914,
The ‘ Income-Tax’ income, unlike the * Super-tax income ’,
includes all sums put to reserve by limited companies out of
the profits, and is not identical with the aggregate of tnd:-
vidual incomes. For the purposes of an estimate of total
national income it is necessary to add the incomes of chari-
ties, hospitals, friendly societies, exempt from income-tax,
some £30 millions, making £2,483 millions. For some pur-
poses it is proper to deduct assessed income going to people
living abroad, which may be estimated at between £20
millions and £30 millions, say £25 millions.

We have still to add £25 millions, a rough estimate of in-
come on War Loan and on certain external loans which is
tax-free and not included in the assessmént named above.
Our total becomes £2,508 millions.

The totals so far given include £290 millions derived from
wages of about 1,600,000 manual workers, When we come
‘to assemble the elements of income in Chapter VI this sum
will be included under wages. The residue, £2,218 millions,
is then the actual income of persons other than wage-earners
whose income was over £150 in 1924-5, together with in-
comes of exempt charities, &c. For residents in the United
Kingdom the total is £2,183 millions,

Of this sum it is estimated that £205 millions is derived
from possessions or activities abroad, including the income
evading tax. (Income accruing abroad, but not remitted,
was formerly not liable to tax at all.) The net income from
abroad is then £180 millions, i.e. this £205 millions less the
£25 millions going to individuals abroad. Any error in this
estimate is much more likely to be by deficiency than excess.



CHAPTER 111
THE INTERMEDIATE CLASS OF INCOMES

HE method of estimating the numbers and incomes of

non-manual workers who are not assessed to income-tax
is to divide all occupied persons other than manual workers
into classes, and estimate the proportion in each class whose
earned incomes are less than £150. It is impossible to obtain
precision in many of the classes, and therefore it is useless to
strive after accuracy in detail. It will be unnecessary, for
example, to pay attention to changes in the proportions
between the classes as we pass from Great Britain to the
United Kingdom or from 1921 to 1924. The following table
is obtained from a study of the Census of England and Wales
and of Scotland in 1921, the figures being raised 4-8 per cent.
for males and 5-8 per cent. for females (see p. 11) to bring
them up to date and include Northern Ireland.

Occupiep PERSONS, OTHER THAN MANUAL WAGE-EARNERS,
1N THE UNITED KINgDoM, 1924,

(000s.)
Salaried. Employers. Independent.

Males. Females. Males. Females. Males. Females.
Agriculture and

Fishing . .0 2 176 13 192 14
Industry . . 441 206 213 19 219 106
Commerce and

Finance . . 481 250 198 28 282 108
Professions . . 189 179 32 4 62 46
ArmyasndNavy . 20 — —_— - - -
Transport . . 170 28 19 —_— 46 1
Central Government 169 102 — — —_ -
Local Government :

Teaching . . 67 172 —_ - —_ -

Others . . 95 68 — -_ — —_
Personal service . 34 104 44 24 75 112
Miscellaneous . . 32 21 1 - b —_

Total . . 1,715 1,132 683 88 881 387

The numbers are not known as precisely as the table suggests,
and will be rounded off in the sequel, as they were on p. 12.
B2
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SALARIES.

In order to obtain information about the numbers of
salaries below £150, the procedure of the Inquiry by the
Committee of the British Association (Sec. F) in 1910-11
was followed, and a questionnaire was prepared and sent
to the principal statutory authorities employing clerks and to
a number of private firms.! The latter were selected so as to
include large employers in most of the important industries.
The essential questions were : (A) number of partners, mana-
gers, clerks, &c., who draw more than £150 per annum, and
(B) number who draw £150 or less, and their total receipts.
A supplementary question asked for their numbers under
(B) whose salaries were under £40, £40 to £60, &c. It was
made clear that all manual wage-earners were to be excluded.
In response to about 750 forms issued we received about
260 completed returns, relating to about 170,000 men and
78,000 women, and so accounting for about 9 per cent. of the
salaried persons in Great Britain. The returns do not bear
a uniform proportion to the totals in the different categories,
The numbers for which we have definite information are
32 per cent. of all in Transport, 16 per cent. for Teachers and
for Clerks, &c., employed by Local Authorities, 9 per cent.
in Commerce, and 2} per cent. in Industry. We have other
information for Defence and Central Government Services,
and some guidance for the numbers included in Professions
and in Personal Service where incomes were less than £150.
These sources of information, which are discussed in detail
below, lead to the estimates on page 21.

The information about the employees of Local Authorities
is more satisfactory than in any other category. The low
average of the few male teachers who receive less than £150
is due to the inclusion of a number of pupil teachers and
others who receive less than £40 ; among the women teachers

1 'We are indebted to Mr. Jack of Glasgow University, Professor Clay of
Manchester, Professor Carr-Saunders of Liverpool, and Professor J.C. Smith
of Birmingham for help in this inquiry, and especially to Miss W. A. Elkin,
who took charge of this part of the investigation and assisted in the esti-
mates of the numbers occupied and of wages. The cost was met by & grant
from the Laura-Spelman Rockefeller Trust.
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there is a perceptible number of adults who receive from £80
to £150.

In other classes also, which are included in the table, the
income £150 is a long way up women’s scale of payment, but
near the tail of men’s pay where it includes a majority of
young beginners, Consequently, when the averages of these
curtate groups are taken, that for women is often higher than
for men.

SALARIED PERSONS.

Number in Returns. Under £150.
Number
in
Per- United Aggre-
Over Under | centage Kingdom. Average gate
£150. £150, of all, viz.¢. Income. income.
100 b.+ applied to exd.
(a+b). previous
- table
s b [ d ° t
MALES. £ £000's
Local Authorities :
Teachers . . 19,701 648 32 18,200 65 1,200
Others . . . 21,428 3,170 129 12,300 90 1,100
Industrial clerks, &o. . 10,890 2,986 215 94,800 91 8,600
Commerce :
Banking . . . 22,751 17,735 254 16,000 101 1,600
Insurance . . 16,663 1,737 94 4,700 91 400
Others . . . 3913 1,315 251 92,400 81 7,500
Transport . . . 47,452 11,5664 19-6 33,300 103 3,400
Central Government . —~— —_ 15 25,400 100 2,600
Army and Navy . . - —_ 0 —_ — -
Professions . R — 4 15 28,300 90 2,600
Personal services . — — 20 6,800 90 600
Agriculture and miscel-
laneous . . . - —_ 20 11,800 90 1,100
Total . . . - — — 344,000 — 30,500
FEMALES, £000's.
Local Authorities :
Teachers . . 41,815 8,561 170 29,200 117 3,400
Others . . . 3,085 3,208 525 35,700 97 3,500
Industrial clerks, &o. . 368 2,676 87-5 180,400 92 16,600
Commerce ;
Banking . . . 4713 2,178 31-3 6.300 128 800
Insurance . . L4456 3,304 69:6 19,900 114 2,300
Others . . . 174 1,108 864 173,900 90 15,700
Transport . . . 981 4,823 831 23,300 101 2,400
Central Government . -~ —_ 60 61,200 100 6,100
Professions . . - —_ 80 143,200 80 11,500
Personal service . . - —_ 85 88,400 80 7,100
Miscellaneous . . - — 85 19,500 80 1,600
Total . . B —_ -— 781,000 — 71,000
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In Transport we have complete returns’ of two of the
largest railway companies, which may be taken as typical of
railways. The group also includes the merchant service and
all others engaged in non-governmental transport and com-
munication ; in the former the great majority of salaried
persons receive more than £150, while among the latter there
are probably enough who receive less to bring the proportion
of the two together near to that in the railways. The per-
centage obtained in the Railways is therefore taken as
typical of the whole group.

Industry and Commerce may be considered together in the
light of the returns we have received. We are dealing with
offices, large or small, in which are groups of men or women
in all grades of maturity and advancement of salary. Now,
though we have only a few more thin 100 separate records,
including only 5 or 8 per cent. of all salaried clerks in these
categories, it became evident on examination of the returns
that there is a definite type for men and another for women,
round which the proportions cluster, and the inclusion of
more returns would be quite unlikely to shift this type or
average through any great difference. The statistics have
just that character which a correctly drawn random sample
presents, and such a sample is known to have considerable
precision.

FIRMS CLASSIFIED ACCORDING TO THE PROPORTIONS OF
SALARTED MANAGERS, CLERKS, &C., RECEIVING LESS OR
MORE THAN £150 PER ANNUM.

Scale of percentage of males and of females receiving less than £150.

1& 10& 20& 30&% 40& 650& 60& 70& 80& 90X
0 wunder under under under under under under under under under 100
10 20 30 40 50 60 70 80 90 100

Number of firms employing males. .
7T 17 22 32 22 8 4 1 1 0 0 0

Number of firms employing females.
6. 4 0 3 3 1 9 8§ 15 20 17 20

For malea. For females.

.4

Median percentage . . 22 82
Unweighted average percentnge 23 72
Average percentage weighted ae in returns 20 52

Average percentage with census weighta 23 84
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The unweighted average is obtained by adding up the per-
centages and dividing by the number of them (114 returns
for males, 109 for females). The larger firms, however,
especially the banks as employers of women, have on the
whole a smaller proportion under £150, and if the numbers
in the returns are massed (which is equivalent to taking a
weighted average of the percentages)the averages are lowered.
But when we pass from the accidental groupingin the returns,
overweighted by banks, to the whole numbers according to
the census, the averages are brought up again to the medians,

The 114 percentages for men form a nearly ‘normal’
frequency group, and the average is little affected by choice
of weights. Those for women form a very skew curve, which
is fairly continuous except at its extremes, viz. firms who
employ very few women, each of whom receives over £150,
and firms where the maximum for women does not reach £150.

It is not relevant to the general investigation, but it is
interesting to place on record the distribution of salaries, so
far as it is shown by the returns.

DISTRIBUTION OF SALARIES ACCORDING TO THEIR AMOUNTS.
Percentages of all salaried males or females employed.

Loocal Authorities. Ind Commerce. Rail-
Teachers.Others. ustry. Banking, Insurance. Others. | ways.
. Salary. Males.
Over £150 96-8 871 785 746 90-8 749 80-4
£140t0£150 0 1-5 35 37 1-1 17 33
£120,, £140 -2 1-8 42 42 -1-3 33 42
£100,, £120 -6 2.0 30 64 1-5 39 42
£80 ,, £100 -1 18 1-8 53 -6 35 30
£60 ,, £80 -3 23 2:5 36 1-9 35 1-4
£40 ,, £60 10 2-3 28 32 1-4 4-4 2:8
Under £40 10 12 39 0 7 48 a
100:0 1000 100-0 100-0 100:0  100-0 100-0
Females.

Over £150 830 475 125 68-7 30-4 13-6 16-9
£140to £150 1-0 7-4 40 11-8 9-0 9-5 65
£120 ,, £140 2-7 81 150 11-8 247 8-0 16-1
£100 ,, £120 4-56 12-0 20-2 42 186 16-4 240
£80 ,, £100 44 81 19-0 27 66 22-6 21-1
£60 ,, £80 1-0 74 138 7 70 111 &7
£40 ,, £40 11 56 9-8 1 29 85 88
Under £10 23 40 57 0 -8 10-3 9
100-0 100:0 100-0 100-0 1000 1000 100-0
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Though there is a great deal of information available about
the salaries and numbers of salaried employees of the Central
Government it has been found to be impossible to apply it
directly to the numbers obtained from the Census of 1921,
for which we have to account, owing both to differences of
definition and classification and to the great reduction in the
numbers soon after the date of the Census. There is evidence
that both among men and women the standard of education
and therefore of salary is higher than that in industry and
commerce as a whole, many grades being paid well above the
minimum £150. A reasonable estimate seems to be to apply
the proportions 15 per cent. to the males and 60 per cent. to
the females included in the Census. In the Army and Navy
the number of salaries less than £150 appears to be negligible.

In the remaining categories we have very little informa-
tion, except that obtained by studying the Census sub-
classification. Under the heading professions are included
the clergy (very few of whom are below the minimum),
teachers other than those employed by local authorities,
professional sportsmen, and clerks attached to professional
men. Among the women a very large entry is that of nurses,
the great majority of whom receive less than £150 cash. It
seems reasonable to apply the percentages 15 and 80 to the
Census numbers of men and women respectively.

In the other classes, Personal service, Agriculture, and
Miscellaneous, we cannot do better than estimate 20 per cent.
for the males and 85 per cent. for the females, since there is
nothing to show that the classes included do better or worse
than salaried persons in business offices, 8o far as the lower
scales of pay are concerned.

Reference is made to the probable precision of the result-
ing estimate at the end of this chapter.

2. EMPLOYERS AND INDEPENDENT WORKERS.

The most important class under these headings is farmers,
in respect of whom we can only proceed by some broad
assumptions.

Detail of the number and size of holdings may be sum-
marized thus : '
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Agmultural holdings sn Oreat Britain (England and Wales, 1923,
Scotland, 1924).

Number (0008). Area (000 acres).

Under 10 acres . . . 150 698
10 to 100 acres . . . 242 8,777
100 acree and over . . 96 23,455

488 32,930

According to the Census of 1921 the number of farmers
was 352,000, We assume that all holdings of 9 acres or less
were occupied by non-farmers, and that the income from them
isincluded under other headings in the account of Income-Tax
incomes. Farmers were in 1923-4 assessed at the annual
value, i.e. the Rent, of their lands. From the Assessments
to Income-Tax, Schedule B, we have the first column in the
following table :

1923-4, Great Britain.

Amount
Whole amount.  per acre cultivated.
4 £
Cross income . 49,500,000 15
Reductions and dmcharges . 9,100,000 -3
40,400,000 1-2

Assume that farmers with holdings of 100 acres or more
were assessed at having incomes over £150, which corresponds
to an average rent of 30s. an acre. Possibly the limit
should be raised to 120 acres with a resulting slight decrease
in the number assessed to tax. We then take the number of
holdings from 9 to 100 acres as the number of farmers in the
Intermediate Class. This, including Ulster, may be put at
260,000, of whom 20,000 may be women. The average hold-
ing in this group is about 36 acres and a house, and if we
assume that the income from this is £100, the whole contri-
bution to Intermediate Income is £26 millions. .

Among employers, other than farmers, who number
507,000 males and 75,000 females, the great majority no
doubt earn over £150 per annum. In industry those with
smaller incomes would be found in small metal, motor or
electrical undertakings, carpenters’ shops, and among dress-
makers. InTransport we should include some carriers by road
or canal. In Commerce we have the smallest shopkeepers.
After studying the total numbers in each Census category
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we are of opinion that the maxima to be assigned as under
£150 would be 40,000 males and 60,000 females, and we will
use these numbers, together with estimates of average in-
come of the former as £125 and the latter £100.

Under the heading independent workers (other than
farmers) we have to account for 689,000 males and 373,000
females. In Industry and Transport a male worker on his
own account, probably helped by his family but not employ-
ing any one else, may be ranked with skilled wage-earners,
and more than half of them may be expected to be earning
over £3 weekly and to be assessed to tax. Similarly in com-
merce and finance the majority will be small traders helped
by their families, and hawkers of all kinds will be included.
We suggest that about one-third of this group make less than
£150 per annum. We can ignore the small proportion of
professional men below the limit, and estimate that about
one-third of those classed under personal are below. Of the
women in the corresponding classes probably only a small
proportion earn £150. These assumptions result in the esti-
mate that in the whole group 220,000 (32 per cent.) among
the men, and 300,000 (80 per cent.) among the women are not
assessed to tax, and that the men average £130 and the
women £85. '

3. ALL INTERMEDIATE INCcOMES.

The aggregate number and aggregate income of the Inter-
mediate Group are on these assumptions as follows :

Occupied persons other than wage-earners. United Kingdom, 1924.

Malea. Females.

All Under £150. All Under £150.

Number. {Number. Aggregate| Number. Number. Aggregate

income, income.

000s. 000s. £Mn 000a. | 000s. £Mn,
Salaried . L7153 34 30 1,132 781 7
Farmers . 368 240 24 27 20 2
Employers . 507 40 5 75 60 (]
Independent

workers . 689 220 26 373 300 28
Total . 3,279 844 3 1,607 1,161 105
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We have then 2,005,000 persons other than wage-earners,
with an income of less than £150, whose aggregate income is
£190,000,000. It is evident that the most important risk of
error is in the group ‘ independent workers ’, and since there
is no means of improving the estimate here it is futile to
work further at the detail of the other lines. Now in Chap-
ter I it was estimated that the number of intermediate in-
comes was about 2,000,000, together with a small number of
earned incomes under £150, which were brought above the
exemption limit by income from property. The small dis-
crepancy between this and the number just given suggests
that the number of independent workers earning less than
£150 may be somewhat greater than estimated above. On
the other hand, we have made no allowance for loss of in-
come owing to illness or superannuation or unemployment
among persons described as occupied.

Taking all these factors into consideration we estimate the
amount to be included in the National Income for the Inter-
mediate Group to be between £180 millions and £220 mil-
lions, and consider that £190 millions is the best approxima-
tion to make,

The number of persons in this group is roughly 2,000,000.
It is naturally smaller than the estimate for the Intermediate
Group in 1911, viz. 3,600,000 with incomes less than £160,
since owing to the rise of prices an income of £150 now is only
equivalent to an income of about £90 in 1911, and only about
2,000,000 persons would have been included as below that
level. In passing from 1911 to 1924 the exclusion of Southern
Ireland is to be balanced against the increase of population.
The rough estimate made is thus consistent with all known
facts, and cannot be radically altered. The possibility of
error can hardly be as great as 15 per cent. of the estimate,
or say 1 per cent. of the aggregate national income.



CHAPTER 1V

WAGES

HE original basis of the estimate of the National Wages

Bill is the investigation by the Board of Trade in 1806
of earnings and hours in the principal industries. The result-
ing statistics were completed and brought up to date by all
available information to give an estimate for the United
Kingdom in 1911,} which it is believed possesses very fair pre-
cision. The total received in wages, including earnings of shop
assistants and a small element of payment in kind, and making
allowance for sickness, holidays, unemployment, short-time
and overtime, was estimated at £782 millions, together with
£20 millions for the earnings of soldiers and sailors abroad.
This 1911 estimate is the basis of the present calculation.

We have to estimate not only the change in rates of wages
but also the change in actual earnings ; we have to allow for
the differing growths of the numbers occupied in various in-
dustries, as well as the general increase in the number of
wage-earners ; we must estimate any variation in unemploy-
ment, sickness or holidays; and, finally, we must exclude
South Ireland from the total.

The data available for estimating numbers are the Popu-
lation Censuses of 1911 and 1921, and the numbers of insured
persons since 1921. For changes in wage-rates we have ac-
counts every month in the Ministry of Labour Gazette, which
have been worked up for various purposes at different times,
and the summary of these changes given from time to time
in the Gazette. For coal and some other industries there
have been special investigations, and during 1926 the results
of a new inquiry into wages and hours in important indus-
tries have been published in the Labour Gazete.2 There is
also much miscellaneous information bearing on the subject.
Though the mass of material is very considerable, it is unco-
ordinated and incomplete ; it is very difficult to piece it
together and to give due allowance to all factors, and there

1 The Division of the Product of Induatry, p. 30.

2 Only those issued in December, 1926, or earlier have been available for
this estimate.
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are some complete lacunae, the effect of which on the pre-
cision of the result has to be estimated.

Recent comparisons have generally been based on wages in
1914, and it is first necessary to shift the starting-point from
1911t0 1914, The increase of population and the rise in wages
during these three years is estimated to add 8 per cent. to
aggregate earnings, all other factors being assumed unchanged.

NatroNnaL WaGe Brirn. Unitep Kingpom.

Males.  Females. Total.

£ Ma. £ Mn, £ Mn.
1911 . . 631 151 782
1914 . . 682 163 845

Actually employment was rather better in 1914 than in
1911, and the total should be raised about 1 per cent., but this
change is presently merged in the factor for unemployment

used below.
Next, the change in average earnings from 1914 to 1924,

analysed in the following pages, is applied to the 1914 esti-
mates.
NatronaL WaGE Brr. UNADJUSTED.
Males. Females.  Total,

1914 £Mn. . . . . 682 163 845
Average increase per person . . 906 9% 112 9 —
1924.

Ignoring change in numbers £ Mn. . 1,300 346 1,646
Effective change in numbers 191424 . +7:569% —339%?! —_
1924 £Mn. . . . . 1,397 334 1,731

This total aggregate £1,731 millions is reduced by about
£76 millions by the inclusion of South Ireland, giving about
£1,655 millions.

Unemployment was reckoned as reducing wages by 3-8
per cent. in 1911. In 1924 the corresponding reduction is
estimated as 8:3 per cent. Increased holidays (other than
holidays with pay) probably lead to a reduction of 1 per cent.
There appears to have been no significant change in absence
through sickness when 1924 is compared with 1911, and in

1 This fall is due to the reduction in the number of servants. There was
a large increase in the number of clerks, &c., so that the whole number of
cocupied women increased 5 per cent. in the decade.
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both years it is taken as averaging 1-68 weeks. By taking off
5-5 per cent. for increased unemployment and holidays from
£1,655 millions, we reach the final estimate £1,564 millions
for the total earnings of the manual working class (including
shop assistants, excluding soldiers and sailors abroad) ac-
tually in Great Britain or North Ireland in 1924. The esti-
mate probably is correct within & per cent., and may be
safely written as between £1,490 millions and £1,640 millions.
In 1925 a very slight increase in wage-rates and population
was balanced by increased unemployment, and the total
remains nearly unchanged.

We now add an estimate for the wages of soldiers and
sailors abroad, viz. about £40 millions (as compared with
£20 millions in 1911), and we reach, finally, in round numbers
£1,600 millions, with a possible margin+ £80, but it is
believed that + £40 millions is really sufficient, at least in
comparison with 1911,

This total does not include receipts from the national in-
surance organizations for sickness and unemployment, but
per contra it does include the workmen’s contributions to the
scheme. The excess value of the receipts due to employers’
contributions are brought into account in Chapters V and V1.

The main purpose of this study was to estimate this aggre-
gate, but some other statistics may be given. The average
earnings of males of all ages classed as wage-earners is esti-
mated in 1924 at £115, the average number of weeks worked
at 44 (allowing for sickness, unemployment, and holidays),
and the average earnings at full work at 52s. & week. In
these averages boys are included, together with some super-
annuated workers and some casuals not attached to any in-
dustry ; if these are excluded we find that the average man
at full work in 1924 obtained about 60s. a week. The corre-
sponding figure for 1914 is 32s. The working-week has been
reduced about 10 per cent. in the period, and average hourly
earnings of men have increased from about 73d. to 15}d.

There are in round numbers 8,000,000 working-class house-
holds in the existing United Kingdom, and the number of
workers per 100 households is 188 approximately. The in-
come from wages per house was in 1924 near £190 per annum,



WAGES a1

or £210 if there was no unemployment or absence owing to
sickness during the year.

Average earnings of all wage-earners for a full working-
week are estimated to havd increased 94 per cent. between
1914 and 1924, while the Cost of Living Index rose 75 per
cent. Real weekly earnings measured on this basis therefore
rose about 11 per cent. Average annual real earnings, how-
ever, were reduced by increased unemployment, so that the
rise in them was only 5 per cent.,! and if the estimate errs by
excess working-class households in 1924 were on the average
hardly better off than in 1914. But since wages of unskilled
men have increased more than those of skilled, at least in the
towns, the households least well off in 1914 have improved
their position. Though the number of young children had
decreased by 1924 this fall had not then reached the working
ages, and the number of earners per household had not
changed perceptibly.?

In the Labour Gazette, February 1925, the general average
increase in weekly full-time wages is estimated for 1924 as
70 to 75 per cent. Our estimate above, viz. 94 per cent.,
is greater since earnings are considered, not rates of wages,
and there is definite evidence that in some of the greater in-
dustries earnings have increased much more rapidly than
piece- or time-rates,and also there has been some change over
from time- to piece-rates. The preliminary results obtained
in the wage inquiry of 1924, considered below, support this
view. Further, the 94 per cent. allows for the shifting in the
relative importance of occupations in the ten years, which
on the whole has been towards the better-paid occupations
and industries, and has therefore raised the average.

The process of computation of the percentages already
stated was necessarily indirect and involved.

Write n for the number of persons in any industry in 1914,
w for the annual average earnings, n X w for aggregate earn-
ings, 1+p for the ratio of the numbers in 1924 to those in

1 See note on p. 38. )

3 The number of dependent children has, however, decreased, and, owing
to the increase in the number of pensions, the burden of the support of olfler
persons has also been lightened. See Has Poverty Diminished? P.S. King
& Son. 1925.
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1914, and 1 +r for the ratio of average earnings in 1924 to
those in 1914. Then aggregate earnings in any industry in
1924 were nw (1 +p) (1 +r),and theratio of aggregate earnings
S[nw(1 +p) (1 41)],
8 (nw)
where the sums are taken over all industries. This factor,
worked separately for males and for females is then to be
applied to the aggregate wage bill in 1914.

The aggregate of 1914 was obtained from that of 1811
simply by applying to it the Registrar-General’s estimate of
the rate of increase of population and the average increase
of certain rates of wages stated in the XVIIth Abstract of
Labour Statistics. A slight modification was made in the
detailed working to allow for some variation in the increase
in the numbers in different industries in these three years.

The factor 1 +p, the change in the numbers in each indus-
try, was estimated by a very detailed study of the occupation
statistics in the censuses of England and Wales for 1911 and
1921.1 The aggregate change S [n (1 +p)] + 8 (n) is known,
and it was only the variation between industries that affects
the calculation. Meticulous accuracy was not possible, nor
essential, and it was assumed that the result for England and
Wales could be extended to the United Kingdom. To pass
from the decade 1911-21 to the decade 1914-24, the increases
already reckoned for 1911-14 were subtracted, and with the
help of the recorded changes of the number of insured persons
changes from 1921 to 1924 were added. By this means the
effect on aggregate wages of such movements as the increase of
the number of miners and metal-workersand thedecrease in the,
number of domestic servants was brought into the calculation.l

Average wages in 1914 (w) were computed roughly by
taking the averages used in the 1911 estimate, which de-l
pended principally on the wage inquiry of 1906, and bringing,
them up to the date 1914 in correspondence with the general
change of wages already used in the 1914 estimate. Con-
siderable latitude was permissible in this operation, since
only enters as a “weight’ in the computation of the weigh

. * See Memoranda 17 and 17 A of the London and Cambridge Economic
Service.

in all industries in 1924 to those in 1914 is
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average, and similar latitude in regard to n x w hardly affects
the result.

It was convenient to separate the effect of the factors
(1+p) and (1 +7). The ratio required was written

S[nw (1+p) (14+1)]_S[nw (1 +p)] _
S (nw) 8 (nw) xSk (1+n), =PxR,

say,where k=m i =

y Sl +p)] for each industry, R= S {k(1 +7)],

and P= S(nw (1 +p) ]. Then P measures the increase in the
S(nw)

aggregate due to increase and shifting of population. It is

found to be 1-075 for males and 0-967 for females, giving the

-+7-5 per cent. and — 3-3 per cent. in the table on p. 29.

The k’s, whose aggregate is 1, affix the relative importance
to the change in earnings industry by industry.

The value of P is dominated by the general increase of the
number of wage-earners, which is adequately known, and
only modified slightly by shifting between occupations ; but
R, the increase due to wage changes, depends on accurate
measurements of the separate 7’s in the major industries, and
for it we have no aggregate control. The exact determination
of nw (or rather of the ratio of a particular nw to the sum of
all) is only important for any large industries, such as coal
mining, where the rate of change of wages differs significantly
from the general average rate.

The calculation from the details of the following table lead
to the values of R, 1-906 for males, 2:12 for females, and
1-943 for all ; that is increases of 904, 112, and 94 per cent. in
the 10 years.

The figure for coal is based on the statistics of the Coal
Commission 1925. The great group of metals and engineer-
ing is the subject of a report in the Ministry of Labour
Gazette, July and September 1926, where details of average
earnings in fourselected weeks in 1924 aregiven. These figures
have been compared with the wage inquiry of 1906, industry
by industry and for both sexes, and after allowing for the
rise from 1906 to 1914 already included in our estimate an
increase in average earnings of 87 per cent. is found. Both

3318 o
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the 1924 and the 1906 accounts show the effect of overtime
and short-time ; the increase is practically the same whether
we take actual earnings or hypothetical full-time earnings.

For textiles we have a similar report in June 1926. After
considering other evidence it has been thought best to take
half-way between the rise in actual earnings (105 per cent.
for the whole group) and that of hypothetical full-time earn-
ings (118 per cent.). Short-time is otherwise partly allowed
for. Theincreases have been greater than those indicated by
the change of piece-rates (allowance made or reduced hours),
as has generally been found to happen in these industries.

The miscellaneous group, pottery, chemicals, &c., reported
on in July 1926 has been similarly treated in detail. Actual
and full-time earnings here give the same result.

The paper, printing, and wood-working industries are
dealt with in the October Gazette. The average increase for
all male workers in printing and binding is found to be 164
per cent. from 1906 to 1924, or about 147 per cent. from 1914
to 1924 ; but other estimates of the weekly time-rates for
compositors showed only about 113 per cent. in the ten years.
This is a striking example of the difference between the in-
crease in time-rates of one class and the increase in earnings
of all classes together. For these groups the figures relating to
actual earnings at the two dates are used in the computation.

Forclothing,excludingbootsandshoesandlaundry (Novem-
ber Gazette), we find an increase from 1906 to 1924 for males of
117 per cent. on actual earnings and 126 per cent. for present
full-time earnings ; for women the increases are 140 per cent.
and 146 per cent. respectively. For the period 1914 to 1924
the full-time earnings are taken, since unemployment is
otherwise allowed for, and we get increases of 111 per cent. for
men and 130 per cent. for women. Part of this may be due.
to a shifting within the industries, and it is quite possible that
we have allotted too little of the increase to the pre-war
years, without, however, affecting our final estimate.

For boots and shoes an estimate has been made from the
returns of earnings and numbers stated each month i
the Ministry of Labour Gazette. The report contained in the
November Gazette confirms this estimate for men, but gives
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an extremely high figure for women in comparison with 1906;
as this latter has very little weight in the result it has been
adopted without criticism.

The December Gazette gives statistics for Public Utility
Services. In this case the full-time earnings at each date
are used. Actual average earnings show a greater increase.
The resulting change had in fact been computed before the
issue of the GQazette with practically the same result.

It is worth while to bring together the broad results of the
wage inquiry of 1924, issued in the paragraphs above, so far
published, with the corresponding parts of the Wage Census
of 1906. When the publication is completed it will be ex-
pedient to examine more closely the constituents of the in-
dustrial groups and to compare the methods and the detail
of the two inquiries. The tabulation here given is only a
partial and preliminary survey.

AVERAGE WEEK'S EARNINGS OF ALL EMPLOYED IN SELECTED

WEEKS.
1906. 1924.
Males. Females. Males.  Femalea.

Motals generally, incl. engin- % d. s d & d s d

eering and shipbuilding 28 1 10 8 54 8 25 3
Toxtile industries . . ° 22 11 13 5 51 6 2711
Clothing industries . . 24 2 1 3 54 10 27 6
Wood and furniture . . 24 8 — 53 6 —
Paper industries . .24 7 10 © 57 O 26 3
Printing and binding . 28 6 9 0 75 3 28 8
Bricks, pottery, glass, and

chemical industries . 25 8 10 2 56 6 24 8
Publio Utility Services . 27 & 14 6 59 11 29 10

1924 wages as 9 of 1924 wages as 9, of
6. 1914.

Metals generally, incl, engin- Males. Females. Males.  Femalea.

eering and shipbuilding . 195 237 182 222
Textile industries . . 225 208 210 194
Clothing industries . .227 244 212 228
Wood and furniture . .17 — 203 —
Paper industries . . 232 262 217 245
Printing and binding . 264 285 247 266
Bricks, pottery, glass, and

ohemical industries . 222 243 207 227
Publio Utility Services . 219 207 205 193

cs2
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In our method of computation we have allowed 7 per cent.
for increase of average earnings from 1908 to 1914 ; the last.
two lower columns show the effect of this increase when the
resulting presumed earnings of 1914 are divided into those of
1924. If infact more or less than this 7 per cent. increase took
place before 1914 our final estimate of aggregate wages would
not be affected, but the part of the increase that accrued
after 1914 would be modified.

On the k basis these industries account for 38 per cent. of
male and 40 per cent. of female wage-earners. Their aggre-
gate (k applied to the last columns) shows increases of 94 per
cent. for males and 111 per cent. for females from 1914
to 1924.

For building we know in great detail the changes in time-
rates ; there is probably, however, some under-estimate in
applying the percentages to construction, since the wages of
unskilled labour have risen faster than those of skilled.

Agricultural wages are estimated monthly by the Board
of Agriculture and Fisheries, who also make a comparison
with 1914. It is possible that with the shortened number of
hours there is more overtime and piece-work done, and if
this is so the 468 per cent. is an under-estimate.

- For transport we depend on a mass of detail of wages of
railwaymen, dockers, and road carriers. For the last named,
however, the evidence is insufficient.!

The industries so far enumerated account for 70 per cent.
of men’s work (on the k basis) ; for the remainder (for which
the estimates are marked 1) we have no sufficient evidence.
Reviewing them all together it has seemed reasonable to as-
sume the same average increase as in the aggregate of metals,
textiles, boots, printing, wood and building, which together
show an increase of 97 per cent. (except for mining and
quarrying, which have been equated to coal) ; a change of
3 points in this estimate makes only about 1 point in the
" general average.

1 As these pages were going to press we received the January 1927
Gazetle, which indicates an increase of 105 or 108 per cent. since 1906,
i.e. 97 to 100 per cent. since 1914, since buildexr’s wages rose 4 per cent.
between 1906 and 1914.
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INCREASE IN AVERAGE WEERLY EARNINGS, 1914 TO 1924,
Uxrrep Kmnepom.

Males, Females.
e jRelative Percentage | Relative
el I Y B v R e

Coal . 63 121 — —_
Other numngand quarrymg 63t 11 — —
Iron, steel, engineering and

metal work? . . 87 178 126 9
Cotton . . . . 92 19 87 18
Wool and worsted . . 140 7 136 [
Bleaching, &o. . . .| 108 5
Other textiles . 124 s} 120 1
Pottery, china, bncka

chemicals . 01 21 130 2
Boots . . . 125 9 173 2
Other elot.hmg . J 11 16 130 15
Leather, furs . . . a7 4 —_ —
Food, tobacco . . . a7 22 108t 6

. Paper . . . 0123 5 145 4

Printing . . J 0 147 12 — —
Wood and furmture 103 18 — —
Building and oonst.ructxon 95 58 — —
Other manufactures . . a7 10 108! 6
Agriculture . . . 88 50 — —
Transport . . 101 72 —_ —
Public Utility Services .| 105 — —
Personal services . . o7t 171 108t 65
Other occupations ' 108t 25

Together . . . 90-6 831 112 169

S (kr) x 100,000 =75,272 (Males) + 18,988 (Females) = 94,260.
Average percentage increase, males and females together, 94-3.

On these estimates and hypothesis we arrive at an increase
of 90-6 per cent. in the weekly average earnings of men and
boys from 1914 to 1924. The average per hour had then
increased about 110 per cent.

For women’s earnings in industry the evidence is similar
to that for men, but unfortunately this only covers 40 per
cent. of their whole sphere, for their principal activities are
in domestic and other personal service and in shops.? We
get some guide from Trades Boards minima, and it appears

1 See text, p. 36. * Including motor-cars and ships.
3 Shop-assistants are counted as wage-earners in this estimate.
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that the minimum weekly rate for adult women has in-
creased on the average from 13s. 6d. to 28s. or 108 per cent.
This is less than the increase in the industries (other than
cotton) dealt with in the recent Ministry of Labour Gazetle.
In the absence of other information it has been thought
reasonable to assume an average increase of 108 per cent. for
the aggregate of all occupations for which we have incom-
plete information. Such data as exist support this or a
higher number.

Though we cannot make any definite statement about
women’s earnings as & whole, and the +112 per cent. en-
tered is little better than an hypothesis, we can still get our
required estimate for all wages with fair precision. For the
earnings of females are in the aggregate only one-fifth of all
earnings among manual workers, and the unknown part of
their earnings only one-eighth. An error of 8 points in our
hypothesis therefore only makes 1 point in the general
result.

Reviewing the whole evidence, and observing that there
are as many indications of under as of over estimate, we con-
sider that the aggregate of earnings (£1,600 millions) stated
above (p. 30) is the most probable estimate, that for com-
parison with 1911 it is probably within 2} per cent. of the
fact, and that the margin of 5 per cent. suggested is sufficient.
The totals and averages have been tested in a number of
ways, and no inconsistency with known evidence has been
detected.

Note to p. 31—~The Cost of Living Index assumes that persons live
in houses whose rent is controlled by the Rent Restriction Acts. If, how-
ever, we re-work it on the basis that one-quarter of the wage-earners paid
rent 150 per cent. above that in 1914, while for the rest the excess was
47 per cent,. as in the standard computation, the general index would only
be raised from 175 t6 179} ; and since part of the increased rent goes to
working-class sub-letters and in some casee the rent is for new and better
houses, this seems to be an extravagant correction.

Owing to some diminution of the number of workers of under 14 years
the wage-earners as a group were very slightly more mature than in 1914 ;
this vonsideration does not, however, affect any of the calculations made.



CHAPTER V
DIFFERENT CONCEPTIONS OF ‘TOTAL INCOME’

T has always been highly desirable for those who employ

the term ‘National Income’ in various connexions to have
care in defining the sense in which it is being used and the
content of the term, but since the war it has been a para-
mount necessity because the quantitative differences be-
tween the different conceptions is now so much greater.

The concept of ‘ income ’ has been fully considered else-
where.! We therefore do not discuss here such distinc-
tions as the inclusion of the ‘annual value’ of houses in
which the owners reside and pay no rent as the money in-
come of people, and the exclusion of an  annual value’ of
furniture, pictures, motor-cars, and other long-lived assets,
yielding a fund of annual satisfaction which might be, but is
not in fact, regularly measurable in money. Nor need we
discuss the anomalies arising from omitting the money-value
of domestic services rendered by wives and daughters in
their own houses,? or the hidden profit of co-operative pur-
chasing,? nor the value of remuneration in kind, such as food
and lodging ; nor the conditions set up by Rent Restriction
Acts with a possible depression of certain values below their
natural level measured in the currency available. There are
many highly interesting and speculative questions involved
in a clear definition of income. But we take the sum-total of
the wages, salaries, rental values, profits and interest as the
broad definition of total income in the first place, and point
out in what connexion it cannot be strictly applied. ‘Na-
tional Income * might mean the total income arising within

! e. g. Bowley, ‘ The Definition of National Income ’, Econ. Jnl., March
1922 ; Stamp, British Incomes and Property, Ch. XI11 ; Wealth and Taxable
Capacily, Ch. II ; Current Problems in Finance, p. 274 8 seq.

! Since the proportion of women * occupied * to all women was nearly
the same in 1911 and 1921 the number of women engaged in unpaid house-
hold work is probably much the same as before the war, but there is more
leisure in working-class households, and more work done at home by women
formerly leisured. The change in the value of this unreckoned element of

service is not considerable.
3 Vide Roport of Royal Commission on Income-Tax, 1920, p. 166.
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a country ! (including income obtained by the brains and
direction of people and bodies resident there). This can be
called ‘A’, and irrespective of the people to whom it belonged,
and of any outflow ‘B’ to owners living abroad.* A — B will
then be the home-produced income belonging to home resi-
dents. But those residents may have a flow of investment
income from abroad ‘C’, so that the National Income is then
really A—B +C, the total reaching or accruing to the resi-
dents of a country from whatever source, and reaching them
individually or collectively. This is, indeed, the sense in
which it has usually been employed in the past.

When discussions are proceeding upon such questions as
the division of the product of industry it may be desirable
to confine the comparison to A—B. But some adjustment
of this conception is necessary when it is being used in con-
nexion with the yield of systems of direct taxation of indi-
viduals, and discussions of the distribution of wealth and
scope for savings. For a now considerable percentage of
A —B+Cisnot enjoyed by individuals at all, but is retained
by Companies in reserves and undistributed profits, getting
added to the capital fund without ever forming part of indi-
vidual incomes at all.¥ Another section belongs to charities,
clubs, co-operative societies, and municipalities.4 For 1919,
out of a total income of £2,073 millions assessed to tax £230
millions was assignable to non-personal income ‘D’ and in-

"come accruing to non-residents B.# For the year 1924 the
undistributed profits alone were in the neighbourhood of £170
millions.® The total income accruing to individuals is there-
fore (A—B+C—D).

But these money measures of aggregate ‘income’ are a

1 In Chapter VI thisisinterpreted as including the income of soldiers and
sailors away at the time of the Census, but normally resident in the United
Kingdom.

3 Public payments, interest or reparations, are brought into account in
Chapter V1.

8 Stamp, Econ. Jul., 1918, p. 277. Estimated not to exceed 118 millions
in 1913,

¢ Estimated not to exceed 60 millions for 1914, including income going
abroad. Loe. cit., p. 279. )

§ Vide Stamp, Wealth and Tazable Capacity, p. 86.

8 Report of Commission on National Debt and Taxation, pars. 47-8, 396.
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misleading picture of realities when we are considering the
value of real economic goods and services produced, because
they include certain income which is paid out of the proceeds
of taxation, and since taxation is not a deduction in com-
puting the income of the payers such income is duplicated
in the aggregation. Formerly, these things were insignificant.
The most important  transfers’ of money income or pur-
chasing power, for which the recipient renders no current
economic services, are interest on war or unproductive debt,
and pensions. If allowance is not made for such transfers
from all true aggregate of total money incomes, the aggregate
will be fictitious, and unduly high compared with any money
valuation of the annual flow of production in goods and ser-
vices, such as the Census of Production set out to measure.
Indeed, if it were not so, the greater the taxation and the
greater the sums paid as debt interest the richer would a
country appear to be.

But it is only necessary to deduct the whole of this sum E
where the aggregation of individual money incomes and in-
come in kind is complete. A partial deduction only is re-
quired from the sums aggregated in the previous chapters.

The sums corresponding to these categories are stated on
p- 47.

DUPLICATION AND TRANSFERS OF INCOME

F we take as the definition of the aggregate we wish to
measure
Social Income = consumption and saving in a year
= aggregate of U.K. individual and
collective incomes, less incomes received by compulsory re-
ductions from other incomes in return for no services or ser-
vices not rendered in the year in question ! (A—B +C—Ein
the preceding notation), we have to make certain adjust-
ments in the total that comes from adding together the three
estimates of Chapters I, IIT and IV. These adjustments are
partly the elimination of duplication, which affects the total,
and partly transfers from one class of income to another, and in
one case an addition of income not yet brought into account.

1 Economic Journal, March 1922, p. 10.
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Duplication. The interest on the National Debt, excluding
payments to the United States, is, so far as the debt is held
in this country, paid by tax-payers to holders in return for
.no current services. It has been counted twice over in the
total, just as it would be if an individual paid it to himself,
and this som should be subtracted from the totals both in
1911 and 1924. On the other hand, pensions to persons
whose income after receiving them are less than about £135
per annum have not been included in any part of the esti-
mate, and the small part ranking for income-tax may be
ignored in the total. Generally, the sums named in the follow-
ing paragraphs have not been counted in the incomes of the
recipients.

Transfers.
ExPENDITURE FROM TAXES AND RATES.
Great Britain only.!
1911-12 19246
£Mn, £Mn,
Pensions : War Office and Admiralty . . 8 60-3
Ministry of Pensions . . —_
Old Age Pensions . . . 10 24
Health Insurance : Parhnmentary Votes . . 5 7-0
Unemployment Insurance : Parliamentary Votes . —_ 128
Poor Relief 13 394
_Education, elementary and lngher Great Britain
(expenditure by local authorities) . . 30 81-2
-Public Health, Lunacy and Housing, &ec. . . 2 20-3

The sums named above are in the main deducted com-
pulsorily from the incomes above the tax-exemption limit
and do not provide for any services rendered to the payer in
the year, as contrasted with expenditure on Highways,
Police, &ec.

If we wish to compa.re the aggregate income of the rela-
tively well-to-do with that of the intermediate or working-
class, the greater part of these sums should be subtracted
from the former and some part added to the latter.

There is no doubt about the position of Pensions in such
a calculation, but some questions arise under the other head-
ings. The Insurance expenditure includes administration

1 Vide H. of C. paper, 205, 1926.
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and some contributiontothe funds. Workmen’s contributions
have been included in the wage estimates, which are of wage-
rates prior to reduction for stamps ; but the benefits which
accrue at least principally to wage-earners are, approximately,
of the value of the Government, Employers’ and Workmen’s
contributions, less perhaps the expense of administration.
The employers’ contributions have been nowhere included in
the estimate, since they are subtractive as costs in returns for
income-tax. There is therefore an addition to working-
class income and to the aggregate income of the annual
amount of employers’ contributions, perhaps £35 millions
under both schemes, and also a transfer by means of taxes to
working-class income. Against this must be set a relatively
small sum contributed by the working-class, principally in
rates, for services which do not benefit them.

Poor Relief is mainly a transfer of goods from those that
have to those that have not.

Public expenditure by local authorities on education is to
the extent of over £60 millions spent, on elementary education
mainly a transference from the general body of rate- and tax-
payers for the benefit of working-class families in the first
instance. But here and in the case of Public Health expendi-
ture (other than on housing perhaps) it is rather for the
benefit of the future community as a whole than for that of
any class.



CHAPTER VI
RESULTS OF THE ANALYSIS

HE accompanying tables, pp. 46-7, bring together the

results of the previous chapters with some additional
items and further analysis. Before considering the totals
there are a number of details that must be cleared up to
avoid misconceptions.

The 1911 statistics are taken from p. 14 of The Division of
the Product of Industry with some modifications. The total
is increased by £8 millions War Pensions, not then included,
and the unallotted Agricultural income is classed under Occu-
pation of Lands together with the entry for Schedule B.
Some estimates of minor quantities are made for comparison
of certain totals in 1924, When it has been necessary to
allow for the exclusion of Southern Ireland to make com-
parison with 1924 there has been subtracted 4 per cent. of
the income originating at home.

The total under Schedule A, Lands and Buildings, has not
been divided, since the appropriation of the deductions for
small incomes to the headings separately was too hazardous.?
~ The figures in the Table for Occupation of Land (£41 mil-

lions and £30 millions) are not comparable. The former in-
" cludes Southern Ireland. The basis of assessment in 1911
was one-third of the assessed value (or rent), but in 1924 it
was the whole assessed value. This affects the amount that

1 Statistics before the exemptions and abatements for small incomes are
subtracted are :

. Great Britain, Schedule A. £ millions.

1911-12.  1923-4.

Lands, less repairs, &e. . . 362 408

Houses and other pmperty, loss repairs, ‘& . 185-0 242:6

‘2212 2830

Less Empty property . . . . 7-4 35

discharges, &o. . . . 8 -9 330

Remainder . 2049 2465

¢ Lands ’ includes the value of farmlmnso. ‘ Hon.sel ? includes the value
of the plots on which they stand.
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was counted in the intermediate class instead of in income-
tax income, and a very large amount was exempted on appeal
in 1924 in consequence of the higher assessment. In any case
the estimate of the income from agricultural occupation is
very hazardous ; in the 1911 estimate it was taken as equal
to the rent, but the total yield was checked by the inquiry
undertaken in connexion with the Census of Production in
1906-7. If South Ireland is excluded in 1911 the estimates
included under the Income-Tax and Intermediate Classes to-
gether are very nearly the same in sterling in 1911 and 1924
a8 were the rental values (see note, p. 44). It follows that
owing to the rise in prices the real income obtained from
farming is, as here estimated, much lower in the latter year.
The question cannot be cleared up till we have another esti-
mate of farmers’ income comparable with that of 1906-7.
In considering the final margin of error we have included the
possibility that this income is £10 millions in defect. The
effect on Aggregate Income is relatively very small.

The increase under Government securities is, of course, due
to the War Loans, and it is subtracted as a ‘ transfer’ when
we come to social income.

With the lowered value of money and the rise of salaries
in currency the new income-tax exemption limit is relatively
much lower than in 1911. The total under salaries in the
income-tax and intermediate class together is £214 millions
in 1911 and £742 millions in 1924, while the estimated num-
ber of salaried persons increased from 1,670,000 to 2,800,000 ;
the average estimated salary was therefore £128 in 1911 and
£265in 1921. The increase in number is equally divided be-
tween men and women. The figures are by no means certain,
since it is very difficult to distinguish in the Occupation Cen-
sus (especially in 1911) between salaried and wage-earners,
and salaried and employers or independent workers. There
has certainly been a very large increase of women clerks and
teachers, and a considerable increase in the number of men
employed by the Central and Local Government ; but it is
believed that a considerable part of the apparent great
change in the number of salaried males is due to the unavoid-
able hazard of classification.



CONSTITUENTS OF NATIONAL INCOME, 1911 & 1924

Uxrrep KiNeDoOM.

Lands and buildings .
Occupation of land
Government securities
Government securities : not
subject to tax .
Trades and professions
Salaries .
Net difference between
assessed and full income .

Intermediate Income.
Salaries .
Other earned i mcome .
Dividends, &c. . . .

Wages.
Wages . . . .
Other Income.

War Pensions

Old Age Pensions .

Employers’ contribution to
insurance funds .

Total :—Aggregate Income.
Subtract income belonging to
foreigners
Subtract payment to Umbed
States, less Reparations .
Subtract 4 per cent, of Home
produced income for 8.
Ireland . .
Disposable® income in Great
Britain and N, Ireland .

1911

£ millions,

178
41
48

528
130

37
- 962

84
180
60
— 314

802

20
2,098

76
2,022

1. AGGREGATE.

1924,
Including S. Ireland. Excluding 8. Ireland.

Income, other than wages, above the exemption limit
(£160 in 1911, £150 in 1924),

222
30
145

25
1,130
641

25

101
89
77

& B8

2,218

267

128
8213
2

241

4,164 A-B4+C?

1 TakmgpaymentstoUS.A.nﬂlmﬂhomnndmpuixomRepan-

tions as £7 millions in 1924-5.

3 Dispoeable in the sense that the income comes into the possession of
“individuals or corporations in the United Kingdom, and can be disposed

in private or public expenditure or saved at their choice.

3 These letters indicate the corresponding classification in Chapter V.

See foot of next page.



Unrrep KingpoMm. II. RE-CLASSIFICATIONS.

1911, 1924.
Including 8. Ireland.  Excluding §. Ireland.
Home and Foreign. £ millions,
Income originating at home 1,904 4,008 A
Income from abroad, less

income belonging to foreigners 194 156 C-B
——— 2,098 - 4,164 A+C-B

Individual and Corporate.
Personal income belongmg to A+C—
residents } 1,983 3,959 B-D
Corporations income a.nd un-

divided profits . . 115 205 D
— 2,008 — 4184 A4+C-B

Earned and Unearned,
Earned {ncome :
Below exemption limit . 1,066 1,790
Salaries above exemption
limit . . . . 130 641
Farmers . 41 30
Under Schedule D . 172 399

Unearned income : —— 1,409 — 2,860
Home produced . . 475 1,020
From abroad, net . . 194 180

— 669 — 1,200

Pensions, &o. . 20 128

(Ignoring Foreign Debt and —_— —_
reparations) . . 2,098 4,188

Social Income.
Aggregate income . . 2,098
Less transfers :
Pensions . . 20 93
National Debt Interest . 16 268
—_— 36 — 361 E
Social income . 2,062
Correction for S. Ireland . 74 A4+C—
Great Britain and N, Ireland 1,988 8,808 B_E

4,174

Taxable Incoms.
United Kingdom . .
Excluding S. Ireland . . 1,994
Amounts corresponding to dassification sn Chapter V.
A. Totalincome arising with-

2,102 4230 A4C

in United Kingdom . 1,904 4,008
B. Income belonging to non-

residents . 6 56
C. Income from abroad . 200 212
D. Corporate and undivided

income 115 206

E. Transfers m;,hout actusl

servioe in the year .. 36 361
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The number of occupied persons included in the two years,
as shown on p. 12, are classified thus :

UxniTtEp KINGDOM.
Including 8. Ireland