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Memorandum.




A Memorandum on the Final Report of the
Imperial Shipping Committee on the
Deferred Rebate System.

0:

The Chief reconumendation of this Committee
on the question sumbitted for their judgment reads
as under:— ‘

“The Deferred Rebate System is plainly
““open to certain objections and although
“the Agreement System is equally open to
‘‘objections, we recommend that it should
“be given to shippers as a running
“option”’ ‘

that is, individual shippers should have the choice,

(a) of binding themselves by means of an
agreement over a certain period or by
2 running agreement subject to a cer-
tain period of determination or

(b) of remaining under the Deferred Re-
bate System.

Both the systems could thus be in operation
simultancously, but all shippers would be held by
one or other method.

Unfortunately however for the eonclusion of
the Committee though they seem to evince very
little faith in its successful operation, important
shippers have definitely stated before them that the
Deferred Rebate is an evil system, and ought to be
abolished in the interests of the development of
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trade. Pure reason and dispassionate review seem
to have convinced the Committee that the system
ought to be abolished. In this view they have
doubtless been corroborated by the recommenda-
tions ¢f the minority report of the Royal Commis-
sion on Shipping Rings and even by the findings
of the majority report of that Commission which
though not favouring the abolition of the Confer-
ence and 'the Rebate System thus lays down its
opinion against the operation of the system. “Ifis
sufficient for us to state that in our opinion the
monopoly obtained by the Conference using the
system of Deferred Rebates, has in certain cases
enabled Conferences to make larger profits and to
place rates on a higher level than they would, but
for the system, have been able to do, or at least to
arrest a possible fall in profits or rates.”

The evidence of important shippers and
_ Associations of Shippers placed before the Royal
Commission must have also shown to the Imperial
Shipping Committee the evil side of the Deferred
Rebate System. They have therefore been drawn
to the comclusion that ‘‘the Deferred Rebate
System is plainly open to certain objections.”

Thus far the view point of the Shipping Com-
mittee may be regarded as sympathetic to the joint
interests of the shippers and tradevs. But the
interests of the Ship-owners had also to be consider-
ed—perhaps demanded a more sympathetic treat-
ment in view of the disloeation arising from the
losses incurred during the Great War. British
Shippers are mostly restricted to the British Isles.
British Ship-owners, however, have an interna-
tional position and must be helped-—if necessary by -
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officiai action—to recover their old position because
the material prosperity of Great Britain is largely
dependent upon British Ship-owners. To safe-
guard their interests became therefore the duty of
the Imperial Shipping Committee who casting
about for a tie chanced upon the system of agree-
ment which sounds more equitable than the De-
ferred Rebate which is wholly one-sided.

Let us now examine the Agrecement System
and the reasons why it was selected out of the
various: alternative ties to the Deferred Rebate
System placed before the Imperial  Ship-
ping Committee. We find from the report that
there  are  three  alternatives  suggested
to ihe Committee. In this connection
attention may perhaps wusefully be drawn
to the fact that in a discussion of the alternatives
to the tie question, the Imperial Shipping Com-
mittee Report refers to the opinions of ship-owners
only. It follews therefore that the views of the
shippers were not invited upon the various pro-
posals alternative to the Deferred Rebate System.
This fact will indicate in a conerete manner, the
bias in favour of the shippers with which the whole
of the findings and the Report of the Committee
abound and to which reference has already been
made above.

ALTERNATIVE TIES TO THE DEFERRED
REBATE SYSTEM. .

(1) PREFERENTIAL ConTRACTS.—It seems to
have appeared to the Imperial Shipping Committee
that the Preferential Contracts which were in
operation in various trades before introduction of
the Deferred Rebate System may now be usefully
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revived but the ship-owners to whom reference was
made state that they were reluctant to enter info
such contracts now as they lead to trouble and jea-
lousy but if a trade became ‘‘open,’’ ship-owners
would be compelled to adopt it to ensure regular
“support. An analysis of this statement will show
that the ship-owners having got hold of a very use-
ful instrument of monopolization were reluctant to
give it up unless they were forced to do so. They
would however willingly accept the tie of Prefer-
ential Contracts if their favourite Deferred Re-
bates was abolished, by Law.,

(2) TaE AGrREEMENT SysTEM.—This system
is in operation in the South African Trade. Its
genesis however provides an excellent commentary
upon the methods by which certain ship-
owners circumvent wholesome legislation. The
Deferred Rebate System pievailed in South Africa
until it was declared illegal by law. The ship-
owners, not to be thus thwarted in their customary
mode of controlling the freedom of the shipper,
instituted the Agreement System as a tie in place of
the Deferred Rebates now declared illegal. By
this method In a way the pious intentions of the
South African Legislatures have been evaded by
the ship-owners interested in the African Trade,
The Agreement. System should be regarded
not as a preferable alternative to the Deferred
Rebate System but, a loophole by which the
recognised intentions of the Legislature
have been circumvented by interested parties, The
requisite South African Law is called “The Post
Officec Administration and Shipping Combination
Discouragement Act” which, passed in 1911, wag
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intended to deliver a flank attack upon the Deferred
Rebate System through the medium of the mail
contract. It provides that the Governor General
shall not enter into any Ocean Mail Contract with
any person who gives any rebate upon condition of
the exclusive shipment of goods by vessels of parti-
cular lines. The English Shipping Companies that
would have been brought under this Act set about
evolving new tics to keep the shippers under pro-
per control and through the South African Trades
Association which scems to consist of large ship-
pers from Great Britain who are interested in the
South African Trade succeeded in getting signed
an agreement which forms the prototype of the
one recommended as optional by the Imperial
Shipping Committee and which apparently meets

the requirements of the'South African Trade. '

The main features of the Agreement as printed
by the Imperial Shipping Committee in their Re-
port may be summed up thus:—

(a¢) It gives equality of rates and stability
of freights to large and small shippers
alike except that it does not apply to
large parcels of cargo, not being
merchants berth cargo and speecial
rates for large parcels are quoted to
mining companies, municipalities ete.,
without reference to the Trade Asso-
ciation, .

(b) The Association regarded their sup-
port as contingent on the Lines carry-
ing 1he goods at ‘‘reasonable rates.”
If they did not regard the rates as
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reasonable, either there was to be
arbitration or the signatory shipper
can give six months’ notice to termi-
nate the Agreement. The Lines
were bound to consult the Association
before making any general alteration
in rates, but could raise rate on parti-
cular commodities without notice.
Be it noted that this leaves a consider-
able amount of latitude to the ship-
owners who could enhanee the freight
rates upon particular commodities
without notice and without the ship-
per having the right to complain or to
seek arbitration. This apparently
small concession would seem to turn
the contract wholly in favour of the
ship-owner. Besides, no check seems
to have been proposed on the ship-
owner charging higher rates on com-
modities by putting them in a higher
class—an evil particularly evident in
the South African Trade at the Time
of the Royal Commission—the term
in the Agreement would even seem to
encourage this evil.

(e) In the event of competition offering
lower rates, the Lines are bound to
protect the signatories, who may with-
draw after 30 days’ notice if they con-
sider the protection inadequate.
Recently foréign lines had started
loading to South Africa, and had
quoted low rates. The Conference
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had met their shippers by reductions
in their Tariff rates on various classes
of goods in order to meet foreign com-
petition, and in addition allowed a
temporary reduction in freights on
other similar goods sent by boats
loading, first of all within a week each
way and now within a fortnight each
way, of a boat sailing from the
Continent, -

It is worth remarking that the Agreement
System has not evoked the enthusiasm of either the
shippers or the ship-owners. Sir Allen Anderson in
his evidence before the Imperial Shipping Com-
mittee stated that the South African Agreement
System was in practice working not unsatisfac-
torily, but that it was not very popular with either
side. He further added that it was cumbersome
though he had not himself come across any conerete
instances of objection to it. The general opinion
among both the parties concerned would seem to
be, particularly from the shippers’ point of view,
that of the two evils of the Deferred Rebate and the
Agreement Systems, the latter, if practicable in all
Trades, was less reprehensible in results.

It is further urged against the Agreement
System that it would be more difficult to make the
Agreement apply to all merchants generally unless
they were orgarised in one body like the South
African Trades Association. It is moreover
argued that the efficacy of the system still remains
to be demonstrated particularly so because the
system was mtroduced during the war when there
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was practically no competition but since the war as
a result of new competition from Foreign Steam-
ship Lines difficulties have already arisen as a re-
sult of the low competitive freights fixed by the
Foreign Steamship Lines.

% is further pointed out that the Agreement
System, though practicable in a well organised
trade like the one to South Africa controlled by a
Central Association like the South Africon Trades
Association with its membership mostly confined
to men of British Race and Nationality, was bound
to break down when applied to the unorganised
foreign owners and shippers belonging to various
nationalities without any cohesion or prospects of
immediate concerted action.

Another difficulty in the application of the
Agreement System is provided by Trades in which
the volume of ecargoes and the irregularity in their
flow malkes it impossible to prejudge their require-
ments. Such trades scattered in different lines ean
scarcely be brought under a system which presup-
poses for its successful operation the existence of

central organisations capable of collective bargain-
ing. ‘

Itis moreover possible that the Agreement Sys-
tem would lead to greater diserimination, more in-
jurious in its effects, than the one which prevails
under the Deferred Rebate System. If the contract
is to run for a definite period the ship-owners will
insist upon the right, conceded to every other tra-
der of selecting the persons with whom and the
cecastons on which they enter into such contracts,
It is casily seen how these factors will open up the
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possibility and strengthen the character of the dis-
crimination which would then be practised by the
ship-owner against the offending shipper.

In view of the particular nature of the Agree-
ment, the ship-owner who is bound down for a de-
finite period may well ask for guarantees from the
shippers that their part of the bargain will be kept.
Mere verbal or written assurances of good faith
will not then be enough but monetary securities
may be demanded, which will place the shipper in
a more undesirable position than the one he occu-
pies to-day.

Besides the Agreement system will open up
new avenues of interference by the ship-owner into
the private affairs,of the shipper. As against the
Rebate System under which the onus of proving
that he has given his entire support to the Shipping
Company is on the shipper, the contract system
places the onus of proving that the shipper has not
given his entire support to the Shipping Company
upon the ship-owner who will be entitled to the in-
spection of all the books and papers of the shipper
bearing on the point,

In view of the manifold disadvantages of the
Agreement System mentioned above, it is diffieult
to say how it is an improvement upon the Deferred
Rebate System. As a matter of fact it is impos-
sible for any system which puts the shipper under
a tie to take the place of the Deferrcd Rebate Sys-
tem without producing those evils which admitted-
ly flow from any system which creates a partial
monopoly for the benefit of the ship-owner by tieing
the shipper £ a particular steamship line or a con-
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ference of various steamship lines. The evil lies.
in the tie and any recommendation which through
its solicitude for the ship-owner tries to perpetuate.
the tie, call it the Deferred Rebate System or the
Agreement System as you will, cannot erradicate
the evils under which the trading community has
for a long time been groaning.

Finally we may point out that opposition to the
system of Decferred Rebates, which is the chief
iHustration of the tie principle, has made itself
particularly prominent in those parts of the Em-
pire which hove set their hearts upon the develop-
ment of a national merchant marine. South
Afriea, Australia and India have expressed them-
selves unmistakably in regard to that question.
The Self Governing Dominions of the Empire
such a» South Africa and Australia have already
1eg1blated against this repressive system; in India,
though public opinion as represented by the
Indian Press and Indian Commercial Organisa-
tions has declared against it, the Government has
so far remained unmoved, with the result that at
the Delhi Session of the Legislative Assembly in
February 1923, Mr. T. V. Seshagiri Aiyar intro-
duced a bill to abolish the Deferred Rebates and
was offered promises of whole-hearted support by a
large number of Indian Members of the Assembly.

(Copies of the Bill and our opinion thereon are en-
closed herew1th)



Mr, T. V. Seshagiri Aiyar’s Bill
for the prevention of the Deferred
Rebates. |
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- Mr. T. V. Seshagiri Aiyar’s Bill for the
prevention of the Deferred Rebates.
A
BILL.

To provide for the prevention of the Deferred
Rebates and for the prevention of rate wars and re-
sort to retaliatory or discriminating practices in
the coastal traffic of India. :

- Whereas it is expedient to provide for the
growth of an Indian Merchant Marine by guaran-
teeing fair and healthy competition and by check-
ing monopolies;

And whereas for this purpose it is expedient to
provide for the prevention of the graut of Deferred
Rebates or rvesort to retaliatory or diseriminating
practices and for the prevention of rate wars by
common carriers engaged in the coasting trade of
British India.

It is hereby enacted as follows :—

T. This Act may be called the Prevention of
Deferred Rebates Act of 192

I1I. It extends to the whole of British India.

III. Tt shall come into force on such date as
the Governor-General in Couneil may,
by notification in the “‘ Gazette of India
appoint. .

IV. In this Act, unless there is anything re-
pugnant in the subject or context—

(1) ““*A common carrier’” means a common
carrier engaged in the transportation by
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" water of passengers or property bet-

ween any two ports in British India or

. between any port in British India and

any port or place in the continent of
India.

(2) “Deferred Rebates” means a return of

3)

(4)

any portidn of the freight money by a
carrier to any shipper as a cousideration.
for the giving of all or any portion of
his shipments to the same or auny other
zarrier or for any other purpose, the
payment of which is deferred beyond
the completion of the service for which
it is paid, and is paid only if, either
during the period for which computed
or the period of deferment or both, the
shipper has complied with the terms
of the rebate agreement or arrange-
ment.

‘*A subject’’ means a person and inclu-
les a corporation, partnership or asso-
clation existing under or authorised by
the laws of British India or of the Do-

minions of princes and chiefs in alliance
with His Majesty.

“The Coasting Trade of India’’ means
the carriage by water of goods or pas-
sengers between any two ports in Bri-
tigsh India or between any port in Bri- -

tish India and any port or place in the
continent of India.

“Minimum rate’’ means a rate which
covers cost of service and ineludes a
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fair return on capital invested after
meeting depreciation and other essen-
tial charges.

No common carrvier by water shall,

direcily or indirectly in respect of the
coasting trade of India—

(a ) pay or allow or enter into any com-

(0)

* bination, agreement or understand-
ing, express or implied, to pay or al-
low a Deferred Rebate to any ship- .
per,

retaliate against any shipper by refus-
ing or threatening to refuse space ac-
commodations when such are avail-
able, or resoxrt to other discriminating
or unfair methods, because such ship-
per has patromised any other carrier
or has filed a complaint charging un-
fair treatment or for any other rea-
son;

(¢) make any unfair or unjustly diseri

natory contract with any shipper
based on the volume of freight earri-
ed or unfairly treat or unjustly dis-
criminate against any shipper in the
matter of (1) cargo space aceonmno-
dation or other facilities, due regard
heing had for the proper loading of
the vessel and the available tonunage,
(2) the loading and landing of freight
in proper condition or (3) the adjust-
ment and settlement of claims,
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VI. - The Governor-General in Couneil,
without prejudice to the right of
partics to move the eourts, upon his
own initiative may, or upon com-
plaint, shall, after due notice to all
parties in interest and bearing, deter-
mine whether any person, joint stock
company, corporation or association

engaged in the coasting trade of
India—

(1) has violated any provision of Sece-
tion 5 or,

(2) isa party fo any combination, agree-
ment or understanding, express or
implied, that involves in respect to
the coasting trade of India a resort
to Deferred Rebates and retalia-
tory or discriminating practices de-
signated in Section 5.

VII. If the Governor-General in Counecil
determines that any such person, joint
stock company, corporation or asso-
ciation has violated any such provi-
gion or is a party to any such ecom-
bination, agreement or understand-
ing he may thereafter refuse such per-
son, joint stock company, corporation
or association the right of entry for

_any common carrier directly or in-
directly under his or its control, into
.any port of British India until the
Governor-General in Couneil certifies
that the violation has ceased or such
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combination, agreement or under-
standing has been terminated.

VIII. Every common carrier shall file
immediately with the Governor-
Greneral in Couneil a true copy or,
if oral, a true and complete memo-
randum, of every agreement with
another such carrier or modifica-
tion or cancellation thereof, to
which it may be a party or conform
in whole or in part, fixing or
regulating transportation rates or
fares; giving or receiving special
rates accommodations, or other spe-
cial privileges or advantages; con-
trolling, regulating, preventing or
destroying competition; pooling or
apportioning earnings losses or
traffic; alloting ports or restrict-
ing or otherwise regulating the
number and character of sailings
between ports; limiting or regulat-
ing in any way the volume or
character of freight or passenger
traffic to be earried; or in any man-
ner providing for an exclusive,
preferential or co-operative arran-

| gement,

IX. Every carrier shall also file with the
Governor-General ‘in Council a
scale of maximum and minimum
rates.

_ X No carrier shall depart from the scale
filed in accordance with Section IX

S
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except with the approval of the Go-
vernor-General in Council.

W henever the Governor-General in Coun-

cil finds that any rate or fare is unjust
or unrcasonable, he may determine,
preseribe and order the enforcement
of a just and reasonable maximum
and minimum seale of rates and fares.

XI. ’Whenevm a carrier reduces its rates

XII.

on the carriage of any species of
freight to or from competitive points
below a fair and remunerative bagis
with the intent of driving out or
otherwise injuring a competitive ear-
rier by water, it shall not increase
such rates unless aftcr hearing, the

Governor-General in Council finds

that such proposed increase r2sts up-

on changed conditions other than the
elimination of said competition.

The Governor-General in Couneil
may by order disapprove, cancel or
modify any agreement or any modi-
fication or ecancellation thereof,
whether or not previously approv-
¢d by him that he finds to be unjust-
ly diseriminatory or unfair as bet-
ween carriers, shippers, exporters
and importers or to operate to the
detriment of the commeree of Bri-
tish India or to be in violation of
the Act and shall approve all other
agreements, modifications, or can-
cellations,
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XIII. Whoever violates any provision of
~ any Section of this Act or refuses or
fails to carry ouf the orders of the
Governor-General in Couneil shall
be liable to a penalty of a fine of not
less than Rs. 10,000 or simple im-
prisonment to a term of mnot less

than six months or both,

STATEMENT OF OBJECTS AND REASONS.

The object of this Bill is to remove some of
the main obstacles that lie in the way of the deve-
lopment of an Indian Merchant Marine. They
mainly consist of methods whereby a shipper is
practically bound to confine all his shipments to
vessels belonging to a particular shipping company
or to the members of a shipping confereqce, and
rate wars waged for stifling all competition by ruth-
less and unfair rate-cutting. Not merely is the
freedom of the shipper to ship his goods by any
vessel he may choose thus destroyed, but the pro-
gress of trade along desirable channels is also
checked, A “‘disloyal” shipper is penalised by
(@) refusal of space; (b) discrimination in the con-
tract of freight, (¢) the loading and landing of
freight, (d) the adjustment and settlement of
claims and various other diseriminatory methods.
It is the purpose of this Bill to do away with such
practices so that an Indian Merchant Marine may
grow unhampered. ~



Opinion of the Scindia Steam
Navigation Company on the Bill.
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II1.
Opinion of the Scindia Steam Navigation
Company on the Bill.

The Scindia Steam Navigation Co., Ltd..
supports the Bill (copy enclosed) introduced by
Mzr. Seshagiri Aiyar to provide for the prevention
of the Deferred Rebates and for the prevention of
Rate Wars and resort fo retaliatory or diseriminat-
ing practices in the coastal traffic of India. Taking
the Deferred Rebate System first it is our opinion
that the system hampers the growth of trade and
works essentially as a restraint upon it. We trust
it would not be out of place for us to refer a little
briefly to the history of the opposition to the sys-
tem during the last few years. As the result of
complaints from the shippers the Government of
England appointed in 1907 a Royal Commission to
investigate the question of Shipping Conferences
and the Deferred Rebates. The report published
by the Commission in 1909 presented two views
slightly different from each other. Yet the differ-
ence was marked enough to prevent any imme-
diate legislation on the subject. - The minority re-
port expressed its thorough disapproval of the
system of the Deferred Rebates as practised by the
Shipping Conferences and even the majority re-
port which suggested various methods by which the
evils of the system could be reduced to a minimum
had to remark ‘It is sufficient for us to state that
in our opinion the monopoly obtained by the Con-
ferences using the system of Deferred Rebates has
in certain cases enabled Conferences to make lar-
ger profits and to place rates on a higher level than
they would, but for the system have been able fo
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do, or at the least to arrest a possible fall in pro-
fits or rates.”

Similarly within certain limits the opinion of
the Imperial Shipping Committee on the subject as
expressed in its Report on the Deferred Rebate
System is no less condemnatory though like their
predecessors they did not feel themselves in a posi~
tion to propose the abolition of the system. They
say ‘““that the Deferred Rebate System is plainly
open to certain objections and although the Agree-
ment System is equally open to objections, we re-
commend that it should be given to shippers as a
running option.”” The evil of the system, there-
fore need not be dilated upon. Almost all the com-
mercial and most of the official opinion upon the
subject that was cxpressed before the Royal Com-
mission was against the continuation of a system
which has checked the growth of trade and as in
the case of Chittagong diverted the legitimate
trade of a port to its neighbouring rival. Equally
strong has been the evidence put before the

Imperial Shipping Committee by the shippers
interested in Indian Trade.

" Though as stated above, neither of the two
English inquiries upon the subject though aware
of the evil Lave suggested legislation against the
continuance of the system, example are not want-
ing in the British Empire ‘itself and in foreign
countries of legal measures forbidding a practice
harmful to the interests of commerce. The com-
monwealth of Australia and to a limited extent the
Union of South Africa have made the use of the
system in their respective counfries impossible
while the United States of America have com-
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pletely prohibited the payment of Deferred Re-
bates. The unrestrained activity of ship-owning
interest in this respect has also been partly cur-
tailed in France, Austria and Germany. Fuller
details regarding the laws about shipping rings
and Deferred Rebates will be found in pamphlet
No. 3 of the Indian Shipping Series entitled the
Deferred Rebate System. (Copy enclosed).

It is however not merely on the analogy of the
other countries nor merely in the interests of In-
dian Commerce that we support the abolition of
the Deferred Rebate System, but we hold that
opinion in the interests of the wider question of the
growth of a National Merchant Marine for India.
Tt is needless to refer in great detail to the use
made by the foreign existing monopolist interests
in the case of India to prevent the Indian shippers
from sending their cargo through ships belonging
to the new Indian Companies. In our opinion,
therefore, the question of the Deferred Re-
bates should be judged nor merely by its
effect upon trade—which is bad enough—
but by the easy method it provides of not allowing a
new steamship line to get a foothold in the coasting
trade of India. Indian opinion on this question
has been practically unanimous for the last 25
years. during which various attempts made by
Indian capital to own coasting tonnage have been
frustrated by the existing monopoly and as the
main and unanimous réport of the Indian Fiscal
Commission points out ‘“the system of shipping
rebates is one of the strongest buttresses of mono-
poly.”’ In the interests, therefore, of the Indian
Commerce as also of an Indian Mercantile Marine,
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we recommend the passing of the measure intro-
duced in the Legislative Assembly.

We are equally strongly in favour of the pro-
posal made in the bill to fix the minimum and maxi-
mum rates of sea freights along the coast of India.
Transport is a special branch of economies and the
laws applying to it have to be different from those
prevailing in the case of manufacturing industries.
Besides the fixing of maxima and minima for the
rates of freight is not unknown in the allied sub-
jeet of the railways., The minimum rates could
easily be fixed by knowing the cost of providing a
particular service and the upper end of the secale
could be arrived at by allowing for a certain flue-
tuation in the factors that compose shipping ex-
penditure. That there are not frequent or violent
fluctuations is proved by the fact that as a rule for
years together the rates of freight remain unchang-
ed even under the existing conditions. Rates of
freight do not change with the frequency of the
prices of commodities. It should therefore be
relatively easy task to fix various standard freight
rates—particularly so because now that the Govern-
ment of India bas appointed a Tariff Board, the
question of the freight rates of seca transport may
safely be left to that body.

Indian shipping enterprise has had very ruin-
ous experiences of the Rate wars, Whenever an
Indian cargo or passenger line has put its steamers
in competition with those of the established mono-
poly, rates of freight and fares are eut until ruin
drives out the rival from the ficld—economically
disastrous events which must be prevented at all
costs in the future,
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Maximum rates of freight will guarantee that
the shipper is not unduly exploited by the ship-own-
ing interests.

In the interssts, therefore, of Indian Com-
merce, Indian shippers and Indian shipping enter-
prise, we support the Bill introduced by Mr, Sesha-
giri Aiyar.



Mr. S. N. Haji’s Pamphlet on the
Deferred Rebate System.




27
PREFACE.

As originally planned, this pamphlet was based
upon the Report of the Royal Commission on Ship-
ping Rings published in England in 1909. Whilst
the pamphlet was going through the press, however,
the Final Report of thie Tmperial Shipping Com-
mittee on the Deferred Rebate System was publi-
shed by the Government of India. It brought out
many new and up-to-date facts. The appropriate
portions from this Report have, therefore, been in-
corporated into the body of the pamphlet.

As the present demand of India aims at the
creation and development of a National Mercantile
Marine, the luke-warm finding of the Imperial
Shipping Committee :—

‘‘that the Deferred Rebate System is plainly
open to certain objections and although
the Agreement System is equally open to
objections, we recommend that it should
be given to shippers as a running option”’

will not be acceptable to this country. The
Imperial Shipping Committee has envisaged the
whole subject of its inquiry practically from the
view-point of the shippers. It is remarkable, how-
ever, that all the evidence put before the Committee
from shippers interested in Indian trade, both in-
ward and outward, was unanimously against the
operation of the Deferred Rebates. The Calcutta
Jute Fabrics Shippers’ Association, the Baled Jute
Shippers’ Association, and the Calcutta Wheat and
Seed Trade Association made a representation
against the Rebate System as applying in the trades
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from India to United Xingdom, South Africa, the
Plate and West Coast of South America and to
China, Japan and Java. Besides, ten Trade Asso-
ciations in the United Kingdom interested in the
Indian trade made a joint representation against
the Rebate System as obtaining in the Calcutta
Homeward trade. However, the question—from
the point of view of India to-day, the very import-
ant question—of the entry of a new line into a trade
has been very cursorily treated by the Committee;
the two paragraphs dealing with the subject do not
cover even one page of ifs Report. The present
Indian feeling on the subjeet of a merchant fleet
gathers its strength not merely from the grievances
of the shippers but from the unsatisfied patriotic
spirit which, looking for an adequate national ship-
ping, is confronted with a foreign monopoly jea-
lously guarding its preserves along the coast of
India. As the main unanimous report of the
Indian Fiseal Commission points out ¢‘the system
of shipping rebates is one of the strongest but-
tresses of monopoly?’’. It is with a view to help to
clear away such a heavy obstacle from the onward

path of Indian shipping that this pamphlet has
been written. '

L

S. N. HAJY.,
DErHI,

18th February, 1923.
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Iv.
THE DEFERRED REBATE SYSTEM.

D ——

GENERAL.

The recent awakening of Indian public opinion
regarding the importance of a National Merchant
Marine as an adjunct to the economic development
of the country has prompted this study of the
Deferred Rebate System. Not only has such im-
portance been realised by the responsible Indian
Press but its echoes have been heard in the Indian
Legislature. On 12th January, 1922, Sir Siva-
swamy Aiyer moved a resolution in the Legislative
Assembly recommending the appointment of a
Committee to consider the whole question of an
Indiar Merecantile Marine. On two consecutive
days in March, 1922, the Hon. Mr. Lalubhai Samal-
das introduced in the Council of State resolutions
cognate to the same subject. All the three were,
with slight modifications, accepted by the Govern-~
ment which has since, in February, 1923, appointed
the Indian Mereantile Marine Committee to inves-
tigate the whole subject of the shipping and the
ship-building industries of India., The demands
of the members of the two Houses of Legislature
have been re-iterated by many witnesses before the
Indian Fiseal Commission.

An examination of the reasons which have
prevented the success of the many Indian Shipping
Companies floated till now reveals many interest-
ing sidelights. Much has been said in this connec-
tion about bad and inefficient management by In-
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dians. But there are, among others, two main
objections to this view. How is it that Indians
capable of managing other industries become sud-
denly incapacitated when they enter the charmed,
for them more rightly, the barred, circle of ship-
ping Besides, are not even the Americans report-
ed by some Englishmen to be incapable of efficient-
ly managing the shipping industry? Is it not true,
that in various other countries even, new Shipping
Companies are barely tolerated by the existing
monopolistic concerns even after they have failed
in their initial attempts to crush them ?

What is then, one may ask, the secret of the
sucecess of the older established organizations? Is
it economie working and super-human foresighted-
ness? No. The secret lies in the Shipping Ring
and its charm the Deferred Rebate. Immoral in
ethics, unfair in economies, and almost illegal in
Iaw, the rebate withheld by the Shipping Companies
to guarantee the loyalty of the shippers creates a
virtual monopoly. Its recognition as a method of
business must be ascribed to the lack of union and
the diversity of interests among the merchants who,
thus, fall victims to the system. The evil is not
confined to India alone. The abuse of the
Deferred Rebate System came prominently be-
fore the Glovernment of England in 1907. When
a legal judgment is doubtful, the British practice
is to expose the guilty before a Royal Commission
and such a one was then appointed to examine the
whole subject. The volumes of the ‘‘Report of the
Royal Commission on Shipping Rings with Minu-
tes of Evidence and Appendices,”” published in -
1909, provide ample material for a thorough study
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of the question in all its aspeets. The following
definitions are taken from the Report Volume :—

A Shipping “Ring”’ or “Conference’” is a
combination more or less close of Shipping Com-
panies formed for the purpose of regulating or
restricting competition in the carrying trade on a
given trade route or routes. The vessels employed
by these Companies are usually of the class known
as liners, i.e., vessels of high elass and speed,
sailing and arriving at fixed dates advertised be-
forehand. In addition to mail steamers and pas-
senger steamers, they include vessels which carry
cargo only and are known as cargo liners. In some
cases, vessels which operate elsewbere and at other -
times as tramps are also employed by the Confer-
ence Lines.

The operations of a Conference are confined to
a particular trade route, that is to say, the engage-
ments which the various companies enter into with
one another only apply to the trade within certain
definite areas or between specific ports. A steam-
ship company may be a member of several Confer-
ences, but its engagements in one are independent
of those in any other. The alliance is not one of
steamship companies for all purposes, but only as
to their operations within a specified area.

The system of Deferred Rebates, by which the
shipping conferences turn themselves into practi-
cally monopolistic and generally anti-social orga-
nizations, works as under:—

The Companies issue a notice or circular to

shippers informing them that, if at the end of a
certain period (usually four or six months) they
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have not shipped goods by any vessels other than
those despatched by Members of the Conferences,
they will be credifed with a sum equivalent to a
certain part (usually 10 per cent) of the aggregate
freights paid on their shipments during that period
and that this swm will be paid over to them, if at
the end of a further period (usually four or six
months) they have continued to confine their ship-
ments to vessels belonging to Members of the Con-
ference. The sum so paid is known as a Deferred
Rebate. Thus in the Indian Coastal Trade at the
present day the amount of the rebate payable is 10
per cent. of the freight paid by the shipper. The
rebates are calculated in respect of two six-monthly
periods ending with the 30th June and 31st Decem-
ber, respectively, but their payment to the shipper
is not due until a further period of six months has
elapsed; that is to say, as to shipments made bet-
ween the 1st January and the 30th June, the rebates
are payable on the 1st January following, and, as
to shipments made between the 1st July and the
31st December, the rebates are payable on the 1st
July next.- 1t follows that in every instance the
payment of the rebate on any particular item of
cargo is withheld by the ship-owners for at least six
months or more and that, in the case of cargo ship-
ped on the 1st January, or 1st July, it is withheld
for a period of full twelve months. If during
either six-monthly period a shipper sends any
quantity of goods, however small, by a vessel other
than those despatched by the Conference Lines, he
becomes disentitled to rebates on any of his ship-
ments by Conference vessels during that period
and the preceding one. He, moreover, courts
- another- danger. -It-is not unusual for the Con-
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ference Lines to penalize a ‘“‘disloyal’’ shipper by
refusing hira space in their steamers for subse-
- quent shipments. Fear of a possible ruin, there-
fore, prevents a shipper from patronizing a new
Shipping Company.

Iu order to obtain the rebate due to him, a
shipper has to make a statement on a form of claim
prescribed by the Conference Lines to the effect
that he has complied with the conditions of the re-
bate circular, and in the case of most Conferences,
this statement has to be sent within a prescribed
period to the Shipping Company from whom the
rebates are claimed. If a shipper has shipped goods
by more than one Company in the Conference, he
claims from each of those Companies the amount of
rebates due upon his shipments in each case. The
rebates, that is to say, are usually paid by the in-
dividual members of the Conference and not by the
Conference as a whole. 'In the Bombay Rangoon
Trade the shipper has to forward the following
letter to the Shipping Company before he can
receive the rebate due to him:—

‘“ Annexed we beg to hand you a list of our
shipments of eargo by your line of stea-
mers to Rangoon during the siz-months
ending......on the freight of which we claim
a rebate of 10 per cent in consideration of
our not having made or held any interest
whatever in other shipments from Bom-
bay to that port by vessels other than
those belonging to the British India
Steam Navigation Coy., Ld. and Asiatic
S. N. Coy., Ld., during the past twelve

months,
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Such is the essence of the Rebate System. The
methods by which it is enforced vary in different
trades. Here, however, it is only necessary to
point out that the chief object of the system is to
bind the shipper to the Conference Lines by making
the receipt of a sum of money in the form of a
rebate of freight contingent wupon absolute
“loyalty” to the Conference, so far as shipments
within the area of the Conference are concerned.
The system imposes a continuous obligation upon
the shipper to send his goods by the Conference
Lines. The shipper, it is true, is not bound to send
his goods by the Conference Lines. He does not
by contract, expressed or implied, bind himself to
do so. But for the shipper who has once sent his
goods by the Conference Lines, there is, unless he
chooses to cease shipping altogether for a consider-
able period, no day in the year on which he is free
to ship by ‘outside’ vessels, save by foregoing his
rebates. Thus the shipper, who on the 1st January,
claims rebates on shipments between the previous
1st January and 30th June, has already been
credited with a certain sum in respeect of his ship-
ments between 1st July and 31st December, but he
becomes disentitled to these if he ships even once by
an outside steamer in the next six months, and by
the time that the payment of these rebates falls due
he is eredited provisionally with others, for which
a further period of six months ‘loyalty’ has to be
served and so on, in perpetuum.

The cardinal principle of the system is that a
shipper, who during a particular period ceases to
confine his shipments exclusively to the Conference,
loges his right to the rebate not only in respect of
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goods shipped during that period, but also in ress
pect of goods shipped during the previous period.

HISTORY.

The history of the Shipping Rings and rebates
1s thus summed up by the late Sir Thomas Suther-
land, for many years, the head of the Peninsular
and Oriental Steam Navigation Company, Limited.

““Conferences, pooling arrangements and
rebates were unknown in the Eastern
trade until some years after the Suez
Canal was opened. The carrying trade
was free at all points to whosoever might
choose to put his capital into if, and yet
rates of freight were then higher than they
have been since. This state of affairs was
due to the faet that the supply of steam
tonnage was then limited. But in a very
few years, an entire change in the situa-
tion was evolved by what was called the
compound engine, and the tonnage in the
Eastern trade soon outstripped its re-
quirements. The natural result was im-
poverished rates and a struggle for exist-
ence which led to several lines withdraw-
ing from the field, although they had en=-
tered under fair enough auspices. It
was w the late seventies that the remain-
wng lines, then engaged in a hand-to-hamd
competition, began to draw together so as
to stave off disaster by coming to arrange-
ments between themselves and with their
customers.”’

The ‘‘band-to-hand competition’”’ was mnot
simply between the tramps on the one hand and the
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liners on the other but also between the different
lines of steamers; to put down and prevent such
competition became, therefore, the main object of
the Shipping Conferences. With that end in view,
the First Shipping Ring, the Calcutta Conference,
was formed in 1875. It congsisted of the Peninsu=
lar and Oriental Company, the British India Com-
pany, and one or two other lines of London, Geo.
Smith & Sons, and the City Line of Glasgow,
Rathbone Bros. & Co.,, and T. & J. Harrison of
Liverpool. After experimenting with various
forms of contract between the shippers and the
ship-owners, the system of the Deferred Rebates
was introduced in 1877 and applied to the ship-
ment of Manchester piece-goods. Having bene-
fitted by the system, the Shipping Companies lost
no time in extending it in other trades and other
routes. It was introduced in the China trade in
1879, in the Australian trade in 1884, in the South
African trade in 1886, in the West African trade
in 1895, in the River plate and South Brazil trades
in 1896, in the North Brazil trade in 1895, and in
the trade to the West Coast of South America in
1904. Practically, then, with the exception of the
Atlantic trade which is served by the spacious pas-
senger liners, the system applies to all the cargo,

except coal and special shipments, shipped out-
wards from the United Kingdom,

OBJECTS.

The sole aim of the Conferences whether ply-
ing their ships along the Indian coast or elsewhere
is to prevent competition and to raise or maintain
rates of freight.
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“Under the Deferred Rebate System,”’ says
the Minority Report of the Royal Commission on
Shipping Rings ‘‘a number of Shipping Companies
combine to s.cure a monopoly of a proportion of
the shipping trade.” They recalise their object by
undercutting their competitors (if any) in freights
until they have driven them away, and further by
agreeing among themselves to charge the same
rates of freight and to return a fixed percentage of
all freight, after a certain lapse of time, to all
“‘loyal’’ shippers ¢.e., those shippers who have not
shipped any goods by steamers not belonging to the
Ring. Matters are so arranged that the Shipping
Companies always have a portion of the returnable
freight in band. Consequently the shipper can
never free himself from the Ring, even if he can
find a steamer not belonging to the Ring which is
willing to carry his goods, except by submitting to
a sacrifice. Unless a very large shipper, he cannot
charter an entire vessel. He cannot, as a rule,
afford to lose his rebates; and so in this way he is
permanently tied to the Ring. Even if the rate of
freight has been changed while the Deferred Re-
bate is in hand, the Conference claim to retain it
if their customer ships by an outside steamer.

Strong in its monopoly, the Shipping Ring
succeeds in securing the support of even the mer-
cdhants to further its own ends. Not a few mer-
chants are interested in the Conferences either
directly as Principals or indirectly as Agents.
Thus the British India Steam Navigation Co., Litd.,
is represented at Rangoon and the Malabar ports
by very influential commercial houses. These mer-
chants are not merely naturally unwilling to
oppose the Rings, but would also utilise their local
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influence to prevent any organization of the forces
antagonistic to the Shipping Conference.

Complaints regarding the operation and the
effects of the Deferred Rebates have been made by
shippers before the Imperial Shipping Committee
" whose reporg upon the system has recently been
published by the Government of India. Broadly,
the main contention of the complainants is that the
system enables steamship Conferences to maintain
a monopoly and to set limitations to the shippers’
freedom of action. They point out that the ship-
owners, in a Conference, tie their customers to them
by means of the rebate and are thus enabled to
render it difficult for any other ship-owner to start
a service in their particular trade, and to prevent a
shipper, through fear of the forfeiture of his ac-
crued rebates, from taking advantage of any more
favourable opportunity of shipment which may
occur outside the regular lines. Thus, in effect,
they maintain that the ship-owners are able to
achieve a monopoly through which they can unduly
press on their shippers.

A similar complaint has been made by the Go-
vernment of the Commonwealth of Australia. The
Government contends that by means of the Rebate
System the lines comprised in the outward trade
to Australia from the United Kingdom prevent
shippers from taking advantage of the service of
the Government Line in the outward trade or, in
other words, that the Conference has created a
monopoly which it seeks to maintain to the exclu-
gion of the Government Line.

It is sometimes argued that the Companies
forming the Conferences compete amongst thems
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selves., How small is the scope for competition
will bé clear from the fact that the most important
item of freight is fixed and outside the limit of com-
petition. Xven before the Royal Commission on
Shipping Rings, the ship-owners when confronted
with this question eould only say ‘‘the Companies
may however compete in quicker delivery and
greater civility’’!!

It may further be objected that if the mono- .
poly is almost absolute, why is it that the Confer-
ence Companies do not charge any freights, how-
ever high, or impose any conditions, how-
ever haish, on the trade. That the rates charged
by the Shipping Conferences operating the Deferr-
ed Rebate System, are relatively high as compared
with those charged by Shipping Companies operat-
Ing in a free market, will be seen at a glanee from
the following table submitted to the Imperial
Shipping Committee :— _ _
BOMBAY-UNITED KINGDOM TRADE AS

COMPARED WITH CALCUTTA-UNITED
' KINGDOM TRADE.

The figures compare the rates from Bombay
where no Rebate System exists and from Caleutta
where it has been introduced since May, 1919:—

Bombay. Calcutta.

1st December, 1920 .. 56s. 3d.* 115s.
15th December, 1920 .. 43s. 3d.* 115s.

3rd January, 1921 .. 3l1s. -3d.* 85s.
15th January, 1921 .. 31s. 3d. 70s.
1st February, 1921 .. 31s. 3d. 70s.
15th February, 1921 .. 31s. 3d. 55s.
1st March, 1921 .. 3ls. 3d. 55s.

*The actual quoted freights are 45s., 85s., 255., but these relate to the ton
of 16 cwts, or 40 cubic feet, and they nave therefore been increased by 26 per
cent to equate them with the Calcatta freights on the basis of 20 cwts. or 50
cubic feet to the ton.



40

The voyage from Bombay took four weeks as
against five weeks from Calcutta, and therefore it
was urged that the Calcutta rate should only exceed
the Bombay rate which was regarded as being go-
verned by the world freight market by a quarter,
quite apart from terminals. The pre-war rates
were 15s. from Bombay and 20s. from Calcutta.

But a monopolist, whatever his strength, has
his limitations and like a ruling tyrant must sport,
in his own interests, the role of a benevolent des-
pot. That is the key to the character of a Shipping
Ring. If the conditions imposed were wholly un-
reasonable and the monopoly were systematically
and grossly abused, the general public could, and
no doubt would, eventually combine against the
ring and put an end fo it either by establishing
rival steamers or invoking the aid of legislation.
But the persons immediately affected are the mer-
chants who buy goods in one centre and sell them
in another and they can generally readily adjust
their dealings to suit the rates of freight and in
this way transfer the direct loss from execessive
rates of freight to the producer or the consumer.
Moreover, they are often rivals in trade and their
interests are divergent. They cannot readily com-
bine for such a purpose as the raising of capital to
build and work a line of steamers. Were a com-
peting line established however, the existing Com-
panies would do their best to harrass and drive off
the new line by lowering, temporarily, their rates of
freight; and it is also probable that the persons
who had raised the money to build up the new line
or those who had subsequently purchased shares in
the new Company, would very soon find it to their
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advantage to join the Shipping Ring. The pro-
ducers and consumers, who are really more inter-
_ested in the question than the merchants, are affect-
ed only indirectly and as a whole, and they have
very little power of combination for such a purpose
as meeting and counteracting the combination of
Shipping Rings.

Having studied the anti-social character of the
shipping monopoly, based upon the Deferred Re-
bates, let us now turn to its advantages, if any.
The advocates of the system of Shipping Rings and
Deferred Rebates argue that it is positively advan-
tageous to the community as compared with the
system of wunrestricted competition. The chief
advantages which they claim for it are:—

1.--REGULAR SAILINGS.

Ii, however, we take world shipping as a whole
and particularly the dates when the system of De-
ferred Rebates was adopted int the different trades,
we find that not merely was there a sufficiently large
number of steamers to guarantee regular sailings
in the previous period but that the very commence-
ment of the Shipping Rings dates from the years
which saw the unexpected cxcess of tonnage result-
ing either from the over-building of ships or the
increased carrying capacity and efficiency of in-
dividual vessels. The history of mcchanical and
other inventions which increased the efficiency of
steam navigation shows that they were the causes
and not the results of the establishment of Shipping
Conferences. KEven the most zealous supporters of
the Shipping Rings appearing before the Royal
Commission were not able to show that regular sail-
ings were unknown before the Shipping Rings
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‘were organized. Whatever little evidence that has
been put before the Commission on this matter goes
to show that in the ease of certain ports, such as
Colomho and Singapore, the services were as good
and regular before the introduction of the Deferred
Rebate System as they have heen since.

Cases may, however, exist in which a monopoly
is essential to secure a regular service. Such cases
are—

(1) Where the trade is very small;

(2) Where the trade is irregular, inter-
1ittent or seasonal ; and

'(3) Where it is desirable to keep open an
unprofitable trade route. (It may
here be noted in passing that the open-
ing of a new trade route is usually the
work of the “Tramp’’ and that once
the route is found to be profitable the
ring with its organization comes along
to oust the pioneer).

But even in these three cases, it is
preferable to mect the particular cir-
cumstances of the trade by means of
well-regulated subsidies if the evils of
the Conference and the Deferred Re-~
bate System are to be avoided.’

To _ rove the hollowness of the argument that
the Conference System enables regular sailings to
be maintained, attention may be drawn to the
United States of America, a country in which
shipping combinations, like others, are declared
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fllegal. There is,” however, not the slightest evi-
dence—certainly none was put before the Royal
Commission—to show that that country conse-
quently suffers in its trade from the want of a re-
gular service of steamers either in its coastal trade
or in the Atlantic or the Pacific trade or in the trade
between North and South America. What is true
of the United States would be equally true of India,
if opportunities were provided for new shipping
concerns to participate freely in the carrying trade
of the country.

As a matter of fact, witnesses examined by the
Imperial Shipping Committee have stated that
the Rebate System was not necessury in order to
matntain a regular, frequent and efficient service.
Such a service, to give Indian examples only, had
been supplied in the Caleutta homeward trade until
1919 and still obtains as regards Bombay, without
any such systcm. Moreover, a regular, frequent
and efficient serviee is maintained by the Ellerman-
Bucknall line between India and America without
any Rcbate System, which is illegal under Ameri-
can Law. This serviee is regularly supported by
the shippers who are satisfied with it and with the
rates,

Strange as it may seem, at first sight, the exist-
ence of the Shipping Rings results as a matter of
fact, in the available tonnage being reduced as new
competing lines are not allowed to be started. As
to regularity, the services provided by the Confer-
endes are very regular only when they are bound by
mail contracts. It is, otherwise, not unusunal even
for them to blank sailings when a sufficient cargo is
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not forthcoming. Merchants at all the Indian
ports could give many an example of such proce-
dure by the existing Conference Companies. When
regular sailings are provided, they are the results
not of the Conference System but of the demands
made by modern trade, which, there is reason to
believe, will insist upon and get regular sailings
even if all the Conferences in the world were abo-
lished altogether. "

It is, moreover, worthy of notice that even the
much vaunted regularity of service, in practice
usually means regularity between certain large
ports only and either the entire cessation of ser-
vices to other ports or the inconvenience and ex-
pense of effecting transhipment at the ports of call.
One of the reasons why the minor ports on the In-
dian eoast remain undeveloped is that the mono-
polistic Shipping Conference can best earn huge
profits by serving only the chief ports of India.
The present backwardness of a large number of the
ports in this country is a very strong argument in
favour of small local shipping enterprises whose
activities have so far been thwarted by the mono-
polistic combine. In this connection attention may
aptly be drawn to a speech delivered last year by
Mr. K. Venkata Reddy Naidu, Minister in the Go-
vernment of Madras. Adducing reasons for the
industrial backwardness of Madras and the decay
of the Madras ports he is reported to have said
““On the East coast there was a time when people
traded with Java, Borneo, the Straits Settlements
and even with China. But that was when native
sailing crafts were available. These sailing crafts,
not being available now and having had to depend
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upon steamships and steamships not being manu-
factured in this country, we have had to depend on
western shipping.”’

2—STABLE RATES OF FREIGHOT.

t is sometimes pointed out as one of the main
advaniages of the Conference System that it en-
ables stable rates of freights to be maintained.
Such a pravention of frequent fluctuations in
freight-rates is, no doubt, very useful to the mer-
chant who, hiowever, has to pay a price for such
stability. I'or example, in times of serious depres-
sion it may happen that prices and wages fall and
there is abundant tonnage to lift the small quanti-
ties of commodities that change hands. However,
the freight-rate remains fixed at its normal level
and the merchant loses the benefit which would
have been his, had the ordinary economic law of
demand and supply prevailed. It should, more-
over, be remembered that the normal freight is
always fixed by the ship-owner to safequard his
own profits.

3—PROVISION OF HIGH CLASS
STEAMERS.

It is, no doubt, true that the ships run by the
Conferences are as a rule high closs vessels with
good speed but similar vessels were running before
the Shipping Rings came into existence and run
even to-day in those trades which are not hampered
by the activities of the Conference. It has already
been pointed out that the best vessels are those pro-
vided for the Atlantic trade which is unfettered by
the Conference System,
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4.—-UNTFORM RATES OF FREIGHT.

Tt is claimed that under the Conference System
ship-owners ave enabled to charge the same rates to
all shippers slike whether large or small. In other
words, it is claimed that the system enables them to
protect the ‘‘small man’’ from his more wealthy
competitor, Uniform rates of freight, where they
are maintained, doubtless provide an advantage
to the small merchant and a disadvantage to the
large merchant, beeause under a system of open
competition the large merchant, dealing with large
quantities, could probably ship his goods at lower
rates of freight. This, however, is a custom pre-
vailing in almost every branch of trade and busi-
ness, and is not peculiar to the carrying of goods by
sea. Under the competition system too, the small
man gets some compensations. Ile may sell his
goods in a place where the bigger man does not
comj;cie with him, or he may get his goods through
an agent who ships a large quantity at a time and
gets a reduction of freight. In any case, the impor-
tance of this portion of the question is insignificant
as compared with the interests at stake when it is
proposed that the most important portion of the
shipping business of the world shall be carried on
under a system of monopoly,

If is, moreover, argued that a Conference does
not differentiate between the rich and the poor—
the large and the small shipper. This indeed is, to
a large extent, true. Buf it would be incorreet to
infer that there eannot be equal treatment of all
shippers in matters of freight if the Shipping Con-
ference did not exist.  Sir Stephen Demetriadi,
giving evidence before the Imperial Shipping Com.-
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mittes on behalf of ten associations in the United
Kingdom interested in the Indian trade, claimed
that in the Indiun trade before the system of De-
ferred Rebates was introduced, there were equal
rates for all shippers, and although large shippers,
by offering luarge quantities, could obtain a lower
rate, this rate became an open rate to all and the
small shipper benefitted as well.

Further, the uniformity claimed as an advant-
age of the Conference System, has not always been
mainfained. The Conference Lines give prefer-
ence to Governments and Municipalities, and not—
withstanding protests, to certain favoured mer-
chants, In regard to certain classes of goods, the
South African Conference have, in the past, violat-
ed the understanding that rates shall be uniform

for all. The Shipping Rings are known to have
“given at the Straits Settlements special advantages
to a certain number of firms. It is an open secret
- that in the coastal rice trade of Burma, preference
s shown to large shippers tn respect of (1) rate of
rebate; (2) geriod of payment; and (3) facility of
shipment,

Nor is it correct to say that there is always
complete equality. Speecial terms are given for
“large quantities’” or ‘‘contract quantities,”’ the
amount of which is apparently left very much to
the diseretion of the managers. To the argument
that the Conferences would, in their own interests,
objeet to giving preferential terms only to certain
customers oi to certain ports, the answer is that in
the past they have sometimes done so; and there is
no certainty that if at any time and place their -
monopoly is seriously threatened, they will main--
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tain uniformity of rates of freight. They are un-
der no legal chligation to give equality and the pro-
bability is that, if their monopoly is in danger they
will, if necessary, rcduce their rates of freights at
certain points for a longer or shorler period in
order to erush competition.

As a matter of fact many examples of such
preferences and diserepancics could be called from
the history of the recent coasting trade of India,
During September, 1921, when the Scindia Steam
Navigation Company—an Indian concern—herth-
ed a steamer at Moulmein for carrying sleepers
to Calcutta at Rs, 17-8-0 net, the British India
Steam Navigation Company, registered in Xng-
land, and having a practical monopoly of the
coastal traffic of India, circulated a letter among
the shippers at that port to the effeet that it was
prepared to supply them space for sleepers for Cal-
cutta at Rs. 12-8-0 less 10% rebate provided they
gave an assurance in writing that they would not
directly or indirectly support opposition steamers
and that they would confine their shipments entive-
ly to the steamers of the British India and the
Asiatic Stearn Navigation Companies, members of
the Indian Coastal Conference. "The shippers were
also informed that if they adopted the proposal,
their rebates which had been withheld owing to
their supporting an Indian Company, will be paid
after the expiry of twelve months,

Further, during the middle of 1922, the British
India Steam Navigation Company charged Rs. 9/-
per ton of riee from Rangoon to Colomho while the -
rate for rice from Rungoon to Bombay was only
Rs. 6/- the reason heing that competition between
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the two Companies had, by then, extended only to
the Rangoon-Bombay run. Later, as the struggle
grew in scope and extent the British India Com-
pany reduced their rates of freight for almost all
the Indian ports to not merely non-paying levels
but to much telow the cost of working with a view
to drive out ke indigenous company from its right-
ful place in the Indian Seas. Itis a fruitful study
in contrasts te realise that at the head of the Ship-
ping Company which has successfully tried in the
past, and which has been trying its utmost even
to-day, to stifle all Indian shipping enterprise is
Lord Incheape who, prompted by a strong sense of
Imperial citizenship, has, even in old age, under-
taken a long voyage and an arduous task to save
India from financial bankruptey!

9.—NO CARRIAGE ON SHIP’S ACCOUNT.

The remarks as to the alleged benefit of fixed
rates of freight to the small merchant are, to a
great extent, equally applicable in this case. The
abstention of the ship-owners from carrying cargo
on their own account may be of some slight advant-
age to merchants as a whole, but so far as it has
any effect on the producer and consumer that effect
is to their disadvantage. But we do not think that
there is, as a rule, any substantial sacrifice on the
part of ship-owners. The combination of the busi-
ness of the merchant with that of the ship-owner is
(except in the case of a few articles, such as coal
and cement) so difficult and inconvenient that few
ship-owners would, ordinarily, carry eargo to any
appreciable extent on their own account.

Sir Stephen Demetriadi, questioned by the
Imperial Shipping Committee as to the possibility
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of a reversion to the practice of shipment on
owners’ account in the event of the abolition of
the Deferred Rebate System, replied that the cus-
tom of abstaining from this practice would persist;
and stated that no attempt had been made to pur-
chase cargo on ship’s account in the Caleutta
Homeward trade before the Rebate System was
introduced in that trade. It may also be added
that carriage of cargo on ship’s account is un-
known in the Bombay to U. K. Continent run
though the trade from that port is not controlled
by any Shipping Conference. At all events, the
interests at stake in the carriage of goods on ship’s
account are insignificant when the shipping busi-
ness of the world is proposed to be earried on by a
system of monopolies. |

6.—COST OF SERVICE, T

It is sometimes urged that the Deferred "Re-~
bate System enables the Conference Lines to effect
economies in the cost of their services. But an
examination of the facts will reveal the unsound
character of this argument,

It is said that there is competition amongst
the various members of the Conference. Attention
has already Deen drawn to the limited scope of
such competition and what little influence it hag
had, has resulted in the provision of uneconomie
steamers too good for the particular trade they
cater for, the unfortunate merchant having to bear
the cost of such an uneconomic procedure. So far
then as the community in general is concerned, the
Conference System is economically injurious not
only in that it provides a higher class of steamers
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than required but also in that it attempts to squeeze
out, of existence the tramp steamers that admittedly
form a very large percentage of the tonnage of the
world.

Another instance ofthe uneconomic nature of,
the Conference System is provided by the inflata-
tion of tonnage to which it leads. As the Minority
Report of the Royal Commission on Shipping
Rings points out ‘“The trade reserved for the liners
of the Conference is not brought under one mono-
poly.”” It is divided into a number of local sections,
each section being the subject of a separate mono-
poly.

““With a trade which fluctuates in magnitude
from year to year, the supply of ships tends to in-
crease to the extent which will enable it to deal with
years of maximum trade and consequently it will be
in excess in the lean years. When the trade is
divided into two sections, each served by a sepa-
rate class of steamers, the tendency will be to pro-
vide 2 maximum tonnage for each section and the
aggregate of the two maxima will, as a rule, be in
excess of the maximum that would be required if
the whole trade were equally open to both classes of
steamers.”” .

- “In the same way each Shipping Ring, having
a monopoly of a particular section of the shipping
trade, will be under a temptation to provide, and
will generally provide, the number of steamers re-
quired for years of full trade in its own particular
section, and will have more steamers than required
for a year of lean trade in that section. The aggre-
gate of the shipping maintained by all the Ship-
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ping Rings will, therefore, exceed the aggregate
that would be necessary for the same trade under a

system of free competition and there is consequent
waste.”’

“To sum up then,’’ in the words of the Report
of the Imperial Shipping Committee, ‘‘regularity
of service, stability of freights and equality of
treatment, together with abstention from shipment
on ship-owners’ account, are the solid advantages
which it is elaimed by the ship-owners can only be
secured by ‘the existence of Conferences and the
Rebate System or some equally effective tie. On
the other hand, the shippers are not unanimous in
agreeing that Conferences and their ties are a

necessity without which the advantages could not
continue.”’

These alleged advantages, it should be remem-
bered, are all in the nature of only wvoluntary gifts
by the Shipping Companies and not given by them
under any contract enforcible at law, so that any or
all of them may be withheld, without the shippers
having any legal redress. |

The burden, moreover, of the uneconomic na-
ture of some of the activities of the shipping con-
cerns falls upon the merchant. He perhaps suc-
ceeds in shifting it either to the producer or the
consumer of the commodities he deals in. The
burden on the community, however, is unquestion.
ably there and can only be removed when free com-
petition is allowed to exist in the business of ship-
ping. Eventhe majority report of the Royal Com-
mission referred to above, though it does not ap-
prove of the abolition of the Conference, is con-
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strained to remark. “It is sufficient for us to state
that in our opinion the menopoly cbtained by the
Conferences using the system of Deferred Rebates
has in certaie cases enabled Conferences to make
larger profits and to place rates on a higher level
than they would, but for the system, have been
able to do, or at the least to arrest a possible fall in
profits or rates.”
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LAWS AS TO SHIPPING RINGS AND
DEFERRED REBATES.,

1—THE UNITED STATES OF AMERICA.

The relative portion of the Shipping Act of
1916, as amended by the Merchant Marine Act of
1920, reads as under:—

Secriox 14.—That no common carrier by
water shall, directly cr indirectly, in respect to the
transportation by water of passengers or property
between a port of a State, Territory, District or
possession of the United States and any other such
port or a port of a foreign country—

First—Pay or allow or enter into any com-
bination, agreement or understanding, express or
implied, to pay or allow a Deferred Rebate to any
shipper. The term ‘“Deferred Rebate’ in this Act
means a 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 pur-
pose, the payment of which is deferred beyond the
completion of the service for which it is paid, and
is made only if, during both the period for which
computed and the period of dcferment, the shipper
has complied with the terms of the rebate agree-
ment or arrangement,

Second—Use a fighting ship either separately
or in conjunction with any other carrier, through
agreement or otherwise. The term ‘‘fighting ship”
in this Act means a vessel used in a particular trade
by a carrier or group of carriers for the purpose of
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excluding, preventing, o» reducing competition by
driving another carrier out of said trade.

Third—Retaliate against any shipper by re-
fusing or threatening fo refuse space accommoda-
tions when such are available, or resort to other
diseriminating or unfair methods, because such
shipper has patronised any other carrier or has filed
a complaint charging unfair treatment or for any
other reason.

Fourth—Make any unfair or unjustly diseri-
minatory contract with any shipper based on the
volume of freight offered or unfairly treat or un-
jusily discriminate against any shipper in the mat-
ter of («) cargo space accommodation or other
facilities, due regard being had for the proper
loading of the vessel and the available tonrage;
(b) the loading and landing of freight in promner
condition; or {¢) the adjustment and scttlement of
claims. |

Any ‘carrier who violates any provision of this
section sholl be guilty of a misdemcanour punish-
able by a fine of not more than $ 25,000 for each of-
fence.

SEcTION 14 ¢.—The Board upon its own initia-
tive may, or upon complaint, shall, after due notice
to all parties in inferest and hearing, determine
whether any person, not a eitizen of the United
States and engaged in transportation by water of
passengers or property— '

(1) Hasg violated any provision of Section 14
or
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(2) Is a party to any combination, agree-
ment or understanding, express or-implied, that
involves in respect to transportation of passengers
or property between foreign ports, Deferred Re-
bates or any other unfair practice designated in
Section 14, and that excludes from admission upon
equal terms with 2ll other parties thereto, a coin-
mon carrier by water which is a citizen of the
United States and which has applied for such ad-
mission, o

If the Board determines that any such person
has violated any such provision or is a party to any
such combination, agreement or understanding, the
Board shall thereupon certify such fact to the
Secretary of Commerce, The Seeretary shall there-
after refuse such person the right of entry for any
ship owned or operated by him or by any carrier
directly or indirectly controlled by him, irito any
port of the United States, or any Territory, Dis-
trict, or possession thercof, until the Board certifies
that the violation has ceased or such combination,
agreement or understanding has been terminated.

2—AUSTRALIA.

The Australion Industries . Preservation Act
of 1906, modelled on the Sherman or Anti-Trust
Act of the United States of America, made it an
offence for any person either as principal or agent
to euter into any contract or be a member of or
enter “‘into a combination’’ with intent to restrain
trade or commerce to the detriment of the publie;
or with intent to destroy or injure by means of un-
fair competition any Australian industry, the pre-
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servation of which is advantageous to the publie,
having regard to the interests of producers, work-
ers, O cONSUIeErs,

Section 6 of the Act gave a wide significance .
to ‘“unfair ¢ompetition.”” Unless the contrary was
shown, it included a case in which *‘the defendant
with respect to any goods or services which are the
subject of the competition, gives, offers, or pro-
mises to any person any rebate, refund, discount,
or reward upon condition that that person deals,
or in eonsideration of that person having dealt,
with the defendant to the exelusion of other persons
dealing in similar goods or services.”

This Act has sinece been consolidated and
amended into the ‘‘ Australiap Industries Preser-
vation Act 1906-10"" under which shipping rebates
are definitely made illegal. This prohibition of
rebates applies to all trades outward from Aus-
tralia,

3—UNION OF SOUTIH AFRICA.

. The South African Government passed, in
1911, the Post Office Administration and Ship-
ping Combinations Discouragement Aect which
attacked the system of Deferred Rebates through
the medium of the mail contract. It provides
that the Governor-General shall not enter into any
ocean mail contraet with any person who gives any

- rebate upon condition of the exclusive shipment 'of
goods by vessels of particular lines,

4—FRANCE,

In France there was in former times much
legislation against accaparement, similay to that in
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England agaiust forestalling and regrating. The
present law is chiefly contained in Articles 419 and
420 of the Penal Code. Aeccording to the former,
all those who ‘“‘by false or calummious reports
“spread by design in the community, by offers of
“prices over the prices which the vendors them-
‘‘selves ask, by union or combination on the part
“‘of the chief holders (détenteurs) of the same mer-
“chandise or commodity, not to sell or to sell ounly
““at a certain price, or whatever fraudulent ways
““or means shall have effected a rise or fall of the
“price of merchandise or securities, above or be-
‘neath the price which would have been determired
“‘by the natural and free competition of trade, are
“punishable with imprisonment of one month to
‘‘one year, and a fine of 500 to 2,000 franes.”

Article 420 imposes severer punishment if
these operations have relation to grain, flour, fari-
naceous substances, bread, wine, or other liquor.
It was the intention of the framers of the code to
punish not merely those who resorted to moyens
frouduleuz; the alteration of prices operated by
combination was itself an offence.

““The effect of the cases,’” says Sir John MdO-
do_nell ‘“‘appears to be that any combination as to
carriage of goods which tends to produce a mono-
poly to the detriment of others is within Article
419 (Dalloz, 1901, Partie 2, 150).”

3—AUSTRIA.

The law of April 7, 1870, declares that ““agree-
‘‘ments of persons engaged in industry with the
“‘purpose of raising the price of a commodity to
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¢‘the disadvartage of the public have no legal ope-
“ration.” (See Political Science Quarterly
xx., p- 21).

6.—GERMANY.

Section 626 of the German Civil Code, enact~

“ing that ‘“‘any person who in a manner contra bonos
mores inflicts damage upon another is hound to
compensate such other in respect of such damage,”
bears upon Shipping Rings and Deferred Rebates.

Under this Section the Courts have wide dis-
cretion, and may hold to be invalid agreements
which are coatrary to what right-minded people
think fair; diseretion which enables the Court to
ititerfere where there is oppressive conduet or
where there is a monopoly; vide the judgment of
the Reichsgericht in Blumenthal v. Deutsche Aus-
tralische S. 8. Co.

“‘Even the exercise of a mere formal right is
affected by Article 826, if damage to others is
thereby inteantionally caused in a manner contrary
to public morality. The Judge is to derive his
gtandard from the conception of public morality
from the prevailibg .popular consciousness, the
sense of right on the part of all those whose ideas
are equitable and just.................. With

this musf not be econfounded a business practice
which hag actually been adopted, but which may
possibly be an abuse rather than a custom.’’

¢The economic requirement that those trades
which are indispensable for the general welfare or
business intercourse should not refuse their ser-
vices to anyhody, carries with it also, if evolved into
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a legal requirement, an obligation with respect to
the conditions of the contract. A compulsion to
effect transports obliges the contractor who pub-
licly offers to the public his services under certain
conditions to apply the same standard to the parties
interested who are dependent upon him; it denies
to him the right to exclude arbitrarily or for dis-
honest reasons any single party from the condi-
tions of transport otherwise offered to the public.
A proceeding of the latter kind, however, may
where compulsory duty does not exist, present it-
self as an act offending against public morality.
According to the ideas of decency and honesty in
trade prevailing among us, also the conduct of a
contractor for transports who excludes a single in-
dividual or group of individuals from the tariffs
generally announced to the public is considered as
an offence against publie morality, if it takes place
for the purpose of unfair competition. It would
constitute dishonest competition if in the present
case the defendants tried to causc damage to par-
ties connected with their competitors by exeeptional
tariffs solely for the purpose of dislodging or
crushing competition inconvenient to them.”
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INDIAN OPINIONS UPON SHIPPING RINGS
AND DEFERRED REBATES.

The following questions were circulated by the
“Royal Commission on Shipping Rings’’ among
various Government Officials and commercial
bodies in India. The replies received thereto are
also given below:—

QUESTIONS.

1. ‘Are you aware of any combination, agree-
ment, or understanding among Shipping Com-
panies carrying merchandise :— -

(a) between ports in India, or

(b) between portsin India and ports in the
United Kingdom, or

other ports in the British Empire, or
(c) between ports in India and foreign
countries ?

If so, what is the nature of such combination,
agreement, or understanding ¢

2. To what extent, if any, have shipping com-
binations tended to raise or maintain freights and
passenger rates. In particular, have they tended
to raise or maintain freights on goods carried :—

(a) between ports in India, or

(b) between ports in India and ports in the
United Kingdom, or ports in another
part of the British Empire, or

(¢) between ports in India and foreign
countries ¢
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! 3. Areyou aware of any cases in which open
or tacit combination among Shipping Companies
has driven off independent lines or reduced com-
petition by forcing such lines to adhere to a Con-
ference or ring of ship-owners or to a common
tariff ¢ If so, please state the circumstances. |

4. Are you aware of any instances of British
Shipping Companies carrying foreign goods at
lower rates than British or Indian goods, and if so,
under what circumstances?

5. Have any shipping combinations or com-
panies, to your knowledge, practised the granting
of rebates or Deferred Rebates to shippers? Have
they ctherwise granted preference to any shippers
or classes of shippers? If so, please state the cir-
cumstances and conditions under which such re-
bates and preferences are granted,

6. Has the policy of Shipping Conferences or
combinations, or the effect of shipping agreement
or understandings, tended to fetter truders in the
free choice of sea carriage, and if so, to what ex-
tent ¢

7. Have combinations of, or co-operations by,
Shipping Companies been productive of any bene-
ficial results to British or Indian trade during
recent years by securing stability of rates or ser-
vices, or in any other way ¢ '

ANSWERS.

No. 12265, dated Caleutta, the 18th March, 1907.
From—L. F. MorsHEAD, Esq., I.C.S., Collector of
Customs, Caleutta,
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To—The Secretary to the Government of Bengal,
: Marine Department.

| Your letter No. 433 Marine of the 21st Febru-
ary, on the subject of Shipping Rings.

2. 1 have the honour to enclose a report and
answers to the questions contained in the enclosure
to your letter so far as I have been able to obtain
information on the subject. My information has
been collected from individuals connected with the
Shipping Lines, as checked by enquiries from
others connected with exporting firms. It must
not be regarded as complete or authoritative, but
only as representing the views of the individuals
that I have been able to consult. These gentlemen,
although prepared to make general statements,
were not very willing to give specific instances
which might disclose their business.

QUEsTION No. 1.—The combinations I have
heard of are the following:—

(a) Amongst Shipping Companies carrying
merchandise between ports in India:—

Between the British India Steam Navigatioﬁ
Company and the Asiatic Steam Navigation Com-
pany.

(b) Aamongst Shipping Companies carrying
merchandise between ports in India and other ports
in the British Empire:—

(1) Between the British India Steam
Navigation Company and Messrs.
Archibald Currie’s Australian and
Indian Line (Agents, Octavius Steel
& Co.);
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(2) Between Messrs. Apear & Co., and the
Indo-China Steam Navigation Com-
~ pany (Agents, Jardine, Skinner &
"~ Co. ), in respect of their China steam-
ers sailing to Hong Kong and the
ro Stra_lts, :

(3) Between the British India Steam
Navigation Company and Messrs.
Bullard and King’s Natal Line of
_Steamers (Agents, Anderson, Wright
&Co.);

(4) It- is stated that the Bibby Line
(Liverpool to Rangoon) would like to
initiate a regular service from Cal-

" " cuttd to the United Kingdom, but that
" if they did, the P. & O. Company
would * retaliate by running their
steamers to Rangoon. It is mot
known whether this is a written or
_cunly a tacit understanding.

(¢) Amongst Shipping Companies ‘carrying
merchandise between ports in India and Foreign
countnes —

1) Bet“ ecn the Bucknall Steamships
Lme and the Hansa Line when carry-
mg eargo ‘to Ameriea (Agents for
‘both, Messrs, Graham & Co.). On this
American run the Steamers from

© ' either Line sail indiscriminately as
+he ¢ ‘American and Indian”’ Line.

(2) Between the Hamburg-American Tine
,sailing to Germany and the Hanss
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Line. (Itis not clear what the Ham-
burg-American Line is. Apparently
Messrs. Graham & Co., are the Agents
for both).

It is not clear what the. nature of the combma-‘
tions or understanding bctween these Lines.of
steamers are, The Asiatic Steam N av1gat10n Com—
pany is debarred from taking flelght to Akyab
In return the British India C’ompanj 18, said to.
allow the Asiatie ¢ rate of 4 annas a ton fm every
ton of cargo carried by the British Indm to that
port. As evidence of this statement, T find that’ the_
British India Company carry eal go flom Akyab to
Caleutta and on to Chlttagong,, whereas such carge
might be carried by the Asiatic Steam NaVIgatlun
Company from Akyab to Chittagong direct.

It is possibly a part of the arrangement bet-
ween the British India and the Asiatic Companies
that the British India should leave the Calcutta-
Java trade, as it does, to the Asiatic Line. )

The British India and Messrs. Archibald Cur-
rie’s Line are said to have agreed upon a fixed rate
to last until June, 1907 , with the object of Killing
the competition of other Lines. As evidence -of
this, I may mention that while gunnies are carried
to Colombo for 13s. 4d. per ton, they are carried
from Caleutia to Australia for 12s. 6d. per ton.

Messrs. Apear & Co. and Jardine ‘Skinner &
Co WOlk upon a yearly alrangemenf;

Messw Bullard and King work-on rates fixed
from the 1st January to-the 30th J une in ag'lee-
ment with the British India,
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. Beyond this, I have no information as to the
nature of any particular agreements. It should
be observed, however, that the Liners’ Conference,
to which all the leading Lines belong, is in a mea-
sure a large combination, because members of the
Conference meet weekly to discuss freight pros-
pects and fix rates according to the market. They
practically control rates as between Calcutta and
the United Kingdom. They are influenced by the
freight markets of the whole world.

QuEsTION No. 2—The representatives of ship-
ping firms consulted argued that combinations
maintain fair trading rates, and are a convenience
to the mercantile community, because a more re-
gular service is provided by Lines operating in
combination as well as less variable rates of
freight.

The representative of exporting firms consult-
ed agreed that the general effect of the Liners’ Con-
ference and of individual combinations was to keep
rates steady, and to prevent them falling to so low
a point as they otherwise would do in a dull season.
Some months ago trade was dull, and there was a
fall to about 15s. a ton to London, Rates were
maintained at that figure by the Liners’ Conference
refusing to take freight at anything lower, although
for some time steamers were leaving this port
almost empty. It is mot thought, so far as Cal-
cutta is concerned, that the Liners’ Conference
operates to restrici the tornage available, because
whenever there is more cargo to deal with than the
regular Liners can manage, they themselves charter
tramy steamers, or steamers from other Lines to
carry the surplus.
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QuEestioN No. 3.—Sce the .case mentioned
in1(b) (4).

The Hansa Line are said to have been squeezed
out of the South African trade when they attempt-
ed to gain a share in it by the combiaation concern~
ed (see 1 (b) (3) ), dropping rates to starvation
point, although the Hansa Line steamers were bet-
ter than those of combination.

On the other hand, a Dutch Line (I cannot as-
certain name) has obtained a footing in {he Cal-
cutta-Java trade, and has been able to come to a
working arrangement with the British India and
Asiatic Combinatior, owing, it is believed, to the
strong position in Java of the Dutech Company.

A Line called the ‘“Commonwealth’ Line
(Agents, Grahom & Co.) are said to have been dri-
ven out of competition in the Indo-Australian trade
owing to the British India and Messrs. Archibald
Curric’s combination reducing freight to starva~
tion point.

In spite of the British India and Messrs. Bul-
lard and King’s Combination, Messrs, Andrew
Weir & Co., are said to be placing an cccasional op-
position steamer on the South African Line.

The British India and Asiatic Combination is
not free from competition in the coasting trade.
(See the case of the Bengal Steam Navigation
Company of Rangoon mentioned below.)

QuEsTION No. 4—The shipping firms” repre-
sentatives stated that there were no cases of the
kind specified in this question, but it is believed that
in course of a dispute last year between the P. & O.
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and the Hansa Line, the former were offering
especially favourable terms to Antwerp shippers.

More, however, would be known about this dispute
in the United Kingdom than here.

Question No. 5.—Almost all the Lines men-
tioned in the answers to the preceding questions
appear to give either preferential rates or De-
ferred Rebates to the shippers who favour them
with their sole support. The exact circumstances
and conditions under which the preferential rates
or rchates are granted are not known.

QuesTioN No. 6.—The following instances
have bern cited of cases in which the policy of the
combinations has tended to fetter shippers in the
free choice of carriage.

The Bengal Steam Navigation Company* of
Rangoon are making a bid for the Rangoon-Chitta-
gong-Caleutta traffic. The Company is a Swadeshi
one, with a capital of 45 lakhs, and has at present
two steamers plying and two more building. Fares
lower than those of the British India and Asiatic
Combination are accepted, and the Line 1is obtain-
ing freight from Rangoon but not from Calcutta.
This is believed to be due to fact that the combina-~
tion mentioned has its principel Caleutta shippers

under a three years’ agreement, wupon which a 10
per cent. rebate depends.

Another case is that of a firm with Offices at
Calcutta and Rangoon who recently received inti-
mation from its Rangoon Office that they had
orders for rice for Durban for February-Marek

* Now defunct.
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shipment following a business in the previous
months, provided that freight could be arranged in
Calcutta by Messrs. Andrew Weir and Co.’s Stea~
mer (Agents, Messrs. Turner, Morrison & Co.) But
the firm were unable to ship by this steamer under
pain cf losing their rebate from Messrs. Bullard
and King’s Line, combination could not give
Bullard and King’s combination could not give
freight by any of their steamers, and the business
was consequently lost. '

QuEsTION No. 7.—See 2 above.- I am unable to
“quote any special instances,

L. F. MORSHEAD,

' | Collector of Customs.
Calcuita, March 16th, 1907. :

———

Letter No. 2038-6-G., dated Madras, the 1st March,
1907.

From—Commander G. J. Baver, R.I.M., Officiat-
ing Presidency Port Officer.

To—The Chief Seeretary to Government of
Madras. .

With reference to endorsement of Government
No. 228-1-Marine, dated 18th February, 1907, I
have the honour to give below answers to questions
of the Royal Commission on Shipping Rings seria-
bimi— ,

Question 1.—I1 understand that there are com-
binations among Shipping Companies carrying
choice cargo (b) ‘‘between ports in India and other
ports in the ‘British Empire,’ ”” and (¢) “‘between
ports in India and ‘foreign countries’ *
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I herewith attach copy of an agrecement now in
vogue between the British Steam Navigation Com-
pany, Limited, and the Clan Line Company from
Madras, and since the date of this agreement, i.e,,
14th May, 1890, two more Lines have joined this
combine, i.e, the Peninsular and Oriental and
Ellerman’s and the agreement will show the nature
of such combination.

Question 2.—I1 am informed that Messrs, Best
& Co., Madras, with others, strove to break the
Shipping Ring on account of the high rate prevail-
ing at the time, and that in 1901, they loaded a
tramp steamer at Pondicherry with Madras choice
cargo and oil-seeds at rate inclusive of railway
freight much below the rates which prevailed then
in Madras or the rates from Calcutta. Since that
date, the rates, I understand, have maintained a
lower level; but these rates, many say, are still too
high on account of these combinations which pre-
vent outside steamers from entering the port of
Madras. '

It evidently required the introduction of this
tramp steamer or competition by Messrs. Best &
Co., to bring the rates down, but the Conference at
once included Pondickerry and so shut out ecom-
petition in that quarter. Therefore the only con-
clusion I can arrive at is, that shipping combina-~
tions have tended to, and do tend to, eithér raise or
maintain freight on goods carried in both cases of
(b) and (¢) under Question 2. |

Regarding passenger rates, I am informed
that a2 combinatior docs exist between the Asiatic
Steam Navigation Company, Limited, and the Bri-
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tish India Steam Navigation Company, Limited,
between (@) “ports in India,”’ but I can give no
further information on this point.

Question 3.—No.
Question 4.—No.

Question 5.—The attached agreement will fur-
nish the answer required in the first part of this
question; I am unable to reply to the latter part

Question 6.—1 think it quite possible that in
some cases exports may be decreased and that com-
binations would tend to detrimentally affect trade.

Question 7.—1 am unable to answer,

No. 114, dated the 15th April 1907.

From—The Chairman, Port Commissioners, Chits
tagong.

To—The Secretary to the Government of Easternd
Bengal and Assam in the Public Works
Department, Marine Branch.

In accordance with the request confained in
your letter No. 237-T., dated the 26th February,
1907, I have the honour to submit herewith Resolu-
tion No. 20 passed by the Port Commissioners at
their meeting held on the 10th instant, together with
the Sub-Committee’s report therein referred to,
showing the views of the Port Commissioners upon
the various questions put regarding the operations
of Shipping Rings and Conferences.

2. Aswas to be expected from the constitution
of this Port Trust, there is a difference of opinion.
It is, I believe, the case that the local agents of mer-
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¢antile firms here are not made fully acquainted
with the proceedings and views of the managing
agents of shipping firms in Calcutta and London.

This probably accounts for the replies given by the
majority of the Sub-Committee upon the subject.

3. It is, however, notorious that there are
understandings between most of the Shipping Com-
panies which enter this port to quote the same rates
of freight. The British India Steam Navigation
Company and the Asiatic Steam Navigation Com-
pany, after a war of rates some years back, have
since been working on the same tariff for freights
in the coasling trade in which they are engaged.
During the last two years another company with
headquarters in Rangoon, called the Bengal Steam
Navigation Company* has been running hetween
that port and this, and freights have in consequence
been considerably reduced. TFor these two sea-
sons there has been a great demand for freights
for rice from Rangoon, and the new company is
understood to have done fairly well. I have seen
many signs that the other companies, viz., the Bri-
tish Indic Navigation Company  and the
Asiatic Steam Navigation Company, desire to get
rid of this rival. * It remains to be seen whether it
will be able to maintain a separate existence ; coast-
ing freighty here are very high (e.g., Rs. 6 a ton
from Calcutta}, and {be local agents of the steamer

companies make very considerable profits besides
on landing and other charges.

4, As regards the Caleutta Linerg Confer-
ence, I beg lo invite attention to the letter of the

* Since defunct,
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Bengal Chamber of Commerce, to the Calcutta
Port Commissioners quoted in the Chittagong
Port Commissioners’ Resolution No. 11 of the 4th
May last. From this it will be seen that the Cal-
cutta firms have been trying ““to organise’ in con-
cert with the Liners Conference, the Hansa Line,
and other “responsiblé steamship owners’ for the
stoppage of the direct trade between this port and
the United Kingdom, ““so as to capture’”’ the ocean
trade of Eastérn Bengal and not to allow Chitte-
gong to ““rise in status over that of a coasting port.”
The first attempt to do this by the reduction of the
Calcutta river dues on trade to and from
Chittagong was defeated, but there will probably

be many other attempts to carry out the policy de-
clared above. There have, I gather, been arrange-
ments as to freight between this port and the United
Kingdom with the Clan Line, which has the prefer-
ence of a jetty berth here, and with other lines
which occasionally come in here. The freights
are frequently altered, and I have had much
difficulty in ascertaining what they are. From the
port to the United Kingdom they should be less
than from Calcutta on account of the very much
lowcr pilotage charges here, but usually they are
either the same or higher. In my opinion the diver-
ston of trade from its natural seaport, (which in
our case is avmed at by Caleutlta) is detrimental to
the interests of the country.

Dated Calcutta, the 19th March, 1907.
From—MEgrssis. G, ATHERTON & Co., Calcutta,

To—The Secretary, Bengal Chamber of Commerce,
Calcutta,
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With reference to your Circular dated 16th
March, we have to say that in our opinion, the exist~
ence of Shipping Conference is of great benefit to
exporting merchants in England, importing mer-
chants in India, and the native importing commu-
nity in India in that same tends to secure stability

of rates both of freight and of prices of commodi-
ties.

No doubt rates of freight are kept thereby at a
slightly higher level tham would otherwise be the
case, but not so much as to adversely affect the
prica of goods; this is governed by the fact that a
limit to the amount freights may be raised is found
naturally as soon as they become unreasonably high,
for shipments then immediately commerce to be
made by Non-Conference Liners secretly or under-
handedly, whereas at a reasonable difference bet~
ween cutting rates and Conference rates shippers
are content to work on one and a sound basis.

We might add that the importing native deal-
ers in India for the most part are fully aware that
Deferred Rebates are paid by ship-owners in Eng-
land and they frequently receive same from the
merchant and as frequently do not, in the latter

cases it being known that the merchant retains such
rehates as part of his profit.

Dated Caleutta, the 3rd April, 1907,
From—MEssis. RALLI BrorrERS, Caleutta.

To—The Secretary, Bengal Chamber of Commerece,
Calcutta.

With reference to your Cireular No, 122 in
connection with the Royal Commission that has
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been appointed to enquire into the question of Ship-
ping Rings or Conferences the number of such com-
binations in Calcutta being well known to your
Chamber, we need only say, in a general way, as re-
gards their cffect on trade that so long as the rates
of freight are not inflated but are kept at a reason-
able and steady figuie the existence of the Rings or
Conferences is not, we consider, injurious to trade.

In our opinion, however, the system that
obtains in certain Rings of “deferring’’ payment
of six months’ rebate for another siz months is not
conducive to healthy competition for the carriage
of cargo, and necessarily reacts on trade.

Dated Caleutta, the 3rd April, 1907.
From-—MEssrs. BRKMYRE BroraERS, Calcutta.

To—The Secretary, Bengal Chamber of Commerce,
Calcutta,

With reference to yoar Circular letter No. 122,
1907 of the 16th instant, inviting replies to the ques-
tions raised by the Chairman of the Royal Com-
mission on Shipping Rings or Corferences, we beg
to submit the following :—

QUuESTION No. 1.—We propose to deal with
agreements among Shipping Companies carrying
merchandisé, as defined in clause (¢), i.c., between
ports in India and Foreign countries of which we
have had special experience. As particular in-
stances of such combinations, we would cite those
controlling the trade in gunnies from Calcutta to
River Plate ports and to ports on the West-Coast
of South America. Dealing with the first named,
the trade in gunnies to River Plate ports is a large
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and rapidly developing one, the annual tonnage car-
ried being now, say, 40,000 to 50,000 tons. Up to
1905 this merchandise was carried almost entirely
by Conference Liners vig Suez Canal with tran-
shipment at London or Liverpool, at 42s. 6d. per
ton. The Liners’ Conference enjoyed practically a
monopoly of the trade, having only oceasional
chartered steamers of small tonnage in competition
with them., The Eastern Steam Trade Conference
(commonly called the Liners’ Conference) com-
prises the following Lines running between Cal-
cutta and the United Kingdom, viz., P. & O., Bri-
tish India, City Clan, Harrison and Brocklebank
Lines. At the rate of freight named, the trade was
naturally a very lucrative one, and in 1905 two
direct Lines came into the field, in competition, the
“Lion”’ and Weir’s Lines. The Liners’ Confer-
ence tmmediately started a war of rates, and gra-
dually reduced the rate as low as 7s. 6d. to 5s. per
ton. They were successful in “freezing out’’ the
Lion Line and in coming to an arrangement with
Weir’s Lines to control the trade jointly, fixing the
rate of freight to begin with, at 27s. 6d. per ton
with a rebate of 5s. per ton. The new conditions
have been in existence sinee June, 1906, or about
nine months, during which short period the rate has
been advanced to 37s. 6d., less 5s.

The same combination (the Liners’ Conference
and Weir’s) has extended its operations to the
West Coast Ports of South Ameriea, to which ports
by the terrorism of the Rebate System, they are en-
deavouring to monopolise the carrying trade. They
have forbidden shippers, under penalty of forfei-
ture of their accumulated rebates, to ship by direct
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chartered steamer to the ports named, thus shiit-
ting out ‘“‘tramp’’ steamers by an alternative liner
route vie Hong Kong. The rate via Hong Kong
is 40s. against 55s. by the combined Liners’ Con-
ference.and -Weir’s Line, but shippers are debarred
from taking advantage of this cheaper freight.

QuEstioN Nos. 2, 3, 5, AND 6.—As relating to
clause (¢) (between ports in India and Foreign
countries) are dealt with in our reply to Question
No. 1.

QUuEesTION No. 4.—We have no comments to
offer,

QuEsTiION No. 7.—We do not consider that
- combinations of Shipping Companies have been pro
ductive of beneficial results to Indian trade, and we
especially condemn the Rebate System, by which
accumulated rebates are payable to shippers after a
long period, vn some cases after twelve months, dur-
g which time the shipper is liable to have his en~
tire accumulated rebate forfeited for any breach of
his agreements with the Shipping Combination and
is thereby fettered in Lis choice of the cheapest:
means of transit for his goods. We are not so much
opposed to a tariff rate of freight, as we recognize
that this ‘may be necessary to maintain rates of
freight on a profitable basis and to secure stability,
but we think it should be made illegal for Shipping
Combinations to retain or forfeit accumulated re-
- bates or bonus. -

We may here mention that the Australian
Commonwealth passed a Bill abolishing the Rebate
System, but the Australian Liners between Cal-
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cutta and Australia (Currie and British India
Lines) have met this by adcepting eargo in Cal-
cutta at a certain tariff rate, on condition that ship-
pers give their entire support to them, under a
penalty of paying an additional 5s. per ton on all
cargo shipped by the Currie or Brifish India Lincg
for any infringement of the agreement.

No. 29-J., dated Calcutta, the 15th April, 1907.
From—H. M. Haywoon, Esq., Jute Fabrics Ship-
pers’ Association, Caleutta.

'To—The Seeretary, Bengal Chamber of Commerece,
Calcutta.

I am directed to refer to your Circular No, 122,
1907, dated 16th March, publishing, for remarks,
official ecorrespondence in connection with the Com-
mission that has been appointed to enquire into the
working of Shipping Rings or Conferences, and
their effect upon trade.

2. In reference thereto I am directed to state
that the Committee are of opinion that these Rings
or Conferences have their uses in ensuring fixed
rates and a mwore or less regular supply of tonnage,
and are therefore beneficial to trade, provided al-
ways that they operate in such a manner as will per-
mit of periodiec competition as a means of keeping
rates from ruling above a fair level. But the grow-
ing tendency on the purt of Shipping Combinations
to defer payment of rebates for long periods mili-
tates against this desideratum, and, the Committee
are strongly of opinion, is injurious to trade.

e e ]
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No. 116-T., dated Calcutta, the 19th April, 1907:

From—D. K. CoxxisoN, Esq., Assistant Seeretary,
Calcutta Baled Jute Association, Calcutta,

To—The Secretary, Bengal Chamber of Commerece,
Calcutta.

I am directed to refer to your Circular,
No. 122, 1907, dated 16th March, publishing, for re-
marks, official correspondence in connection with
the Commission that has been appointed to en-
quire into the working of Shipping Rings or Con-
ferences, and their effect upon trade.

2. The Committee have been afforded an
opportunity of perusing the letter addressed to
you by the Committee of the Jute. Fabries Ship-
per’s Association in this connection, and I am
directed to say that the Committee of this Associa-
tion fully concur with the views therein expressed.

1, Lall Bazar Street, Caleutta, the 18th June, 1907.
From—Mzssrs. MoLL ScHUTTE & Co., Caleutta.. .

To—The Secretary, Bengal Chamber of Com-
merce, Caleutta.

Referring to your Circular No. 273-1907, dated
13th instant, re. Shipping Combines, we beg to hand
you, enclosed a report of our experience on this
subject.

Calcutta, the 17th June, 1907.
All our remarks &'efer to Gunnies only.

Question 1.—We are aware of the existence of
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shipping combines or agreements between Calcutta
and the following ports:—

a) o ' -
tb) "Penang, Singapore, Hong Kong;
(¢) Siam, Indo-Chine, Chinese Ports,

Dutch Indies.

Quest{on 2~—The Apcar, ]
Tndo-China, Lines are granting a
- British India, rebate
Java-Bengal. l

of 10 per cent. on the Singapore rates to all ship-
pers loyal to their lines, thus preventing shippers
from shipping by other lines, and maintaining in
our opinion very high rates, i.e.,, Rs. 25 per ton

to' the ‘Duteh Indies, Siam and Indo-Chma and
Rs. 22 to Shanghai.

Question 3.—When the Java-Bengal Line
first made their appearance, they offered space free-
ly at Rs. 11 and Rs. 12, respectively, to Java Ports
nett, against Rs. 25 per cent. Rs. 1-12—Rs. 23-4
nctt echarged by the combine, and actually entered
into eontracts thereat. They have now joined the
combine and are not allowed to charge less than
the combine rates. Considering that the rates of
other lines are 25 shillings to United Kingdom and
26-3 shillings to Hamburg fixed rates without any
rebates, in spite of Suez Canal dues and the longer
route, the ahove rates must he called very high. The
“Indian and African Line” are shipping gunnies
to South Africa at 10 shillings nett, against 22
shillings charged by thé ‘““Natal Direct Line of



83

Steamers’ (Agents, Anderson, Wright & Co.) In
spite of the enormous difference between these two
rates, we know from experience that some South -
African buyers are compelled to have their goods
shipped by the dearer route, so as not to lose rebates .
on previous shipments. | :

Question 5—The following lines are known to
us to grant rebates or Speecial rates of freight to
loyal shippers :— ' -

(1)—*“British India’’—Special rates to
Burma to contract shippers.
(2)—*Natal Direct Line’’—rebate of 10 per
cent, Co -
(8)—"“Apcar Line” . } Rebates to Eastern
(4)—*Indo-China Line”’ Ports.. .
(5)—*British India’ | ,
(6)—*Austrian Lloyd”—Rs. 2 rebate to

i - Levant Ports, |
| ) Rebates'
(7)—**Weir Line”’ . L - 10

.(8) —““Calcutta Liners Conférence’’ r ggl;n

| . ' J Ports.

10 per cent’”

(9) —*‘Bucknall Line”’ reé’:t"e ccfr?,-*-
(10)—‘“Hansa-American Line’’ ( freights to
| ' America.

We further understand that the Apear Line
are granting @ special rebate to a very few firms for
Sinyapore,_' thereby enablﬁng these firms to com-
pletely monspolize the gunny business to that port,
and at the same time placing them in an. unduly
advantageous position for Siam, Hong Kong, and
Java Ports. -
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Question 6.—7.—In our opinion the policy of
liners’ combinations have had a very beneficial
effect in cases where the combine have fixed rates
and do not grant rebates to any one. This is the
case to United Kingdom and Continental ports.
Those lines, however, who grant rebates, or even
Special rates, in our opinion compel traders to ship
by their lines only, thus undoubtedly influencing
freights. They are also in the habit of retaining
rebates for nine months or longer, considering them
forfeited in case of shippers not remaining loyal.

Dated Bombay, the 24th May, 1907.

From—J. B. LesLie-RocErs, Esq., Secretary, the
Mill-owners’ Association, Bombay.

To—The Under Secretary to the Government of
Bombay, Revenue Department.

In reply to your letter No. 2077, dated 26th
February, 1907, I have the honour to enclose an-
swers by my Committee to the questions propound-
ed by the Royal Commission on Shipping Rings,
with reference to the inquiry that has been institut-

ed on the subject of the operations of such “rings’’
or ‘“‘conferences’” in India,

Q. 1. A—Yes. The Conference Lines of
' stezamers, composed of the Peninsu-
lar and Oriental, the Rubattino, the

Austrian Lloyds, the Nippon Yusen

Kaisha, between Bombay, the

Straits Settlements, Hong Kong

and China. The nature of the
understandmg is-to compel expor-

ters to confine shipments to the
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above lines of steamers only, and
thus keep up the rate of freight
to the disadvantage of shippers.
(b.) A--The Conference composed of the
Clan Line, Anchor Line, and the
Ellerman Line, undertakes to bring
piece-goods from Glasgow, Liver-
pool, Birkenhead, and Manchester
to India at a fixed rate of freight,
and to allow certain rebate per ton
on all such goods to the Piece-
Goods Merchants’ Association.

Q 2. A.—The combination has certainly tend-
ed to keep up the rates of freight
on goods carried between Bombay,
the Straits = Settlements, Hong
Kong, and China, while it has check-
ed freights being inereased between
ports in the United Kingdom and
India.

Q. 3. A.—Yes. Some years ago the Austrian
Lloyds came into the China Line,
but soon entered into a combination
with the Peninsular and Oriental,
and then the Rubattino Line had to
do the same, and also the Nippon
Yusen Kaisha. The latest instance
occurred in 1895. The Nippon Yu-
sen Kaisha and the late Mr. J. N.
Tata began two lines of steamers
in 1893. The combine of the
Peninsular and Oriental, Austrian
Lloyds, and Rubattino proved too
powerful for the new lines and M.
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Tata had to retire, and the Nippon

Yusen Kaisha had to join the com-
bine.

4). 4. A—Bombay exporters to the Straits
Settlements, Hong Kong, and
Clana are penalized n favour of
shipments of cotton to Japan—a
longer distance with a lesser rate of
freight than to China.  This ts due
to Japanese influence and combina-
tion, and the Nippon Line threat-
ening to break the ring i case of
less favoured treatinent.

§. 5. A.—Yes. The above companies do give
Deferred Rebates with the object of
tying the hands of shippers, who
forfeit the rebates in case of ship-
ping by any other lines. The re-
bates are giveu after four to six
months, in order to bind the ship-
pers and not to allow them to ship
at lower rates by other steamers, or
to charter any steamers,

Q. 6. A—It has certainly tended to fetter
traders in the free choice of sea car-
riage altogether as regurds shippers
from Bombay to the Straits, Hong
Kong, and China, to the disadvant-
age of the traders and thé total
volume of trade.

Q. 7. A—We do not think any beneficial re-
sults have been proved by combina-
tion. Freight rates have been ad-
vanced and the Far Eastern Com-
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T bine threaten to advance the freight
still further, ,

Letter dated 2nd April, 1907.
From—H. Broapsent, Esq., Barrister-at-Law,
Acting Secretary, Rangoon Trades’ Asso-
, ciation.
To—W. F. Rice, Esq., I.C.S., Secretary to the
Government of Burma.

My Committee have considered your Com-
merce Department No. 875/4-S-19 of the 20th Feb-
ruary, 1907, and the accompanying list of questions
on the subject of Shipping Rings or Conferences
and their effect on Indian trade.

_They are of opinion that such rings or confer-
ences undoubtedly exist among Shipping Com-
panies carrying merchandise between Indian ports,
and Indian, Fereign and British ports, and that the
general effect of the same is detrimental to trade.

They feel, however, that their information on
the subject is limited and does not warrant them in
expressing more than the opinion given above, or
in attempting the answer in detail any of the ques-
tions appended to your letter.

No. 4460, dated Royal Exchange Building, Calcutta
, the 30th April, 1907.

From—D. K. CUNNIsON, Assistant Secretary,
Indian Tea- Association, Caleutta,
To-—The Secretary to the Bengal Chamber of Com-

meree,. Calcutta.
I am directed by the General Committee of the
Thdian Tea Association to acknowledge receipt of
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your Circular No. 122, 1907, dated 16th March,,
covering papers with reference to tne Royal Com-
mission which has been appointed to enquire into
the operations of Shipping Rings or Conferences
and their effect on British and Colonial trade. You
request that information on the points raised by the
Chairman of the Commission in his letter of 22nd
January, 1907, to the Under Secretary of State for
India should be put before your Committee, and the
General Committee aceordingly submit the follow-
ing observations obtained from the information at
their disposal, and summarising practically the
whole history of the relations between the Calcutta
Liners’ Conference and this Association,

2. The Indian Tea Association was formed at
a meeting of tea proprietors held on the 18th May,
1881. The files of correspondence for the earlier
years of its existence are unfortunately not avail-
able, and for those years the annual reports have
had to be relied on exclusively, The first reference
to the question of the rates for tea shipped from
Calecutta is in the report for the year 1886, At that
time the freight rate for tea was apparently fixed
for the whole season by the Liners’ Conference, the
rate for season 1885-6 being 50s. per ton. But the
rate for cereals and other produce, shipped by the
same steamers, fell as low as 23s. 9d. per ton on one
occasion, and varied between that figure and 30s.
So great a disparity between the rates for choice
and rough cargo was protested against by the Gene-
ral Committee, who saw no reason why it should be
maintained, and in support of their contention they
pointed out that during the preceding year the rate
for rough cargo was 20s. to'25s. per ton, and the tea
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rate was 35s. {0 40s. The Caleutta Conference re-
ferred the protest to the London Conference, but
in the meantime the principal tea houses took
action in support of the Association. They pointed
out that during 1886 the tea rate was considerably
higher in propertion to the rates for rough cargo
than it had been during the years 1883, 1884 and
1885, and they protested not only against this in~
crease, but alsc against the system of fixing an arbi-
trary rate, irrespective of the fluctuations of the
freight market. They further referred to the re-
bate which the agents of steamers were prepared to
allow to all firms shipping their teas exclusively by
such steamers, protesting strongly against the
principle involved in such a conditional concession,
and expressing the opinion that all shippers should
be placed on the same terms.

3. In reply to these representations the Con-
ference increased the rebate 5s., thus bringing the
rate down to 45s., and in a letter, dated 19th August
1886, to the Association, the Honorary Secretary
expressed the belief that this reduction quite satis-
fied shippers; as regards the rebate he observed
that all over the world it was a common practice to
allow such a concession to those shippers who might
find it to their advantage to restrict their shipments
to certain lines of steamers. Later in the same
year, the General Committee drew the attention of
the Conferer.ce to a rumour that it was proposed to
withhold a portion of the refund of 5s.; they object~
ed to such a procedure, maintaining that the re-
fund was payable in full on eompletion of the sea-
son’s shipments and on receipt of the shippers’
claims. At the same titwe they suggested that for
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the following season the Conference should fix &
rate without any refund, for regular shippers, but
apparently rv practical concession was obtained.

4. The matter, however, appears to have been
taken up strongly in London by a Special Sub-
Committee of the Indian Tea Districts’ Associa-
tion. Negotiations between the Sub-Committee
and the Conference were carried on, and it was as-
certained that the most favourable arrangement
which the Conference would make was a rate of 50s,
per ton with a rebate of 7s, 6d. to those who shipped
exclusively by their lines. This rate was calculated
on the basis of the rate of freight for rough cargo
being 30s., and a proviso was made that should the
rough cargo rate increase, the tea rate would go up
also; on the other hand, however, no concession was
1o be made in the event of the rate for rough cargo
falling below 30s. To an arrangement so obviously
one-sided as this, so strong ‘exception was taken
that an attempt was made to found a line of steam-
ers to carry the feas of all shippers for a term of
three years, ending with the season of 1889. An
agreement was accordingly entered into between in-
dividual shippers and Messrs. James Hay & Sons
of Glasgow, under which a sufficient number of
steamers (of the highest class at Lloyd’s) were to
be provided. The rate of freight was to be a net
rate of 40s. for the entire period of three years,
irrespective of war or any other contingency aris-
ing in the interval, but as a matter of fact for teas
landed at Butler’s Whart, the rate was in practice
reduced to 38s. 8d. on account of certain savings in
charges which that wharf was able to effect. Spe-
cial provision was also made for the carriage, at low
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rates, of persons connected with the business of tea
shippers. In reply to the action of shippers in
- ¢oncluding an arrangement with the Planters’
Line, as the new line was called, the Conference
dropped their rate which was then 50s, per ton, less
a rebate of 5s., payment of which was deferred for
some eight months—to 30s. per ton, with the avow-
ed purpose of crushing the former out of existence,
and this they succeeded in doing, therehy regaining
their monopoly.

5. I'rom the Report of the Association for the
year ended 29th February, 1892, when the subjeci
is next mentioned, it seems that an agreement had
been entered into between the Conference and tea
shippers, some short time after the withdrawal of
the Planter’s Line. This agreement expired on the
29th February, 1892, and the Conference, prior to
its expiration, claimed the right to withhold the
rebate, payable on the 1st August, 1892, from all
shippers who discontinued exclusive shipments by
Conference steamers. Thisled to negotiations, and
on the 18th February, 1892, a formal offer was
made by the Liners to shippers, to the effect that,
for a period of twelve months from the 24th Febru-
ary, 1892, the Liners would accept a fixed rate of
45s. per ton, subject to a rebate of 5s. payable to
those shippers who confined their shipments ex-
clusively to Conference steamers. At a special
meeting of the General Committee, held on the 25th
February, 1892, this offer was considered, and the
opinion was expressed that a rate of 40s. without
any rebate would be more acceptable. The Com-
mittee recognised, however, that the Conference
might reasonably claim & penalty for any breach of
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the agreement, and on that account they raised no
objection to the rebate. But as to the mode of its
adjustment, they took very strong exception.
Clause 4 of the agreement was as follows:—

‘“ A rebate of five shillings per ton for exclu-
‘““sive support to the Conference stea-
“‘mers, such exclusive support having
‘“been continued to the time of payment
““of the rebate, will be allowed and paid
*in London at the same periods after
“‘the same intervals, and subject to the
“‘same conditions as the rcbates at pre-
‘“sent allowed by the Calcutta Confer-
““ence to shippers giving the stecamers
*“of the Conference their exclusive sup-
‘‘port, that is to say, the rebate will be
‘‘calculated and paid on periods of four
‘““months, the rebate in respeet of the
“period from April to July, both inclu-
‘““sive hecoming payable as soon after the
““1st December as the accounts can he
““made up; the period from August to
‘“November becoming payable on, or as
‘“‘soon as may be, after the 1st April
“following; and the period from
‘‘ December to March, hoth inclusive, be-
““coming payable on, or as soon as may
‘“be, after the 1st August following, the
““rebate in respeet of each period being
‘‘conditional on exclusive support by
‘‘the parties claiming the same respee-
““tively being continued to the date
““awhen rebate becomes payable, or if
*‘this agrcemext be put an end to by the



93

“parties of the first part at an earlier
““date then to such earlier date.”’

By this clause shippers were thus bound to
ship their teas exclusively by the Liner steamers
for some months after the expiry of the agreement
under pain of forfeiting the rebate in respect of
the period from December to March, which did not
become payable till 1st August. The Committee,
therefore, unanimously resolved that they could not
consider any new agreement until the Liners’ Con-
ference would consent to pay the rebate in full due
to all exclusive shippers for the period ending 29th
February, 1908, and to cancel the objectionable
conditions of clause 4 in the old agreement (quoted
above). The Committec also decided that in any
new agrecment it chould be distinetly declared that
agents would have full power to ship by other than
the Liner steamers, if so ordered by directors or
proprietors ot certain companies or concerns with-
out prejudice to their claims for rebate on exclu-
sive shipments made by other companies or con- -
cerns on the steamers of the Liners’ Conference.

6. These resolutions were duly intimated to
the Liners’ Conference, and in the following May,
a reply was received to the effect that after refer-
ence to London the associated Liners were opposed
to any alteration in the then existing Rebate Sys-
tem. But in the meantime the Brocklebank Line
had in April, begun booking tea at a net rate of 35s.
per ton—the Conference rate at the same time being
45s., less the Deferred Rebate of 5s., and the An-~
chor Line, a Member of the Conference had with-
drawn from the Conference and reduced their rate
for tea to 35s. also, Counsel’s opinion was taken
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by the Committee on the question of whether ship-
pers were not entitled o ship by the steamers of
that Line up to 1st August, 1892, without run-
ning the risk of forfeiting the rebate for the period
from December to March, under the agreement
with the Conference. Counsel’s opinion was in
favour of shippers, on the ground that the ‘‘An-
chor’’ Line was one of the constituent members of
the Conference and one of the Lines by which
shippers had contracted to ship, and they were,
therefore, fulfilling the conditions of the agree-
ment in using this Line. Counsel also expressed
the opinion that by the withdrawal of this Line, the
Conference, as contemplated by the agreement, no
longer existed, and consequently shippers were re-
lieved from their obligations without prejudice to
their right to the rebate up to the 29th of February.
As indicated above, the main objection to the rebate
clause lay in it being so worded as to prevent ship-
pers withdrawing at the termination of the agree-
ment, excepi by forfeiture of the rebate for the last
four months; this made it impossible for any equit-
able agreement to be made, as shippers would prac-
tically be tied down by the old agrcement in per-
petuity.

7. At a joint meeting of the Indian Tea Asso-
ciation and the Calcutta Tea Traders’ Association,
held on the 6th June, 1892, the following resolution
was passed, with only one dissentient:—

“That this meeting protests against the man-
“ner in which the Liners have pressed
‘“‘the rebate clause after the termination
“‘of the agreement, and considers it is
¢‘best in the interests of the Indian tea
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‘““¢trade that no monopoly be given for
‘““carrying tca to any Line or Lines of
‘‘Steamers.”’

This resvlution was forwarded to the Secretary
of the Liners’ Conference, with the remark that
Agents representing 83 out of 109 million lbs. of
tea had signified their approval of it. On the 30th
July, 1892, a second joint meeting of the two Asso-
ciations was held, and the following resolution was
passed, with only one dissentient, and also com-
municated to the Secretary of the Liners’ Confer-
ence i—

“That this meeting confirms the resolution
‘‘passed at the meeting of the 6th June
“‘last, and agrees not to restrict their
“shipments of tea to the steamers call-
‘“‘ing themselves the Conference Liners,
“and refuses to recognise any rebate
‘‘clause on shipping orders or bills of
‘‘lading after 1st August.”
_ On the 3rd August, the Secretary of the Lin-
ers’ Conference wrote that the Confercnece had de-
cided to abolish the rebate elause, and that the rate
had been fixed for the present at 25s. per ton. In
Octobeér, tea shippers applied to the Secretary of
the Conference Liners in London for the usual re-
bate of 5s. per ton on their shipments, but he re-
plied ‘‘the Secretary to the Conference in Calcutta
‘“‘advises that you have given support to the opposi-
‘‘tion, instead of confining shlpments to the Con-
‘‘ference steamers.”

8. About the end of 1892, the Brocklebank
Line apparently joined the Conference, and early
in 1893 this association endecavoured to arrange an
agreement for one yearswith the Conference at a
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rate of 10s, per ton over the rate for rough cargo
' with a minimum of 25s. per ton. The Liners, how-
ever, offered a three years’ agrecment at 158. per
ton over the rough cargo rate, with a minimum of
35s., a rebate of 5s. per ton to be payable after six
months. The association, however, at a meeting of
20th January, 1893, adhered to their proposal of
10s. per ton over rough cargo rates refused the re-
bate, but offered to raise the minimum to 30s. for a
three years’ agreement. As the Liners refused ta
concede these terms, negotiations were subsequent-
ly opened with the representatives of two lines of
steamers to start @ new line, to be called the “India
Mutual Line,”” and an agreement with this line was
entered into on behalf of shippers. The rate for
three years—commencing May, 1894—under this
agreement was to be Ts. 6d. per ton over the rough

cargo rate, with a minimum of 27s. 6d. and no re-
bates.

9. In October, 1893, whilst negotiations bet-
ween the new line and shippers were going on, the
Conference increased their rebate 7s, 6d. per ton,
and for May, 1894, when the first steamer of the
new line was to sail, the Conference rate was fixed
at 37s. 6d. with a rebate of 12s. 6d. per fon, making
a net rate of 25s., the rate for the new line being
27s. 6d. This action by the Conference naturally
" attracted a large quantity of shipment of tea, with
the result that the new line found the rates un-
remunerative, and in February, 1895, they express-
ed their willingness to cancel the contract in resg-
pect of the remaining two years. After considera-
tion, shippers agreed to release the India Mu-
tual Line, having meantime arranged what they
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‘considered to be satisfactory terms with the Liners’
Conference. These terms were embodied in an
agreement, dated 22nd April, 1895, and terminable
on two years’ notice, but not before 31st March,
1900. Interalia, this agreement contained the fol-
lowing clause :-—
““The rate of freight to be paid by the par-
“‘ties of the second part to the parties of
‘‘the first part for the carriage of his or
““their tea shall be ascerfained and de-
“termined in the following manner:—
“The rate of freight for each month
“‘shall be fixed in Calcutta on the
“first of the month, or as soon
“‘thereafter as may be reasonably
“possible, on the basis of the
“average or wmean of the rate for
‘““jute, linsced and wheat from
‘Calcutta to London during the
“previous month, as shown by
“the quotations taken from any
“recognised Weekly Freight
‘““Circular, with the addition of
¢15s. per ton of 50 cubic feet, sub-
“ject to u discount of 5s. per ton
““to be deducted when freight is
‘fpaid.J’
The potny which mainly influenced shippers in
making this new arrangement was that at last the
‘Liners’ Conference conceded the vexed point of De-
-ferred Rebates, which had previously meant the
locking up of rebates of 5s. to 12s. 6d. per ton for
-8ix to eight inonths as a guarantee that no tea-would
be shipped in other than Conference steamers.
10. For the carlier period of the currency of
this agreement it appears to have worked fairly
“well, but afer a time complaints began to be made
in regard to certain abuses that had, it was alleged,
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crept in. The Conference Liners were accused of
artificially inflating the rates to London for rough
cargo jute, Jinseed and wheat—so that they ceased
to be a correct freight indicator, with the vesult that
the tea had te pay a mueh higher rate than it should
have done. In ascertaiuing the rates for tea
monthly, the figures taken were not those at which
actual business had been done, bul those of the
quotations from any recognised Weekly Freight
Circular, and this system was not considered satis-
factory by shippers who had signed the agreement
on the understanding that the rate of freight on
tea would automatieally rise and fall in sympathy
with the open freight market, while it was believed
“that the rates of freight payable on jute, linseed
and wheat would coustitute a correet and sensitive
indicator of the homeward freight position, In
conseguence of the dissatisfaction of shippers, sug-
gestions wers frequently made that the agreement
with the Liners’ Conference should be terminated.

11, TIn 1902, the matter was brought promi-
nently before the Association by a member, who
pointed out that in the beginning of February of
that year, a large freight business was done at 17s.
6d. for rice and wheat, with option 20s. for linseed
and jute. Quotations were then raised to 20s. for
rice and wheat and 22s. 6d. for linsced and jute,
and remained at those figures till the end of March,
Little business was done at this advance, and from
an examination of the rough eargo engagements it
was estimated that the average rate earned by the
Conference on shipments made during the months
of February and March, were: rice and wheat 18s.
3d. and linseed and jute 20s, 9d., whereas the tea
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rate for March and April was based on rates 1s, 9d.
higher. Instead, therefore, of paying 10s. above the
rough cargo rate, tea shipped during those months
had really to pay 11s. 9d. over it,

12. It was further pointed out that in the
summer months of that year (1902) the rates for
jute, linseed and wheat had been pitched so high by
the Conference that shippers of cargo other than
tea had found it advantageous to charter outside
tonnage for the London market. Those charters
were concluded in London, so that the rates of
freight were not disclosed in Calcutta. But parti-
culars in regard to one steamer chartered for the
United Kingdom and the Continent and despatched
to London in August were known. The rates for
a full assortment of cargo at charterers’ option
were 15s. 6d. for one port or 16s. 3d. for two ports.
Her cargo consisted of the following :—

788 tons jute ete., which at
Jonference rate 17s.

6d. would be . .. 68910 O
1,083 tons linseed, which at
Conference rate 17s.

6d. would be .. oo 947 12 6
100 tons lac., ete., which at
Conference rate 206s.

3d. would be e .. 131 53 0
or 1,971 tous, giving a total
freight as per Con-

ference rates of .. .. 1,768 7 6
£ s d.
= per ton .. .. 018 0
whereas the vessel was
chartered at .. 016 3

The saving on Confer-

ence rates heing
]

thus per ton ., .. 01 9
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Or, if the steamer had been despatched to London
only, the saving would have been per ton 2s. 6d.

-13. In order to make up for the cargo lost
by this chartering of outside tonnage, the Confer-
ence—whilst still maintaining their unduly high
rates for London—booked cargo for ports such as
Dimdee, Hull, Hamburg, Antwerp, cte., to be tran-
shipped at London and forwarded to destination at
the expense of the Conference. The through rate
of freight for such cargo had formerly been the
London rate, plus cost of transhipment and for-
warding to port of destination; but at this time,
though the cost of forwarding to the outport might
be five or six shillings per ton, the exclusive or
through rate had been gradually lowered until it
had eome down to the bare London rate or even
lower. Jute was actually being booked by the Con-
ference liners through the Dundee vi¢ London at
16s. 3d. whilst the rate of jute to London was kept
up at 17s. 6d. and the tea rate caleulated aeccord-
ingly.’

14. The following conclusions may accord-
.ingly he deduced— (1) that as a consequence of the
Conference quotations being too high, outside
steamears were tempted to come in and take London
cargo; and (2) that to make up for this loss the
Conference, at considerable loss to themselves, had
to take transhipment cargo which ordinarily would
have been taken in outside tonnage at no such
sacrifice. The unrecouped transhipping expense
incurred by the Conference on through cargo ship-
ped in July and August was estimated at no less
than £4,000. It may have been a great deal more,
but in any case no such cutlay need have been in-
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curred had the Conference adapted their rates to
the true market level. This £4,000 was practically
the price paid by the Conference for bolstering up
their London rates, and that sum- was taken from
tea shippers, the rates for whose tea were kept up
by the unnatural inflation of the London rates for
rough cargo. s g s

15. A careful calculation was made to ascer-
tain what the rates for jute, linseed and wheat
would have been during July and August in the
absence of artificial causes, and to assist in defer-
mining these a survey was made of the homeward
freight market since 1835. It was found that
from May {o November, 1896, and from May to
Aungust, 1897, the general conditions were similar
to those prevailing during these two months, From
June to December, 1896, and from June to Sep-
tember, 1897, the tea rate averaged rather less than
27s. 6d. as against 31s. 3d. for July and August,
1902. On these figures, therefore, the tea was be-
ing charged 3s. 9d. too high, and on the estimated
quantity of {ea shipped to London, including Chit-
tagong shipments which were governed by Cal-
cutta rates, during the two months of July and
August, the excess charged on shippers worked out
£7,500. Even taking the overcharge at only 2s. 6d.
per ton, the sum is £5,000 as against £4,000 loss by
the Conference in transhipment mentioned in para-
graph 14. It was the view of shippers that the
action of the Conference, in producing this infla-
tion of the tea rate by basing it on artificial rough
cargo rates, was entirely unwarranted.

16. During the years following 1902, the feel-
ings of dissatisfaction at the methods of the Con-
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ference continued; but it was not until 1905 that
the notice of the termination of the agreement of
1895 was definitely given by tea shippers. The
fact that two years’ notice of termination was
essential was largely responsible for the delay in
notice being given, as it was always hoped that a
~ compromise giving reasonable conditions to both
shippers and liners would be arrived at. Negotia-
tions, however, were unsatisfactory, and in Sep-
tember, 1905, notice of fermination was given.

17. The present position of the matter is that
a new agreement has been arranged under which
the liners agree to a rate of 32s. 6d. per ton with a_
“disecount’ of 5s., to be deducted when the freight
is paid. The agreement takes effect from 7th Sep-
tember, 1907, and is terminable by six months’
notice on either side, hut, in any case, not before
6th September, 1910. The use of the word *‘dis-
count’’ in no way removes the objection which ship-
pers have to any form of rebate: they desire a net
rate, which the Conference will not concede. For
all purposes the ‘‘discount’’ offered is precisely the
same as the former ‘‘rebate,”’ the difference being
merely verbal.

18. In conclusion, I am directed by the Gene-
ral Committee to ask that this outline of the tea
shippers’ relations with the Shipping Ring which
controls the Caleutta freight market may be passed
on to Government for transmission to the Royal
Commission. The shippers have been suceessful
in indueing the Conference to agree to a fixed rate
per ton for tea, so that the inflation of the rate'by
artificially raising that for rough eargo, will, for
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the time being at least, be impossible, and they havé
seen the Deferred Rebate abolished. I am now de-
sired to express the hope that the Royal Commis-

ston may recommend that measures should be taken
to put a stop to the wholé system of rebates.
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