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THE UNITED STATES SHIPPING BOARD

ORGANIZATION

On July 1, 1927, the United States Shipping Board was composed
of the following members: T. V. O’Connor, chairman; E. C. Plum-
mer, vice chairman; and Commissioners W. S. Benson, W. S. Hill,
Jefferson Myers, P. S. Teller, and R. K. Smith.

T. V. O’Connor (chairman), Great Lakes, was appointed a mem-
ber June 9, 1921, term five years; reappointed June 15, 1926, for a
term of six years from June 9, 1926; term expires June 8, 1932.
Edward C. Plummer (vice chairman), Atlantic coast, was appointed
June 9, 1921, term three years; reappointed May 23, 1924, term six
years from June 9, 1924 ; term expires June 8, 1980. W. S. Benson,
Atlantic coast, served under a recess appointment from December 1,
1920, to March 4, 1921; from March 4 to June 13, 1921, served as
personal representative of the President; June 9, 1921, appointed
commissioner, term one year; June 13, 1922, reappointed, term six
years; term expired June 8, 1928 ; succeeded by H. I. Cone. Admiral
Cone, Atlantic coast, was appointed June 9, 1928, for a term of six
years; term expires June 8, 1934. W. S. Hill, interior, was ap-
pointed January 28, 1924, to serve unexpired term of six years from
June 9, 1921, succeeding E. P. Farley, resigned; term expired June
8, 1927 ; received recess appointment June 7, 1927 ; resigned Decem-
ber 12, 1927; succeeded by Albert H. Denton. Mr. Denton, interior, -
was appointed January 4, 1928, to serve unexpired term of six years
from June 9, 1927; term expires June 8, 1933. Jefferson Myers,
Pacific coast, was appointed June 15, 1925, succeeding B. E. Haney,
resigned ; term expires June 8, 1931. P. S. Teller, Pacific coast, was
appointed January 14, 1926, to serve unexpired term of six years
from June 9, 1922, succeeding Meyer Lissner, resigned ; term expired
June 8, 1928; succeeded by S. S. Sandberg. Mr. Sandberg, Pacific
coast, was appointed June 9, 1928, for a term of six years; term
expires June 8, 1934. R. K. Smith, Gulf coast, was appointed Octo-
ber 14, 1926, under a recess appointment to succeed J. H. Walsh,
resigned ; recommissioned December 17, 1926; term expires June 8,
1929,

On June 30, 1928, the membership of the United States Shipping
Board was as follows: T. V. O’Connor, chairman, E. C. Plummer,
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vice chairman, and Commissioners Jefferson Myers, R. K. Smith,
Albert H. Denton, H. I. Cone, and S. S. Sandberg.

During the year the board held 109 meetings, in addition to which
there were held many special hearings conducted either by the board
or by committees thereof.

GENERAL

During the fiscal year ended June 30, 1928, the work of the
Shipping Board has been performed in the same bureaus and with
practically the same organization as during the previous fiscal year.
. These bureaus are seven in number, as follows: Bureau of Traffic,
Bureau of Regulation, Bureau of Operations, Bureau of Construc-
tion, Bureau of Law, Bureau of Finance, and Bureau of Research.
Each bureau is under the supervision of a member of the board, as
shown in the accompanying organization chart.

In addition to exercising its regulatory and promotional functions
through these seven bureaus, the board is charged by law with the
operation and maintenance of the Government’s fleet of merchant ves-
sels, acquired as a result of the war. This activity is carried on by the
board through a subsidiary organization formed for the purpose and
known as the Merchant Fleet Corporation.

Prior to October 13, 1927, the affairs of the Merchant Fleet Cor-
poration were administered by a board of trustees, made up of seven
officers of the corporation, these trustees reporting, through the cor-
poration’s president, to the Shipping Board, as to a board of
directors. ’

On October 18, 1927, in order to place its business operations on
a basis more nearly approximating standard commercial practice,
the Shipping Board decided that the positions of the seven trustees
of the Merchant Fleet Corporation should be filled by the seven
members of the Shipping Board. At the same time the chairman of
the board was made president of the Fleet Corporation, the imme-
diate administrative direction of the affairs of the corporation being
left in the hands of the vice president and general manager. As a
result of this close relationship between the two bodies, the conduct
of business, in so far as it relates to the operation of the Government
fleet, is considerably simplified and facilitated.

Originally formed as a regulatory and promotional body to stimu-
late the growth of American shipping, the Shipping Board became
as the result of the war the largest owner of commercial tonnage
in the world. All told, the board has owned and controlled since
1917 a grand total of 2,536 vessels of all types, aggregating 14,706,217
dead-weight tons. ‘

It is well to remember that commercial operations were undertaken
by the board in compliance with the will of Congress, as expressed
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in the merchant marine act of 1920, to the effect that so far as pos-
sible the Government’s war-built merchantmen should be used by
the board in the establishment of steamship services on trade routes
deemed essential to American commerce, these services in turn to
be disposed of ‘“ as soon as practicable, consistent with good business
methods,” to private American interests.

Since 1921 the board has sold to American citizens 1,164 ships,
representing 5,360,144 tons, for $90,620,576.47, including 15 estab-
lished ship-line services disposed of on the basis of guaranteed opera-
tion for a fixed number of years. During the past fiscal year all the
board’s remaining services on the Pacific Ocean were sold to private
American interests.

At this writing (June 30, 1928) the board still possesses 758 ships,
253 in active operation and 505 in the laid-up fleet. These ships,
active and inactive, are held for sale to American citizens under the
most favorable terms, with the proviso, however, that purchasers
of established lines shall, for a stipulated period after acquiring pos-
session, maintain the vessels in defined services, the end and aim of
all these transactions being the establishment of a permanent merchant
marine owned and operated by private citizens of the United States.

In view of the growing popular interest in American shipping,
and the possibility that this reawakened interest would eventually
lead to the enactment of further legislation designed to strengthen
our position on the sea, the board in January, 1928, called a conference
of private American steamship owners, operators, and builders in
order to ascertain their views and on the basis thereof formulate a
series of recommendations to Congress.

This conference, one of the most representative gatherings of
steamship men that has ever taken place in the National Capital, was
held on January 10 and 11, 1928. Suggestions as to improving the
status of the merchant marine were freely exchanged ; pending legis-
lation was analyzed from the viewpoint of the different interests
represented ; and as a result of the discussions a clearer understanding
was had of the position of the American shipping industry gener-
ally on the major problems confronting it. Resolutions adopted
by the conference pointed out that ‘ our overseas merchant fleet is
being rendered obsolete by the rapid march of science and inven-
tion, which has completely revolutionized the manner of vessel pro-
pulsion since our ships were built.” The resolutions further pointed
out that the future of the American merchant marine depended on
prompt constructive action by Congress. ¢ This action,” the reso-
lutions continued, “ should lock toward reconditioning some of the
_present fleet, and should otherwise provide inducements having in
view its early transfer to private ownership under conditions assur-
ing continuance of operation.”
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Following the conference the board, by unanimous vote, issued a
brief statement regarding the results attained and setting forth for
the benefit of Congress an outline of its views as to the principal
points that should receive consideration in any future legislation
affecting the merchant marine. It pointed out that if proper condi-
tions were provided, no difficulties should attend the ultimate trans-
fer of the Government’s steamship services to private American
ownership, as contemplated in the American merchant marine act of
1920.

In making its recommendations to facilitate the transfer of the
Government’s war-built fleet to private ownership, under condi-
tions assuring permanency of operation, the board stressed the point
that the recommendations were to be looked upon as carrying the
indorsement not only of the Shipping Board but of representatives
of the country’s private shipping interests as well.

The hopes of the steamship men and of the board were amply
justified by the subsequent action of Congress in passing the mer-
chant marine act of 1928, popularly known as the “ Jones-White
Act,” the outstanding event of the year so far as the American mer-
chant marine was concerned, and one of the most important legisla-
tive measures ever passed by Congress in the interest of American
shipping.

The merchant marine act of 1928 contains the following important
provisions:

1. Prohibits sale of vessels by the Shipping Board except when in its judg-
ment the building up and maintenance of an adequate merchant marine can be
best served thereby, and then only upon the affirmative vote of five members of
the board.

2. Authorizes the board to remodel and improve its vessels so as to equip
them adequately for competition in the foreign trade of the United States.

3. Recognizes the necessity for replacements and additions in the Government
- fleet, in order “to give the United States an adequate merchant marine,”” and
authorizes and directs the board to present to Congress, from time to time,
recommendations as to new construction. ’

4. Increases the construction loan fund to $250,000,000 and liberalizes the
terms under which loans may be made for new construction or for recondition-
ing, remodeling, or improving vessels already built. The loan period is extended
to 20 years; a lower interest rate is provided for vessels operated in foreign
trade; and loans are authorized for sums equal to three-fourths the cost of the
‘'vessel or vessels to be constructed, or for three-fourths the cost of the recondi-
‘tioning or remodeling work.

5. Provides increased compensation at a stipulated rate per nautical mile,
based on a graduated scale of speed and tonnage, for the carriage of ocean
mails in vessels registered under the laws of the United States. (For detailed
schedule of rates see report of Bureau of Traffic.) The Postmaster General is
authorized to enter into contracts with citizens of the United States whose bids
are accepted, for the carrying of mails, the term of such contract not to exceed
10 years.
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6. Permits naval officers of the United States to volunteer for service on mail-
carrying vessels of the merchant marine. When accepted by the owner or
master thereof they may be assigned to this duty by the Secretary of the Navy.
While in such employment naval officers shall receive from the Government half
pay and from the owner or master of the vessel such other compensation as may
be agreed upon.

7. Authorizes the board to create an insurance fund to be used in insuring
the legal or equitable interest of the United States (1) in any vessel constructed
or in process of construction, and (2) in any plants or property in the posses-
sion or under the authority of the board. )

8. Directs that officers and employees of the United States traveling on official
business overseas shall, when practicable, travel on ships registered under the
laws of the United States.

9. Provides that in national emergency the Federal Government may seize
and purchase or use for national defense (1) any vessel in respect of which a
loan is made from the construction loan fund, at any time during the life of the
loan; and (2) any vessel in respect of which an ocean-mail contract is made
under the provisions of the act, at any time during the life of the contract.

10. Reaffirms the policy and primary purpose set forth in section 7 of the
merchant marine act of 1920.

This important piece of legislation was approved by the President
on May 22, 1928. It is too soon to attempt to evaluate the actual
results of the working out of this measure, but already—dJune 30,
1928—there are indications that considerable new construction in
American yards will be undertaken at an early date, while other
signs point to a stimulated desire on the part of private American
citizens to acquire some of the steamship lines now being operated
by the board. The new measure may therefore be said to give every
reasonable indication of accomplishing the three main purposes for
which it was enacted, namely, to assist in the development of the
American merchant marine generally, to aid in increasing the foreign
commerce of the United States, and to facilitate the transfer of the
Government’s war-built fleet and established services to private
American ownership. With a full understanding of the magnitude
of its task and of the economic problems facing it, the board realizes
that these purposes can not be accomplished overnight. The enact-
ment of the merchant marine act of 1928, supplementing the legisla-
tion previously enacted, should be looked upon as aiding in the solu-
tion of current problems, but not as eliminating them altogether.

Due to constantly fluctuating conditions in the world’s ocean-
carrying trade, the shipping problem, far from being static and
fixed, is always changing. It follows that unless our plans for the
merchant marine are made flexible, in order to meet changing condi-
tions, we may find that the remedy which effectually disposes of the
problems of to-day will completely fail to solve those arising to-
morrow. Of one thing we may be sure—the American shipping in-
dustry can not stand still. If it does not keep abreast of the times, it
will be forced into a subordinate position by the activities of its
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foreign competitors. For example, the number of ships being built
at the present time in foreign yards indicates that in the matter of
new construction we are rapidly being outdistanced by some of the
other maritime nations, the latest figures showing that for every
ocean-going ship that we are building Great Britain is building 50,
Germany 10, France and Italy each 5, and Japan 4. How effective
the merchant marine act of 1928 will be in stimulating activity in
American shipyards remains to be seen.

The board has no warrant in law for disposing of its tonnage
except in such manner and under such conditions as will tend to
promote the healthy and permanent development of the American
merchant marine. Permanency of service under private American
ownership is, indeed, the chief consideration that influences the
board in all sales of ships, Congress having clearly indicated in
section 1 of the merchant marine act of 1920 that in these transac-
tions the primary end to be attained is the development of an ade-
quate American merchant marine on a permanent basis.

The merchant marine act, 1920, provides that the Shipping Board
shall in its annual report make such recommendations as it believes
would be of value to the American merchant marine. A number of
such recommendations have been made by the board in the past, many
having subsequently received the attention of Congress. Among
those which were formerly submitted but which still remain unacted
upon the following are again mentioned as being worthy of con-
sideration in connection with any further measures which may be
taken by Congress in the interests of American shipping:

The legal department of the board has spent several years in
codifying the navigation laws, and the resulting code, together with
a comprehensive bill amending and revising it, will again be pre-
sented to Congress at the opening of the next session. The enactment
of the code should no longer be delayed.

Changes should be made in the present laws relating to the divi-
sion of damages in cases of collisions of vessels at sea, to conform in
principle to the proposals of the International Marine Convention of
1910. These changes should be brought about by legislation rather
than by treaty. '

Recommendation is made that legislation looking to the adoption
of The Hague rules, substantially as provided for in H. R. 12208,
introduced at the last session of Congress, should be enacted at an
early date.

A load line bill should be enacted into law prior to the forthcoming
International Conference on Safety of Life at Sea, which is sched-
uled to be held in London in the spring of 1929. The United States
Load Line Committee (1928), formed during the period covered by
this report, is now making a comprehensive study of this subject,
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and at a later date will doubtless submit its recommendations to
Congress.

Provision should be made for tax exemption on American vessels
operating in foreign trade, including a provision whereby deductions
shall be allowed from taxable incomes derived from operating profits
to the extent that such profits are devoted to new ship construction in
American yards.

Legislation should be enacted looking to the transfer to privately
owned American shipping interests of the peace-time business now
handled by Army and Navy transports and by the vessels owned and
chartered by the Panama Railroad Steamship Line.

Funds should be provided to carry into effect the act of Congress
approved February 28, 1925, providing for the creation of a naval
reserve.

Congress might well give further consideration to the question of
marine insurance, to the end that there may be established an insur-
ance system which will place American vessels on an equality with
foreign vessels in this important respect.

BUREAU OF TRAFFIC

The bureau of traffic of the board is to be distinguished from the
traffic department of the Merchant Fleet Corporation. The work
of the latter appears in the division of this report relating to the
activities of the Fleet Corporation; it discharges the functions usual
to a traflfic department of a transportation company. The work of
the bureau of traffic of the board is very different; it concerns more
definitely the development of a privately owned and operated Ameri-
can merchant marine, wholly independent of the activities of the
vessels of the Government under the control of the board. Among
the activities of the bureau during the fiscal year 1928 have been the
following :

Ocean Mail Contracts.

It has long been the policy of Congress to have United States mails
transported, when practicable, in American vessels. In the earlier
history of our country this policy was reflected in provisions for very
substantial compensation in aid of the operation of vessels under the
American flag in foreign trade. The most marked instance of legisla-
tion to that end enacted since the Civil War was the ocean mail act
of 1891, under which specific compensation was provided on a mileage
basis for the transportation of United States mails. At the time
of the enactment of the merchant marine act, 1920, the compensation
under the ocean mail act had been made obsolete by the great change
in the cost of construction and of operation.

17753—28——2
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The policy of Government aid ‘through postal subventions was
continued by the merchant marine act, 1920, section 24 of which
authorized such contracts and empowered the board and the Post-
master General, in aid of the development of a merchant marine
adequate to provide for the maintenance and expansion of the foreign
or coastwise trade of the United States, and of a satisfactory postal
service in connection therewith, to determine from time to time the
just and reasonable rate of compensation to Le paid for such service,
and the compensation thus agreed upon became the compensation to
which the contractor was entitled, within the limits of appropriations
made therefor by Congress.

The merchant marine act, 1928, approved May 22, 1928, reverts to
the general plan of defining the rate of compensation to various
classes of vessels, grouped primarily with reference to the speed they
are capable of maintaining at sea in ordinary weather. The rate is
per nautical mile of 6,080 feet, and applies only to the number of
miles for the outward voyage, by the shortest practicable route.
When other requirements are met, the Postmaster General may enter
into contracts for periods not exceeding 10 years, and for compensa-
tion not exceeding the rates named below, varying according to class
of vessel (the size of the vessel has reference to its gross registered
tonnage) :

Class 7. Speed, 10 knots; size, not less.than 2,500 tons; rate $1.50.

Class 6. Speed, 10 knots; size, not less than 4,000 tons; rate, $2.50.

Class 5. Speed, 13 knots; size, not less than 8,000 tons: rate, $4.

Class 4. Speed, 16 knots: size, not less than 10,000 tons; rate, $6.

Class 3. Speed, 18 knots; size, not less than 12,000 tons; rate, $8.

Class 2. Speed, 20 knots; size, not less than 16,000 tons; rate, $10.

Class 1. Speed, 24 knots; size, not less than 20,000 tons; rate, $12.

The classification of a vessel may be based upon its speed without
regard to its tonnage if the Postmaster General is of opinion that
speed is especially important on the particular route on which the
vessel 1s to be employed, and that a suitable vessel documented under
the laws of the United States of a higher classification is not avail-
able on reasonable terms and conditions, or, on account of the char-
acter of the ports served or for other reasons, can not be safely or
economically employed on such route.

When the Postmaster General is of opinion that the interests of
the Postal Service will be served thereby he may, in the case of a
vessel of class 1 capable of maintaining a speed in excess of 24 knots
at sea in ordinary weather, contract for the payment of compensation
in excess of the maximum compensation authorized for this class;
but the compensation per nautical mile thus authorized shall not be
greater than an amount which bears the same ratio to $12 as the
speed which such vessel is capable of maintaining at sea in ordinary
weather bears to 24 knots,
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If the Postmaster General is of opinion that to expedite and
maintain satisfactory service under a contract made under this title
airplanes or airships are required to be used in conjunction with
vessels, he may allow additional compensation, in amounts to be de-
termined by him, on account of the use of such airplanes or airships.
Such airplanes or airships shall be American built, and owned,
officered, and manned by citizens of the United States.

In the appropriation bill passed by Congress at the second session
of the Sixty-ninth Congress (1927), and at the discussions incident
thereto, that body indicated a policy that postal contracts under
section 24 of the merchant marine act, 1920, should be for a period
not exceeding one year, and in conformity therewith those con-
tracts then in force, to the extent they ran beyond June 30, 1927,
were canceled by the Postmaster General. The policy of Congress
was not in antagonism to new contracts being entered into for the
periods of time, not exceeding one year, beyond June 30, 1927, and
upon the recommendations of the board the following contracts
were entered into for the year ended June 30, 1928:

Oceanic Steamship Co—For the transportation of mails from San
Francisco, Calif., to the port of Sydney, Australia, including serv-
ices to Honolulu and Pago Pago, the compensation being at the rate
of $3 per statute mile for each outward voyage, not exceeding, how-
ever, 14 voyages per annum: The contract is dated June 28, 1927,
for one year commencing July 1, 1927, the compensation being
$23,298 per outward voyage.

The Post Office Department had a contract with this company for
this service under the ocean mail act, 1891, that contract having been
for a period of 10 years. It expired June 30, 1922. While a re-
newal of the contract under the ocean mail act, 1891, was open to the
Oceanic Steamship Co., the compensation under that act was too
low to justify continuance of the service and steps had been taken
for the abandonment of that service, the one service under the Ameri-
can flag between the United States and Awustralia. Under these
circumstances the board investigated the matter and recommended a
new contract under section 24 of the merchant marine act, 1920,
substantially on the basis of the contract in force during the current
year. This recommendation was adopted by the Post Office Depart-
ment; in the first instance, however, only for a period of six months
beginning July 1, 1922, but afterwards extended to June 30, 1923.
Upon recommendation of the board it was renewed and extended for
one year commencing July 1, 1923. It was extended for two years
commencing July 1, 1924, therefore ending June 30, 1926, and there-
after further extended for two years ending June 30, 1928, by con-
tract dated May 13, 1926. Prior to June 30, 1927, however, this last-
mentioned contract was canceled as to the pericd of time beyond
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June 30, 1927, in conformity with the policy laid down by Congress
through its appropriations.

Munson Steamship Line.—For the transportation of mails from
New York to Rio de Janeiro, Montevideo, and Buenos Aires, includ-
ing any other South American east coast ports that might be agreed
upon, the compensation being at the rate of $3 per statute mile for
each outward voyage: The first contract, dated March 19, 1926, made
pursuant to the recommendation of the board by resolution dated
February 26, 1926, was for the period from April 1, 1926, to June
30, 1928. Prior to June 30, 1927, however, it was canceled as to the
period of time beyond June 30, 1927, in conformity with the policy
laid down by Congress through its appropriations, to which reference
has been made above. On recommendation of the board a new con-
tract was entered into by the Postmaster General for one year com-
mencing July 1, 1927, on the same terms.

The vessels involved in this service and to which the recommenda-
tion of the board related are four fine steamers, built by the Govern-
ment, with a possible speed of about 20 knots. They are the express
type of combination passenger and freight vessels, having a capacity
of about 275 first-class passengers and 150 third-class passengers, and
from 7,000 to 9,000 tons of cargo. They were sold to the Munson
Steamship Line by the board, with a guaranty of maintenance of
service by that company. They are the fastest vessels in the east
coast South American service irrespective of flag. The route.
however, is a highly competitive one.

Export Steamship Corporation.—For the transportation of mails
from New York to the Mediterranean and Black Sea ports: The
first contract, dated March 17, 1926, made pursuant to the recom-
mendation of the board by resolution dated February 26, 1926, was
for the period from April 1, 1926, to June 30, 1928. Prior to June
30, 1927, however, it was canceled as to the period of time beyond
June 30, 1927, in conformity with the policy laid down by Congress
through its appropriations, to which reference has been made above.
On recommendation of the board a new contract was entered into by
the Postmaster General for one year, commencing July 1, 1927.

The vessels of this line are primarily cargo vessels, and the char-
acter of the mail transported is chiefly parcel-post matter. The rate
of compensation, therefore, is not on a mileage basis, but a definite
total annual payment was fixed as just and reasonable compensation,
with the privilege of the Post Office Department using any and all
vessels of the line in the service mentioned, the compensation being
fixed in the first instance at $100,000 per annum. This new contract
provided for compensation at the rate of $200,000 per annum, pur-
suant to recommendation of the board by resolution dated June 28,
1927, the increase having been recommended because of the cost of
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the service and the severity of competition by foreign steamship
Iines.

American-South African Line—For the transportation of mails
from the port of New York to the ports in the Capetown-Beira range
of British and Portuguese south and east Africa: The first contract,
dated June 7, 1926, made pursuant to the recommendation of the
board by resolution dated May 21, 1926, was for a period of one year,
commencing July 1, 1926. The board, by resclution dated April 19,
1927, recommended its extension and a new contract was entered into,
dated June 28, 1927, for the period of one year commencing July 1,
1927, on the same terms. In this instance also the mileage basis of
compensation was not employed. The compensation was fixed at
$5,000 for each outgoing voyage for each vessel.

Dollar Steamship Line.—For the transportation of mails from any
port of the United States, including the Hawaiian and Philippine
Islands, at which the wvessel may stop, consigned to Singapore,
Straits Settlements, or consigned to any port between the west coast
of North America and Singapore at which the vessel may be sched-
uled to stop: The first contract, dated July 1, 1926, made pursuant
to a recommendation of the board by resolution dated June 16, 1926,
was for a period of one year. It provided for compensation at the
rate of $2 per statute mile for each outward voyage for the amount
of mileage between San Francisco and Singapore by the usual direct
route, notwithstanding the vessel in fact may make the voyage by a
more circuitous route. The compensation was limited to 24 voyages
per annum. By resolution dated April 19, 1927, the board recom-
mended the extension of the contract, and a contract w&s made
accordingly, dated July 6, 1927, for the period of one year, on the
same terms, excepting that the number of voyages was increased
from 24 to 26 per annum.

Grace Steamship Co.—For the transportation of mails from New
York to the ports of the Panama Canal Zone and ports on the west
coast of South America served by the vessels involved: The first
contract, dated October 13, 1926, made pursuant to the recommenda-
tion of the board by resolution dated October 5, 1926, was for the
period from October 14, 1926, to June 30, 1927, inclusive, the com-
pensation being $2.25 per statute mile for each outward voyage, not
exceeding 26 voyages per annum. By resolution dated April 19, 1927,
the board recommended an extension of the contract, and pursuant
thereto a new contract was executed, dated June 28, 1927, for the
period of one year, commencing July 1, 1927, on the same terms.

New York and Porto Rico Steamship Co.—X¥or the transportation
of mails from the port of San Juan, Porto Rico, to the port of Santo
Domingo, Dominican Republic: The first contract, dated June 28,
1927, made pursuant to a recommendation of the board by resolution
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dated June 14, 1927, was for a period of one year commencing July 1,
1927, the compensation being %2 per statute mile for each outward
voyage, the services to be performed by the steamships Coamo and
San Lorenzo, both having a speed of about 1514 knots, and being an
extension of their service from New York to Porto Rico.

It will be observed that all the postal contracts enumerated above
expired by their terms June 30, 1928. Under the provisions of sec-
tion 414 of the merchant marine act, 1928, section 24 of the merchant
marine act, 1920, is repealed to the extent of prohibiting new con-
tracts under that section, with an emergency provision, however, that
any contract expiring on June 30, 1928, may be extended for a period
of not more than one year from that date; this provision for an
extension having been provided, no doubt, because of the short period
of time between the enactment of the new law (May 22, 1928) and
the date of the expiration of the contracts.

The duties of the board in connection with contracts made under
the new act are prescribed by sections 402 and 403 of the merchant
marine act, 1928, under which it is made the duty of the Postmaster
General to certify to the board what ocean-mail routes should be es-
tablished and/or operated for the carrying of mails of the United
States between ports (exclusive of ports in the Dominion of Canada
other than ports in Nova Scotia) between which it is lawful under
the navigation laws for a vessel not documented under the laws of
the United States to carry merchandise, distributed so as equitably
to serve the Atlantic, Mexican Gulf, and Pacific coast ports; the
volume of mail then moving over such routes, and the estimated
volume ghereof during the next five years; the times deemed by him
advisable for departure of vessels carrying such mails, and other
requirements necessary to provide an adequate postal service between
such ports.

It is made the duty of the board to determine and certify to the
Postmaster General the type, size, speed, and other characteristics of
the vessels which should be employed on such route, the frequency
and regularity of their sailings, and all other facts which bear upon
the capacity of the vessels to meet the requirements of the service
stated by the Postmaster General. The board in making its determi-
nation is required to take into consideration the desirability of hav-
ing the mail service performed by vessels constructed in accordance
with the latest and most approved types, with modern improvements
and appliances.

The following certifications have been made to the Postmaster
General by the board pursuant to formal requests made by him under
the provisions of section 402, merchant marine act, 1928.

1. For service between San Francisco, Calif., and Sidney, Austra-
lia: On May 31, 1928, the board certified that the vessels primarily
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available for this service at the present time and the use of which
would be justified on this trade route for the present, are combina-
tion passenger and freight vessels of not less than 4,000 gross tons
and capable of maintaining 15 knots at sea in ordinary weather, but
that the permanent service should be provided by vessels of the fol-
lowing description: Type: Twin-screw, combination passenger and
freight vessels, equipped with appropriate refrigerating space for
perishable cargo. Size: Not less than 10,000 gross tons. Speed:
Capable of maintaining 18 knots at sea in ordinary weather. It was
recommended, therefore, that the contract should contain a manda-
tory provision requiring the substitution of new vessels of the type,
size, and speed menticned above in place of those temporarily ac-
cepted, such new vessels to be substituted as follows: One vessel with-
in three years, and a second vessel within four years; and (if the
parties to the contract hereafter mutually agree thereto) a third ves-
sel within five years.

2. For service between New York, N. Y., Cape Town, and South
A frican ports: On May 31, 1928, the board certified that the vessels
primarily available for this service at the present time and the use-of
which would be justified on this trade route for the present, are steam-
ships of not less than 5,500 gross tons and capable of maintaining a
speed of 10 knots at sea in ordinary weather. Subsequently, however,
on July 16, 1928, the board certified that the permanent service should
be provided by vessels of the following description: Type: Vessels
primarily for the transportation of cargo, but with reasonable pro-
vision for limited passenger service. Size: Not less than 6,000 gross
tons. Speed: Capable of maintaining 13 knots at sea in ordinary
weather. It was recommended, therefore, that the contract should
contain a mandatory provision requiring the substitution of new
vessels of the type, size, and speed mentioned above in place of those
temporarily accepted, such new vessels to be substituted as follows:
One new vessel within two years and a new vessel to be begun during
the fifth year.

3. For service between New York and Valparaiso, Chile: On May
31, 1928, the board certified that the vessels primarily available for
this service at the present time, with one exception, and the use of
which will be justified on this trade route for the present, are com-
bination passenger and freight vessels of not less than 4,000 gross
tons and capable of maintaining a speed of 13 knots at sea in ordinary
weather. The exception noted above has reference to a new vessel
recently installed in this service similar to the new vessels described
below. Tt was stated that the permanent service should be provided
by vessels of the following description: Type: Combination passen-
ger and freight vessels. Size: Not less than 8,000 gross tons. Speed:
Capable of maintaining 16 knots at sea in ordinary weather. It was
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recommended, therefore, that the contract should contain a mandatory
provision requiring the continued use of the new vessel now in serv-
ice, referred to above, and requiring the substitution of vessels of a
type, size, and speed mentioned above in place of those temporarily
accepted, such new vessels to be substituted as follows: One vessel
within one year and a second vessel within three years, provided
such second vessel is mutually agreed upon.

4. For service between New York, Rioc de Janeiro, and Buenos
Aires: On May 31, 1928, the board certified vessels for this service as
follows: Type: Twin-screw, combination passenger and freight ves-
sels, equipped with appropriate refrigerating space for perishable
cargo. Size: Not less than 12.000 gross tons. Speed: Capable of
maintaining a speed of 18 knots at sea in ordinary weather. This
certification was made from the point of view of vesszels under the
American flag immediately available for the service, with due recog-
nition, however, of the importance of substituting newer and faster
vessels from time to time as the trade may require.

5. For service from New York to Mediterranean ports, including
Genoa, Alexandria, Piraeus, Constantinople, and Constanza: On
May 29, 1928, the board certified that the only vessels available for
this service, and the use of which would be justified on this trade
route, are vessels which are capable of maintaining a speed of 10
knots; hence, such should be the speed of the vessels certified for
immediate use. The board further certified that the service should,
however, be conducted by vessels of 14 knots speed, and therefore it
was recommended that any contract made for this trade route should
require that during the third year of such contract a new vessel ca-
pable of maintaining a sea speed of 14 knots shall be put into such
service and one additional such vessel added each year thereafter
during the life of the contract. It was certified that the type and
size of the vessels to be immediately used should be cargo vessels
of not less than 4,800 gross tons each; that the new vessels should
be principally for cargo purposes, but with provision for reasonable
passenger service, and of not less than 8,000 gross tons.

6. For service between San Francisco and Singapore, via Hong
Kong and Manila: On May 81, 1928, the board certified that the
vessels primarily available for this service at the present time and
the use of which would be justified on this trade route for the pres-
ent are combination passenger and freight vessels of not less than
10,000 gross tons and capable of maintaining 14 knots at sea in
ordinary weather, and recommended that vessels of this type and
kind be temporariiy accepted for such service. It was stated that
the permanent service should be provided by vessels of the following
description: Type: Twin screw, combination passenger and freight
vessels, equipped with appropriate refrigerating space for perishable
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cargo. Size: Not less than 12,000 gross tons. Speed: Capable of
maintaining 18 knots at sea in ordinary weather. It was further
recommended that the contract should contain a provision for the
substitution of new vessels of the type, size, and speed mentioned
above in place of those temporarily accepted, such vessels to be sub-
stituted from time to time as and when the parties to the contract
shall mutually agree; but in any event one such vessel to be’ sub-
stituted within three years, and one vessel to be substituted each two
years thereafter throughout the life of the contract.

Competitive Discrimination.

Awustralian tariff regulations—Reference was made at some length
in the annual report for the year ended June 30, 1927 (p. 13), to the
Australian customs regulation under which imports from the United
States are subject to a lower valuation, and therefore to a less customs
charge, if transported through Canada, and thence, say, from Van-
couver to Australia, than if transported direct to a port of the United
States, thence to Australia; and, as there mentioned, effort has been
made to eliminate this discrimination through the intervention of the
Department of State. As this effort had so far proved unsuccessful,
the subject was brought to the attention of the chairman of the Com-
mittee on Merchant Marine and Fisheries of the House of Repre-
sentatives, and a bill was introduced on March 13, 1928 (H. R.
12043), entitled “A bill to prevent discriminations against American
ships and ports, and for other purposes.” TUnder section 2 of the
bill it was provided that a special duty of 10 per cent should be
levied on articles imported into the United States from any foreign
country by whose laws, regulations, or practices imports from the
United States into such foreign country are subjected to official
charges, whether as customs duties or otherwise, which are greater
when ocean transportation of such goods begins at a port of the
United States than they are when the ocean transportation of like
goods begins at a port in foreign territory contiguous to the United
States. This special tax is the main provision of the bill and has 1n
view correction of the practice which tends to exclude the transporta-
tion of our foreign commerce by American railways and then by
vessels from American ports when imported into countries where the
discrimination complained of is given effect. The bill mentioned
was referred to the Committee on Ways and Means of the House,
but no hearings have as yet been held by that committee. It is
expected that the item will receive attention during the session of
Congress commencing in December.

Canadian tariff discrimination.—Reference was also made in the
last annual report of the board (p. 13) to the Canadian customs law
which limits the application of certain preferential tariffs on imports
to the commodities entitled to the benefits thereof only when such
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commodities are imported through Canadian sea or river ports, with
the result that if imported via Seattle, Wash., or Portland, Me., thence
by rail into Canada, the imports, though, otherwise entitled to the
benefit of the preferential rate, would not receive it. This tariff
regulation is contrary to the spirit of the United States customs laws,
which apply no such distinction, with the result that a very large
volume of imports into the United States moves through Canadian
ports, thence by rail into the United States.

The bill referred to above (H. R. 12043) also contains a provi-
sion having in view the correction of this discrimination. It pro-
vides that on all articles imported through contiguous foreign coun-
try and there transshipped into the United States there shall be
levied a special duty of 10 per cent upon its value, with a provision
for the suspension of this special tax by proclamation of the President
in favor of any contiguous country whose customs duties are the
same 1f its imports arrive directly at one of its own ports or were
imported through an American port.

This provision will doubtless also be considered by the Committee
on Ways and Means of the House next winter and such amendments
made as are deemed wise by that committee.

In addition to discriminations which are thus prejudicial to
American transportation and ports competitive conditions between
Canadian ports and ports of the United States, especially in the
export of grain, have been the subject of inquiry during the current
year. As a result of all these competitive conditions the United
States Senate on May 25, 1928, passed a resolution (S. Res. 220)
reading as follows:

Whereas during the past 10 years there has been diversion of commerce
from. United. States ports. to Canadian ports, particularly in grain and other
farm products, so great as to threaten the foundation of the future commerce
and prosperity of the ports of the United States and to affect seriously the
agricultural and transportation interests of this country, including the develop-
ment of its merchant marine; and

Whereas this diversion of commerce is the result of (1) more favorable
railroad rates between points in the United States and Canadian ports than
between the same points and United States ports, (2) more stringent regula-
tions as to grading and inspection of grain at ports of the United States than
&t Canadian ports, especially the higher grain standards and the dockage rules
of the United States, (3) the preferential customs regulations of Canada,
giving lower tariffs on products imported into Canada directly through Canadian
ports than on those routed through ports of the United States, and (4) the
preferential schedules of other parts of the British Empire, imposing lower
duties or more favorable regulations on products of the United States routed
through Canadian ports than on those shipped from United States ports; and

Whereas the adoption by Congress of constructive legislation to meet these
conditions is imperative and depends on the solution of problems within the
respective provinces of the Department of State, the Department of Agriculture,
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