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R SCED

INSTRUMENT OF APPOINTMENT OF THE IMPERIAL
SHIPPING COMMITTEE.

WHEREss the Imperial War Conference, 1918, passed on the 26th
July, 1918, the following resolution :—

L. That in order to maintain satisfactorily the connections, and at
hiiﬁl;ns:rr;ieetime encourage commercial and industrial relations,
between the different countries of the Empire, this Con-
ference is of opinion that shipping on the principal aoutc}als,
especially between the heart of the Empire alll) h?;
Overseas Domtnions, including I‘ndla.,'should be _rgu%h
under review by an Inter-Imperial .B?a.rd on whic 1 ?
United Kingdom and the British Dominions and Dependen
cies should be represented,

2. That for this purpose an lmperial Investigation Board, rep}'&;
senting the various parts of the Ilmpire, be a.ppomted, Wé i
power to enquire into and report on all matters connec ed
with ocean freights und facilities, and on all matters
connected with the development and improvement of the
sea communications between the different parts of f:he
Empire, with special reference to the size and type of ships
and the capacities of harbours ; the Board to include, in
addition to representatives of the Governments chc'el'm?d,
persons with expert knowledge of the problems mvolv.ed:
including representatives of the shipping and trading
interests ;

AND WHEREAS it has been represented to me, the Right Honourable
David Lloyd George, Prime Minister and First Lord of the
Treasury, by the Secretary of State for the Colonies after consultation
with the Governments of the Domumion of Canada, of the Common-
wealth of Australia, of the ‘'ominion of New Zealaud, of the Union ofd
South Africa and of Newfoundla.nd, by the Secreta.ry of State for India
and by the President of the Board of Trade, that it is now desirable that
a Committee should be appointed under the title of the Imperial Ship- .
ping Committee, with the following functions, viz, :—

.(t) To enquire into complaints from persons and bodies interested
with regard to ocean freights, facilities and conditions in
the inter-Imperial trade or questions of a similar nature
teferred to them by any of the nominating authorities, and
to zeport their conclusions to the Governments concerned.

(¢1) To survey the facilities for maritime transport on s::'lh
routes as appear to them to be necessary fog‘ tr tg
within the Empire, and to make recommendations ’
the proper authority for the co-ordination a.{ld xmpl’ovel(lile“f
of such facilities with regard to the type, size and spee . On
ships, depth of water ;in _docks and chanuels, constructio
of harbour works sand - amil.e matters.
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Now I, therefore, do hereby appoint the following persons to
form the Imperial Shipping Committee and to exercise the functions
hereinbefore set forth :— '

Sir H. J. Mackinder, M. P. (Chairman). - | FINAL REPORT
Sir A. H. D. Ramsay Steel-Maitland, Bart.,, M.P., nominated

by the Secretary of State for the Colonies.* ‘OF THE
Sir W. S Meyer, G.C.I.LE., K.C.8.1., nominated by the Secretary - ITTEE
of State for India in Counecil.t IMPERIAL SH[PP[NG COMMIT
Sir Hubert Llewellyn Smith, G.C.B., nominated by the Board . ON THE
of Trade. |
Hon. Sir George H. Perley, K.C.M.G., nominated by the DEFERRED REBATE SYSTEM.

Government of the Dominion of Canada.f

Mr. H. B. G Larkin, nominated by, the Government of the
Commonvwealth of Australia.

The High Commissioner for] New Zealand, nominated by the
Government of the Dominion of New Zealand.

Captain G. Bowden, M.C,, nominated by the Government of
the Union of South Africa.

Hon. Sir Edgar R. Bowring, nominated by the Government

To tar Ricur HoNOURABLE A. BONAR. LAW,
Prime Minister and First Lord of the Treasury ;

To tur Ricur Hovourase W. L. MACKENZIE KING, C.M.G.,

of Newfoundland. Primg Minister of the Dominion of Canada ;

Sir Ronneth é‘{\‘{le(‘}s°n§’ ) To uz Ricur Hovouasiz W. M. HUGHES, K.C,,

Sir Alfred,Booth, Ba.rt’.,ll ‘r being  persons experienced in _ Prime Minister of the Commonwealth of Australia;

Mr. W. Lionel Hichens hippi d . "

Mr. Kenneth Lee, " SHPPIRG and commeree To Gexerar e Rieur Hovourasie J. C. SMUTS, K.C, C.H.,‘

~ Mr.J. W. Murray, J | Prime Minister of the Union of South Africa ;
I further appoint Mr. E. J. Elliot, 9 of the Board of Trade, to be
Secretary to the said Committee. To tae Ricar Howourasie W. F. MASSEY, ,

(Signed) D. LLOYD GEORGE. Prime Minister of the Dominion of New Zealand ;

June 15th, 1920. To e Hosounasis Sie RICHARD A. SQUIRES, K.CM.G, K.C,

Prime Minister of Newfoundland ;

® On July 26th, 1922, Sir Gilbert Grindle, K.C.M.G., C.B., was appointed a

member of the Committee in the room of Sir Frederick Butler, K.C.?L[.G.ﬁ g.B., To THE RIGHT HONOURABLE THE VISCOUNT PEEL, G.B.E,,
who resigned on joining the Fomeign Office. Sir Frederick Butler had on . India : :
October 2nd, 1920, suc?:ded Sir A.:H. D. Steel-Maitland, who had resigned Secretary of State for India ;
on the ground of ill-health, . OF
t Sir W, 8. Meyer died on October 18th, 1922. . To teE Rigar Hoxourapie His GRacE THE DUKE
- \ Al
1 On April 15th, 1922, Hon. P.C. Larkin was appointed a member of the DEVONSHIRE, K.G., G.C.M.G,, G.C.V.0,

Committee in the room of Sir George Perley, resigned.

§ From January 19th, 1921, to June 7th, 1921, Mr. William J. Noble (now
Sir William J. Noble, Bart.), served on the Committee daring the absence from the
country ¢f Sir Kenneth Anderson.

| On May Oth, 1921, Mr. T. Harrison Hughes was appointed a member of
the Committee In the room of Sir Alfred Booth, who had resigned on the grcund of
ill-health. From February 81d, 1922, to May 1st, 1922, Mr. L. C. Hamis served
on the Committee during the absence from the ciuntry of Mr. T. Harrison Hughes.

€ Mr. R. D. Fennelly, also of the Board of Trade, bas [since September, 1920,
acted as Assistant Secretary.

Secretary of State for the Colonies;



REPORT.

WE, the IMPERIAL SHIPPING COMMITTEE, acting
under the first part of our terms of reference, have enquired into
complaints received from the Governments of the Commonwealth of
Australia and of other parts of the British Empire, and from bodies

interested in trade with various parts of the Empire, regarding the
operation of the deferred rebate system.

We now beg leave to report our contlusion upon this subject to all
the Governments of the Empire, since they are all concerned.

1. The question of the deferred rebate system was first brought to-
the notice of the Immﬁﬁ%ﬁﬁe—m a letter of the 15th
November, 1920, by the Government of the Commonwealth of Australia,
and a copy of this letter and of subsequent correspondence is appended
(Appendix I). From this it will be seen that the complaint arose from
the operation of the deferred rebate system in the outward trade to
Australia as against shipments by the Commonwealth Government Line
and that reference was made to allegations of threats that the Conference
Lines would shut out the cargo of shippers using the Government Line.
Finally, the Imperial Shipping Committee were asked to make a full
investigation of the matter ““ with a view to ascertaining whether some
recommendation should not be made to the British Government which
will protect alike the interests of the Commonwealth Government Line

and also the interests of the importers and shippers against the attitude
of the Conference Lines.”

2. Several witnesses in regard to this complaint were heard and
as the enquiry proceeded representations regarding the operation of the
system in other trades were received from the following quarters : —

(a) The Crown Agents for the Colonies—with special reference
to shipments cn Government account.

() The East Indian Grain and Oilseed Shippers’ Association
and nine other Trade Associations in the United Kingdom
interested in the Indian trade, who made a joint represent-

ation against the rebate system as obtaining in the Calcutta
homeward trade.

(c) The following associations in India made a representation
against the rebate system as applying in the trades
from India to United Kingdom, South Africa, the Plate and
West Coast of South America and to China, Japan and
Java :—

The Calcutta Jute Fabrics Shippers’ Association ;
The Baled Jute Shippers’ Association ;
The Calcutta Wheat and Seed Trade Association.

‘the Imperial Shipping Committee in' rega
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(d) The Associated Producers of East Africa and Uganda and,
more recently, the Associated East African Chambers of
Commerce at Nairobi.

(¢) The Ceylon Association (London).

(/) The Association of West African Merchants (who forwarded

- aresolution against any reimposition of the system in that
trade).

8. The question of the deferred rebate system as affecting the New
Zealand trade was also brought to the notice of the Committee, in the
course of correspondence with the Government of New Zealand respect-
ing the current freight rates charged by the lines trading to New Zealand,
in the shape of a recommendation, dated October 1920, of a Select Com-
mittee of the New Zealand House of Representatives to the effect that
the system should be made illegal.

4. Moreover, at the Conference of Prime Ministers and Representa-
tives of the United Kingdom, the Dominions and India in the summer
of 1921, the position as regards rebates generally was discussed and
strong representations were made by Dominion Ministers in regard to it,
but no resolution was passed precisely for the reason that the matter was
understood to be under consideration by the Imperial Shipping
Committee.

5. The Committee, accordingly, decided that their enquiry which
had hitherto been contined to the Australian trade, must be exten_ded to
Imperial Ocean Trades generally, and steps - wefe taken to obtain the
relevant evidence from the bodies and associations who bad made
representations and also from other representative bodies of traders and
shipowners.

6. There was, however, one item of the complaint from the
Australian Government which it was considered desirable to treat quickly
and separately. This had reference to the alleged intimidation of ship-
pers by threats on the part of shipping companies to shut out the cargo
of shippers who did not sh1i£ exeh;iively by the Co.nferenc.ia1 tLlljles.re 131::

sion on this particular matter was given m an Interim

fsosicel&l on bth August, i921 (Cmd. 1486 . It was to the effect that
certain cases had occurred where cargo had been refused by certain
Conference Lines although their 'shxps. were not full, on the ground %mt
the shippers had not conlined their shipments to the C?nfen'encl]e. ] 1}lne
Australian and New Zealand Conferences, however, emdp Ztlca,hy
repudia.ted any such policy of intimidation and it appeared that the
cases which had occurred were due to unauthorised a.c%gn 333 e{ir,‘e
art of subordinate officials in certain Conference Lines. e %u;
ghat report that we would investigate any complaint of such treatm®n

-which might be brought before us, but we have not received any

further complaint under this head.

i ion. Evidence has been taken by
7. To return to-the main question rcll e R el sebaty
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system? as applying in inter-Imperial trades from the following
witnesses :—

(i) On bekalf of the Australian Government (in January and
February, 1921.)

Mr. R. J. Turner, J. P.,'Cha.irma,n of Messrs. Turner, Davidson
and Company, Limited, Brokers to the Commonwealth
Government Line.

Mr. Lionel Frank, Managing Director of Messrs. Leopold
Walford Transports, Limited, Loading Agents for the
Commonwealth Government Line.

Mr. A. H. Wright, Chief Accountant in London to the
Government of the State of Victoria.

Mr. C. T. McGlew, Managing Partner of Messrs. C. T. McGlew
ari‘nddCompa,ny, Merchants and Exporters in the Australian

rade.

The Managing Director of a firm of merchants in the Australian
Export Trade who did not wish his name to be disclosed.

(ii) 0n1 gg;t)zlf of the Crown Agents for the Colonies (October,

Mr. T. D. Holt, O.B.E., Head of Shipping Department.
(i1i) Onlg%/g;lf of Traders’ Associations (November, 1921—Mareck,

Sir Stephen Demetriadi, K.B.E, on behalf of the group of
Associations referred to wunder -2 (§) as engaced in
the Calcutta Homeward Trade and in wga.réj to that
trade,

Mr. E. B, Tredwen, Chairman of the Australasian Merchants’
Association, Limited, of the Australasian Section of the
London Chamber of Commerce and of the Merchants’
Committee of the London Chamber of Commerce (who
however, gave evidence only as a representative merchant
and not directly ‘on behalf of any of these bodies) in
regard chiefly to the Outward Trade to Australia, = -

Sir Stanley Bois, on behalf of the Ceylon Association i
and m regard to the Colombo yHomewmd a'ﬁi?lel.n Hondon

Mr., W. Soper,on behalf of the South African Traders’ Association

and in regard to the South African Outward Trade,

Mr. W, W. Wilson, Chairman of the Jute and Linen Goods
Merchants’ Association, on bebalf of the Dundee Chamber
of Commerce and in regard to ocean trades generally.

Mr. W. H. Hooker, Deputy Chairman of the East African
Section of the London Chamber of Commerce, and Mr,

D. F. Basden, a wmember of the same Section, in regard to
the East African Trade.

Mr. Montagu Laing, of Messvs. Sargood Sons and Ewen, mainly
with reference to the inequality between the rebates in the
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New Zealand Outward Trade and those in the Australian
Outward Trade.

Sir Rhys H. Price, K.B.E,, C.M.G., of Messrs Peacock Brothers,
Import and Export Merchants in South Africa, in regard to
the South African Homeward Tradepm—=—- -

Mr. David Landale, of Messrs. Jardine Mathieson and Company,
Chairman of the China Association, in regard to the Far
Eastern Trade.

In addition, written communications were received from the West
India Committee, the Manchester Association of Importers and Exporters
and the British Imperial Council of Commerce who did not send wit-
nesses to appear before the Committee. )

(iv) On bekalf of the Shiposoners. _
Rt. Hon. Lord Incheape, G.C.M.G., K.C.8.1.,, K.C.I.E., Manag-
ing Director of the Peninsular and Oriental Steam Na;w-
--gation Company, as regards the case of the Australian;
Government against-the deferred-rebate systeryrr———
Sir Alan G. Anderson, K.B.E., a Manager of the Orient Line.

Sir Percy Bates, Bart, G.B.E., Deputy Chairman of the Cunard
and Associated Companies.

Mzr. R. D. Holt, of Messrs. Alfred Holt and Company.
Siv Ernest Glover, Bart., as representing tramp-owning interests.

The last four witnesses were nominated jointly by the Chamber of
Shipping of the United Kingdom and the Liverpeol-Steamehip -0 wners’
Association, who also furnished the Committee with a joint memo-
randum embodying their views.

8. The verbatim evidence of the witnesses has of course been dulY
recorded, but following our usual pra:tice, which is largely based on th®
ground of economy, we have appended to this report only a summary o
it (Appendix II) and not the evidence itself m extenso.

9. The whole question of Steamship Conferences and the deferred
rebate system was exhaustively investigated Dy the Hoyal Commisgion
orﬂmings which was appoinfeﬁ in .19Uti_a,w%mW’e
The main or Majority Report of the Commission gives detailed informa-

tion as to the origin and history of Conferences and of deferred rebates
and as to the features of these systems as existing in the various interna-
tional trades at that time. It surveys in detail, and Qiscusses at lengﬁ:,
the whole of the problems involved and it concludes with certain speciiic
recommendations to which we shall revert below. - It was accompanied by

an important Minority Report.

Details of the Commission’s publications, all of 1909, are as follows :—
Vol. I. Report (Cd, 4668).

Vol. II. Appendices (Cd. 4389,.
Vols. 1iI and IV. Minutes of Evidence (Cd. 4370 and Cd. 4685).
Vol. IV. Report of Sub-Commission apon evidence taken in South Africa, with

Minutes of Evidence and A ppendices {Cd. 4686).
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10. In all the circumstances and having regard especially to the fact.

that, as shown below, the recommendations of the Royal Commission
had not been exhausted

became clear to the Committee that it would be best to treat the present

or even to any considerable extent adopted, it

enquiry as SHRE&%Q;&? to that of the Royal Commission. Accordingly,
1t was decided to adopt Tor the purposes of this enquiry the evidence as

given before the Royal Commission and in taking fresh evidence to pay
particular attention to ;—

/ {a) Any ch?,nges which have occurred in the application or
operation of the deferred rebafe system since the date of the
Royal Commission. )

%) The manner in which or extent to which the burden of
complaint against the system has altered.

(c) Any steps taken to give effect to the recommendations of
the Royal Commission.

. 11. In the first place it has to be notel that new_or additional
legisla ion ag; deferred rebate system has since 1907 been passe
in Australia, South Africa and the United States of America, viz . —

(1) dustralia.

The * Australian Industries Preservation Act, 1906 ”’ to which
the Royal Commission referred as « containing provisions which
might %ﬁect the operations of shipowners making use of the rehate
system ** has now been consolidated and amended into the “Australian
Indu:stnes Preservati.n Act, 1906-10 ” under which rebates. are

definitely made jllegal.  This prohibition of rebates applies to all

trades outward from Australja,
() Union of South Africa.

The South African Government passed, in 1911 the Pos
Administration and Shipping Cotril)bin;fti’ons Diséot,n-a.@er(;:ntoﬁgg
which attacked the system of deferred rebates tbl‘oug‘hcthe medium
of the mail contract. It provide- that the Governor-General shall
not enter into any ocean mail contract with any person who

"BIves any rebate upomreonATEOR o the exclusive shi 3
by-vessels-of particular g o P of goods

s -,

(3) United St;ée.; of America

The Royal Commission stated that the system [of deferred
rebates] is protably prohibited by the [U. 8.] legislation directed
not against shipowners in particular but against all combinations
tending to create a monop.ly.” The system is now, however,
made definitely illegal by the Mel‘chanth])ipping' Act of 1916, as
amended by the Act of 1920 (Jones Act), and the legislation
appears to apply to shipments in both directions. i}

12. Changes in the operation of the Deferred Rebate system.

(' As a result of the new legislation in South Afvica it became
necessary for the Union Castle Mail Stewmship Company, Limited,
who held 'the ma,ll' contract between the United Kiﬁgdnm and
South Africa, to discontinue the deferred rebate system and it was
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also dropped by the other Lines in the South African Conference.
It has been replaced by the * Agreement System ” to which we.
shall have occasion to refer later.

Other changes that have taken place since 1909 are as follows :

(ii) dustralian Outward Trade.—During the war and owing to
causes arising cut of the war the Commonwealth Government had
become the owners of a considerable number of steamers and
after the end of the war this Government Line started regular:
services in the Australian Trade. In view of the Cummonwealth
legislation referred to above this Line was precluded from
becoming a party to the rebate system which the Conference.
continued to opetate in the outward trade to Australia, so that
shipment, by the Government Line involved the loss of rebates,
which on their part, however, the Government Line was ready to.
make good to the shipper on certain conditions, It is this position
that occasioned the present complaint from the Australian Govern-
ment and it is the mostimportant development in regard to the
commercial side of shipping with which we have to deal, with the:
possible exception of the South Africai agreement.

(iii) Calcutéa Homeward Trade—~—The Royal Commission in.
referring to this trade stated that ““ the bulk of the cargo shipped
. is rough cargo such as linseed, wheat and jute, all of
which is suitable for shipment by tramp steamers, and upon cargo-
of this kind it has not been foun possigle to impose the rebate
system.”* The deferred yebate system was, however, introduced

into this t}_‘q@e or general or rou%h cargoin May, 1919, bat not Tor
tea, the freight on which 1s fixed by a separate agreement.

V) West dfrican Trade.—During the war, the rebate system.
in operation in this trade lapsed. It was, however, reimposed
about the beginning of 1922, 'This was done, we uqderstand, at
the requeet of some of the smaller merchants engaged in the trade,
in face of the severe competition which they wee experiencirg
from one of the largest groups in the trade who were in a position
to load their own ships with full cargoes and also to get the
ordinary liner rate wuen it suited them. The smaller men hope, it
appears. by the re-imposition of the rebate system, to restore a
measure of equality. <

(v) East Afiican I'rade.— At the time of the Royal Commission,
trade with East Africa was little developed and vessels called enly
irregularly. In time, however, the trade developed, more regular
services were ran and the vebate system was imposed in both the
outward and homeward trades. During the present year the period
of deferment has been reduced from six to four months, so that.
rebates on shipments made, say, during the first four months of the
year become payable on September 1st of the same year.

(vi) Straits Settlements Homeward Trade.—~In 1911, an
agreement was arrived »t in London under which the Conference-

' \ ; lappi f rebates
dertook that once every three years the overlapping of re
:}Tosld cease and shippers be free to leave the Conference without.

* (f, Cd, 4068, Paragraph 64 (1)
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Toss of rebates. This opportunity was given in 1911,191%, 1917 and
1920.

13. As regards the composition and internal organisation of the
Conferences, we have received no evidence to show that any fundamental
changes have taken place therein, though the membership of certain
Conferences has undergone some changes, notably owing. to the dis-
.appearance of certain foreign lines as a consequence of the war. DMore-
over, no substantial alterations, other than those above mentioned,
appear to have been made in the details of the deferred rebate system
.as applied in the several trades.

14. Having thus far dealt with the changes that have occurred in
the operation of the deferred rebate system since the date of the Royal
Commission, we have now to examine the evidence that the shippers
have brought before us in support of their complaints against the system
and that of the shipowners in reply. A full summary of all the
-evidence will be found, as stated in paragraph 8, in Appendix IT (p. 31).

»

e PRESENT MaJorR COMPLAINTS AGAINST THE DEFERRED REBATE
SystEM. : .

,

(4) Complaints of unduly Iligh Freights and Profits.

15, While some of the shippers’ witnesses who appeared before us
seemed to be actuated rather by the feeling that steamship Conferences

Fad it in their power to press unduly on them than b% a.n% harsh treat--

‘miént actually Sufferéd, definite evidence was given by otheFs as pur-
porting "to show that shipowners, by mcans of - their- hold over
shippers through the rebate system, were able to, and did, charge unduly

high freights, and thus make unduly high profits at the shippers’ or
-consumers’ expense.

16. The complaints in regard to freights which were alleged to be
unduly high were based on certain comparisons ; firstly, with the freights
charged from Continental ports for the same destination and the same
commodities ; secondly, with the rates charged in competitive foreign
trades—in particular the rates on linseed from the Argentine were put
forward as showing that those from Calcutta for the same commodity
were unfairly high ; in both these cases the point of the complaint was
that the freight rates set upas a standard were not subject to the rebate
system ; and thirdly, it was sought to show by reference to the Bombay-
United Kingdom rates where again the rebate system did not apply that
the Calcutta rates were disproportionately high. The full facts and
contentions introduced in this connection on behalf of the shippers are
summarised in Appendix II (page 381 ef seq.), to which reference is
invited. - Similarly, in regard to the question of profits, this summary

will be found to contain details indicating the general line of argument
used by the shippers.

' 'This part of the evidence has, we recognise, serious aspects for
British trade and we have given it our careful attention. The ship-
owners’ evidence in reply is dealt with in paragraph 20 and the attitude
of the Committee in regard to it will be found at paragraph 31.
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(B) General Nature of Shippers’ Attitude.

17. The complaints made to us against the deferred rebate system
as a whole follow in general the same lines as those made to the Royal
Commission. 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 shipowners in a Conference tie their customers to them by
means of the rebate and are thus enabled to render it difficult for any
other shipowner to start a service in their particular trade, and any
shipper, through fear of the forfeiture of his accrued rebates, from:
taking a,dva.nta,ge of any more favourable opportunity of shipment which
may occur.outside the cegualas.lies. Thus, in effect, they maintain
that the shipowners are able to achieve a monopoly through —which they
can unduly press on their shippers.

18. The complaint of the Government of the Commonwealth
of Australia is of the same order. The Government contends that
by means of the rebate system the lines comprised in the outward trade
to Australia from this country prevent shippers from taking advafitage
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 exclusion of ThS Government Liie.

Tug SurrowNers’ REPLY To THE Major COMPLAINTS AGAINST THE
ReBATE SysTEM.

19. In dealing with the shipowners’ evidence given in reply to
the complaints that have just been described, we propose first to present.
that which deals respectively with the particular complaints of too high
freights and profits and with the general position of the rebate system.
arising out of the latter, and then to consider the advantages claimed by
the shipowners to be bound up with the system.

(A) As to Complaints of unduly High Freights and Profits.

20. In the first place, as regards the facts put forward by the
shippers to show that the Conferences by means of the rebate system
were in & pos'iﬁi.on to, and did a.?ma.tter Ha,ct, charge unduly high
freights and “consequently make unduly high profitgy, the shipowners
in ever?' case contend that fRe instances quoted do not:, justify the
conclusions which the shippers seek thereby to establish. A - full
summary of the facts and arguments brqught.forwg,rd in this way
on behalf of the shipowners will be found in A‘Lppendlx II (p. 41 ef
seq.). The shipowners’ evidence generally brings forward additional
fastors in the situation which offer explanations of the anomalies,
which in some cases, at any rate, are admitted to exist For example,
it was admitted that low Continental freights much cheaper than the
corresponding British Conference rates had recently occurred, but it was
stated that this was due to exceptional competition between foreign lines
which has brought the rates in many cases below the true econoric lev:ail,
that is, below the real cost, and, of course, the ‘situation has beex}lm made
more difficult for British vessels owing to collapsed and falling exc !i;gesé
We are informed that in normal times Conference agrpemi;l:; bep
Continental and British rates ‘at a parity ; this position eelz
disturbed by the war and its after effects, but there was now a movemen
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‘to re-establish it. In the cases of comparison of freight rates under the
‘rebate system with rates in similar trades in which the rebate system did not
-obtain, the shipowners offered explanations based on the various particular
factors affecting thosé trades,.of which all that need be said here is that
‘they go to illustrate the intricate nature of the business of running ships.

(B) The Skipowners’ General Attitude.

21. With regard to the general nature of the shippers’ attitude,
‘the shipowners who gave evidence before us urged very strongly that
the Conference and deferred rebate systems did not confer upon them
a real monopoly, but only, as it were, a i ly subject to very
-congider imitations. They say that shippers are free to ship oufside
the Conference 1if they are willing to forfeit their accrued rebates, and
further they urge that though the amount of the rebate might be as
much as 10 per cent. of their freight business over a period of nine
.months or more, it will be so small in comparison with the value of the
goods,shipped that it would be insufficient to hold the shippers to them if
‘they abused any advantages the system conferred on them. It is
admitted, however, that in the case of a large shipper the accumulated

rebates might amount.to.a s whigh would be greater
than the freight on a considerable consignment.

22. The Memorandum put in by the Chamber of Shipping and
the Liverpool Steamship Owners’ Association shows that on the
general question the shipowners adopt a standpoint which is practically
the same as that of the Majority Report of the Royal Commission.
They contend strengly, moreover, that the present complaints against
the system are not so strong as the complaints made to that Commission.

THE ADVANTAGES CLAIMED FOR THE REBATE SYSTEM.

23. The shipowners claim that they are enabled by means of the
rebate system to confer, certain alvantages on their customers. The
shippers readily admit these advantages, but they do not agree that
they cannot be attained except through the rebate system. The most
important of them are regylagty, frequency, and efficiengy of service,
together with stapility of freights, e_quzﬁ of treatment and abgfention
from shipment on owner’s account. ese advantages are not the

subject of any explicit guarantee on the part of shipowners ; they are
customary and implicit in the system. :

24. The Need for Regular, Frequent and Efficient Services.— It is
generally admitted that the Conference Lines do supply regular,
frequent and efficient services, As one witness put it to ue, « shippers
preferred small quantities of freight space at regular intervals.” With
certain particular exceptions, such as in the outward trades from
Manchester (cf. App. 1I. Page 40) and in the East African trade
(cf. App. UL Page 34), there was no evidence of any shortage of
tonnage or lack of facilities which should be provided by the Conferences.
Tt is also true that these features are equally present in certain trades
where, although there are Conferences, no ‘rebate system is in. force
(as to which see §38 below). )

95, Stability of Freights.—The importance of stability of freights
is obvious. It enables merchants to make forward contracts with
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-certainty and reduces the speculative element which traders dislike.
The shippers who gave evidence were nearly all in agreement that
stable freights were a necessity for modern tride. The shipownf:rs
point to the very ' great increase in tramp rates during the war pergod
relatively to the corresponding increas‘eﬁr rates as a demonstration
of the stabilising influence of Conferences 'TEGUSN it appeared i.;hat.th'e
present system might tend to delay falls in freight which were justified
by changed conditions, the shippers were generally fally prepared to
acquiesce in this possibility for the sake of stability.

26 Eguality of Treatment.--The shippers who aPpeared before us -
were again mostly of opinion that it was extremely .satnsfa.ctory to them
in their business to know that the freight rate is the same for all
shippers. In the case of general merchandise, no case was brought to
our notice where the general rule of equal freights for large and small
shippers was not adhered to. It might happen that a-large shipper
could secure a reduction in the ruling rate, but where this was done
the vate- was-ales~reduced-for the small shipper irrespective of quantity.

27. There are certain exceptions to this rule as, for insta.nce,. in
the ease of large consignments of rails and similar commodities
which ave peculiarly fitted for carriage by tramps and chartered vessels.
In such cases, shipowners have perforce to make contracts for their
carriage at lower rates than those charged for a smmll consignment of
the same nature, and shippers, generally, do not take exception to
those restricted departures from the rale. :

28. No Carriage of Cargo on Ship’s Account. —1t appears that in-
certain cases it was the practice, prior to the introduction of the rebate
system, for ship »wners when they found it difficult to provide sufficient
cargo for their ships, to purchase cargo themselves and ship it more or .
less as a speculation in compstition with the regular merchants. It is
implied in the rebate system, although not explicitly guaranteed, that:
shipowners shall abstain from any such procedure, and the shippers
regard it as important that this position should be maintained.

29. To sum upwthen, . regularity of service, stability of freights
and equality of treatment, together with abstention from shipment on
shipowners’ account, are the sogi a;l;anta:g:s whlclfl' g 1sf claimed bg

i 's can only be secured by the existence of Conterences an
the shipomners oan oY ffoctive tie  On the other hand,
the shippers are not un at. Conferences ar}d their ties
are & necessity without which the advantages ceuld not-
stable and regular conditions are gssentlal to the conduct of modern
commerce is, however, clearly the view of the large majority of shippers,
and with this view we find ourselves in entire agreement.

THE MAIN QUESTIONS AT ISSUE.

30. It appears to us, therefore, that the main questions we have
to consider are what conditions are necessary to secure regular, frequent,
and efficient services af moderate, equal, and stable rates of freight and
what assurance of continuous support from shippers is necessary to enable|
shipownets to offer such services at such rates. ) N .

ion whether a particular freight is or 1s not unduly
5higl?1in'\lr‘<k)lliizgsz(s) it does, thel consider:tion of very many highly
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variable factors, is vevy difficult to answer. Even more formidable is
the question of what is a reasonable profit. Thus to deduce any reliable
conclusion from this part of the evidence would, in our view, necessitate
a very searching investigation, and even if this were practicable it
appears to us doubtful wheWsesR. results obtained - would be of any
general application omempertance. It should, however, be added that
during 1921, acting on a complaint by the New Zealand Government,
we did investigate specifically the level of freights in the homeward
trade from New Zealand. Onthat occasion we had before us definite
audited information as to the out-goings and in-comings for a continuous
“series of round voyages in the trade, and in our Report (Cmd. 1564) we
give our conclusion that the freights current at that time were not
unreasonable,

(a) Question of the Necessity for Conference Systemss

32. It appears now to be a universal condition of the largerlindustries
in all progressive countries that there should be a hich degree of organi-
sation among the chief companies, firms, or oth&—um%n-
dition is especially marked in industries which have t» deal with transport.
The necessity for such organisation obtains clearly in the case of liner
services. They have to provide for the distribution all over the world of
heterogeneous classes of goods, the circulation of which to an ever increas-
ing extent constitutes an essential part of the world’s economy. The
requirements for this part of commerce are in marked contrast to those
of bulk cargoes in general, where large quantities of the same kind of
goods have to be carried at irregular intervals The ships which cater

for this trade are in the main separate units, but the liner service requires
fleets of ships operating in unison and consequently large capital resources
|and a carefully perfected central administration,

33. It is clear that competition between individual liners or lines in
the same trade would be quite incompatible with stability of rates and
that the trade would in fact tend to return to the disturbed
conditions which prevailed before the introduction of the Conference
system, or to those characteristic of the tramp markgf- The shippers
might for a time secure the benefit of low-cut rates, but there would
inevitably be a strong tendency to abandon regularity in sailings and there
would be no guarantee, such as obtains at present, of any general pro-
gress in the type of vessel plying and the nature of the facilities afforded.
We consider, therefore, tH¥TYNE CONTeTence Sy oteT Thuse be accepted as
a necessary concomitant of modern commerce.

(b) Question of the Necessity for a « Tie”’

34. It has been further strongly urged upon us by shipowners that as

a general rule these Conferences could not remain in being and able to

ensure to shippers the advantages referred to above unless they had some

assurances of continuous support from their customers. In other words,
t'they claim that the shippers in a particular trade should he, in some
. manner, tied tothem, ~The arpmment-te-that under the deferred rebate
system the ship owners feel themselves under an obligation to provide
gailings at regular interuals, tho-vess i T th(;Ié
freights stable and to treat large and small shippers alike. The fac

t

a trade was open to all shipowners would lead to the incursion of outside
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ships at times when the trade was flourishing, or enable large shippers
‘to charter to the detriment of smaller shippers, while retaining the right
to use the liner service when it suited them. These autside ships would
quickly disappear when the seasonal or periodic depression set in, leaving
the regular lines to bear the brunt of this depression. The attitu«e of
the Cohferences is that they could not continue in times of bad trade to
furnish regular services in which ships often sail with little cargo unless
in times of good trade they are permitted to carry all the cargo pﬁermg.
Without this assurance, they could not afford to gend their ships on_ly
partially filled. Advertised sailing dates would go by the board and in
the long run regularity of service would be seriously impaired. .
35. Further, it is claimed that not only the regularity -of the service,
but also its’ efficiency would be impaired. Without the comparative
security of tenure which the tie over their customers gives to them,
shipowners would not have the same incentive to undertake building
programmes and to furnish larger and faster ships or types especially
suited to a given trade. The intermittent competitor would generally be
of the tramp class, which, .although not suitable for the tran-port of
many kinds of cargo such as fine goods, which would still go by the more
regular and better boats, would nevertheless be well able to carry .a'great
volume of general goods of medium and low value, especially in cases
where time is not an essential factor. The loss of tl_ns cla:ss of cargo
would be of great moment to the regular lines and obviously involve con-
siderable changes in the freights charged on the remaining goods or in

-the whole policy of the lines.

36. In this connection we thought it desirable to ascertain the views of
the tramp owners themselvés in regard to the deferred rebate system.
The evidence givén by their representative was to the effect that although
tramp owners did not pretend to like the rebate system, which was
admittedly aimed at excluding them, they did not hold any strong views in
the matter so long as the system only applied to parcel or berth business
and did not extend to whole cargoes; and that, generally speaking,
tramp owners did not want to cut into berth business. ,

37. It is also clear that if a trade l;)ecomes open to 1competitis.ion
' side ships, the cutting of rates becomes a normal operation
Eid Oaliti stabilit‘P;r’is destroyeﬁ. This would render it difficult for
shippers to make forward contracts with any degree of certainty
and would introduce that speculative element which is detri-
mental to modern commerce and which shippers desire to avoid.
Further, individual lines anxious to secure their own positions as far'a‘:
possible, would gradually be driven to make perferential contracts thld
customers controlling large amounts of cargo, and such contr:i\,qts woﬁl
naturally give a large merchant considerable advantage over his smaller

o, i hat 1 ilings are to be

8. On the other hand, it is true that regular sailings are 1o b
fout?d in certain trades 1’vhe1'e nothing in the nature of a tie emzt;..s.
Instances of such trades are given in the summary of evidence (Appendix

I1, page 47). On examination it will we think, be found that the
D

ition is 1 i he peculiar eircum-
i sition is in these cases attributable to the p T !
2:;:55;0;?11;1?: q'1;1-:;,(<)ie, or that, though more or less regular sailings are

given, the other desiderata are missing.
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39. Most of the shippers who gave evidence before us were of
opinion that some tie was necessary. Some, however, said they would
be quite content to ship with an open freight market. There is no
doubt that such a market would suit some shippers, especially those
who ship large quantities of bulky goods, but their trade would approxi-
mate to that which is catered for by the tramp.

40. We have carefully considered the question of the necessity for
a ““ tie,” and it appears to us that there is a clear mutual obligation - the
shipper wants the ship on the berth without fail and the shipowner
wants the goods on the berth without fail. Hence we find that it is
necessary for the Conferences to have some assurance of continuous
support from shippers such as will constitute an effective method of
preventing intermittent and irresponsible competition for berth cargo by
outside ships. .

(e) Question of the Entry of a New Line inéo a Trade,

41. The case of a new line definitely organising itself to enter a
given trade and provide aregular service is different. It is to such a
line, rather than by chance shipments in vessels of the tramp class, that
the shippers would look if they were dissatisfied with the service they were
obtaining from Conference Lines. Shipowners urge upon us that the
deferred rebate system is not sufficient to prevent the entrance of a well-
organised line desirous of a permanent place in the trade provided that the
shippers want it; and that if such a line offers on the whole better facili-
ties than the established lines and is prepared, as is geuerally done, to
reimburse the shippers for their loss in accrued rebates in return for
their support, many shippers would gravitate to it. We think that there
is some force in this contention. In the history of the deferred rebate
system there have been numerous attempts by new lines to enter particu-
lar trades. Many of these have been successful and the new lines
admitted to the Conference after a more or less protracted struggle. In
-some cases these lines were invited to enter the trade by the shippers,
who have even at times organised mutual shipping companies themselves.
On the other hand, it is conceivable that many shippers would be deterred
from using an opposition line by the fear that the established lines would
discriminate against them by, for instance, shutting out any cargo they
might wish to send by these lines. Such a policy has, however, been
expressly repudiated by the Australian Conference (cf. § 6).

42. These conclusionsdo not, of course, involve the proposition that

the deferred rebate system is necessarily the only or the best form of

tie whereby the shipowner can be assured of the requisite degree of
support for his liner services, or that any tie can be devised to which
there will not attach disadvantages in practice or potential abuses which
must be provided against as far as possible. We have accordingly” now
to approach the questions: (a) whether there is any alternative to the
deferred rebate system, and (4} what recommendations can be made
with a view to minimising any disadvantages that may attach to that
system or to any such alternative.

_ment is attached as Appendix IV.

“upon the accumulation of what they consider
~owners’ hands ;
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Tue CoNCLUSIONS aXD RECOMMENDATIONS oF THE RoYAL CoMMISSION -

ox Sureriva Rines.
of these matters, it will be

£ the Royal Commission on
A short statement

43. Before entering upon a discussion

(éonvenien{i to refer to the conclusions o e

hipping Rings and later to their recommendations.
of li);ﬁeir main conclusions is appended (Appendix I1I). The§e wlze nc::t
unanimous and were contained in a Majority Report, a Mmorltyh po_ru,
and an important reservation made by Sir David Barbour. In the ;n atlhé
our present conclusions as to the necessity for the maintepance Of t.he ,
Conference system and for some form of tie coincide with those o tie to
Royal Commission. They further found that the only alternative 11e]_ch
the deferred rebate system was the system of preferentlal contracts w 'J;h
had heen in operation before the introduction of the rebate S)'Stem]'l. re
Commission did not approve this system at all, and most of thgt-“ I%pfcs
who gave evidence before us were opposed to any reversion to lb ]; te
contracts exist in but few trades now, having been replaced by r?h?::h
systems with v.rying periods of deferment on almost all routes on whi
general merchandise is carried.

THE AGREEMENT SYSTEM.

44. Since the issue of the Royal Commilssion’s .Rzport,e r:t?:vae{”vz
new method of tying the shippers has recently come mto ope: -
ref‘gr to the Soutf]’ African Agxlﬂ)eement. When the South African legisla-
tion which we have mentioned above forced the liner compaa,mets7
trading to South Africa to relinquish the rebate system, an agreeznen
was drawn up after negotiations betweencthef South Air;c:n g‘frzﬁz ag::c;-
bl : ol ipping Conference. e-
ciation and the South African Shipp: g o ahin I}))g; ‘ ghof e

oree to give.their entire support to the regular lines in the Conference.
;; setunol, the lines under{:)a?ke to maintain regular berth sallu‘lgs- 3’0
advertised dates, the ships to sail full or not full, and to plOVlde
sufficient tonnage for the ordinary requirements of the trade ; 5}11)1 ;
further, to maintain stability of freights, which are definitely. prescrll' ke
in the agreement, and equality to rates to large and small shippers 3 i he.
Arrangements are made for consultation between the Assocm},]tlon anttt e
Conference regarding any revision of freight rates and other nlla ersﬁ
and also to meet any disturbantees caused to the stability of ;‘ates throug .
the cutting of rates by outside lines. The agreement‘ s , or one n}gila;
and is terminable by either party at any time thereafter a 51§ m?

notice. ’
i i y ith the deferred

B ]l be seen that this agreement equally w1 e
1-eba£t;.s;’sct;vrl1 fulfils a two-fold function. On the one hand,.lf;1 elésTﬁs
to the Conference the entire support of shippers over the period of the

" 1 ici es to the shippers the advant-

: d on the other it explicitly ensures to the sl .

g?r?zligtv?l?iclfthey are entitled by implkxlce.ﬂ:londlﬁndercftehfz1 Oztsaba;'lcgt sg:}t)zﬁﬁ
! i i eren

The shippers pay net freights and their atheir e o the mhip-

the continuous nature of the hold which the rebate

system implies, and to which shippers object, disappears.
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46. The shipowners did not regard the agreement system as such an
effective tie as the rebate system mainly because it lacked its automatic
character. In their view, it was difficult to bring all shippers in a trade
under it, and the protection which the shipowners were able to afford to
the shippers giving them exclusive support would be wanting unless all
shippers signed the agreem-nt. They did not think it was likely to be
so effective for other trades as for the South African outward trade,
where the shippers’ interests were to an exceptional degree represented
by their Association. They said that the agreement s

ystem had not
been established sufficiently long for any definite opinions as to its value
to be formed.

47. On the other hand, we gathered from the shipowners that at

present the agreement in the S»uth African outward trade was working
not unsatisfactorily. The witness on behalf of the South African Trade
Association, which represents merchants engaged in the South African
trade, stated that they were well satisfied with the working of the agree-
ment.  As regards the extension of such a system to other trades, there
was no conclusive evidence,

48. Impressed by the possibilities of the
contract system as an alternative to the defer
explored the idea of an option bein
the two systems, and, as the aititu
that they were genuinely anxious
customers, the shippers, in any pr
tion of extending an option to shi
deferred rebate systems specifical
Shipping of the United Kingdo

agreement or general
red rebate system, we
g given to shippers to choose between
de of the shipowners led us to believe
to fall in with the wishes of their
actical scheme, we brought this ques-
ppers as between the agreement and
ly to the notice of the Chamber of

Ing ) m and the Liverpool Steamship Owners’
Association. In their reply they have expressed the opinion that the

Conferences would be perfectly ready to go into the matter with their

shippers if a majority of them pressed for the option (see copy of
correspondence in Appendix V). .

AN OPTION BETWEEN THE REBATE AND AGREEMENT SysTEMS
REcoMMENDED.

49. On further cons;j

) ! deration we have accordingly come to the
conclusion thit in the

¢ ) adoption of such an agreement system as an
alternative, a solution—or at least an avenue to a solution—of this

vexed question of deferred rebates may ke found. The deferred rebate
system is plainly open to certain objections, and although the agree-
ment system is equally open to objections, we recommend that it should be
gvven to shippers as a running option. Individual shippers should have
the choice (a) of binding themselves by means of an agreement over a
certain period or by a running agreement subject to a certain period of
determination or (& of remaining under the deferred rebate system.
Both systems could therefore be in operation simultaneously, but all
shippers would be held by one or other method.

50. It must be understood that, in arriving at this conclusion, we do
so without 1n any way committipg ourselves to the suggestions as to
details which are contained in the shipowners’ reply. It is clear,

however, that certain safeguards would be necessary. If a real choice
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of systems is to be left to the. shipper, particular care must be taken
that as far as possible the net financial results, Le., the net freights and
the net liability for breach of the conditions of either system, should be
the same in both cases.

51. In the case of the South African agreement, no penalties are
provided for any infraction of its terms by either party to 1tf, though 1(‘[{
anything occurs to disturb the stability and equality o ;ates ax;d
effective measures to protect the s1guatqry shippers cannot be ‘ agre t
upon, the shipper or the shipowner may Wlthdl‘i'lw from the agxsemg;xh
at short notice. Though this absence of penalties may Correspon mld
the special circumstances of that trade, we consider that it goflil
generally be necessary in other trades that the agreement should (;l .nle:
Penalties, whether by way of liquidated damages or other method, -whic
would attach to breaches of the agreement by either party to it. ,

52. As regards the machinery whereby this option could _be
eﬁeetively givezl to the shippers, we hav-e 'ah'eady gtuted that in our view
the agreement must be with the individual shipper, but at the same
time it is cl-ar that the terms of the agreement must be settled betwrlt?in
representative bodies of shipowners and shippers for each trade. The
actual contract would be made in each case between an individual shipper
and an individual line belonging to the Conference.

Trapers’ ASSOCIATIONS.

. In this connection it is necessary to revert to the recommenda-
tionggof l;bt; Royal Commission for dealing with any disadvantages or
possibly abuses of power which might arise from the deferred rebate
system. The conclusions common to the Majority and Minority fgports
were, in brief, to the effect that shipping conferences and the deferre
rebate system give the shipping companies powers which on .occagx::lx
may exceed those necessary to enable them to maintain an organis
service, and that the measures desirable to secure.that t}lose lzowers are
not abused would be the formation of representative shippers’ associa-
tions, the provision of facilities for enquiry, conciliation and al.'bltrat‘non,
and a greater degree of publicity The central feature of their tz;g_m-
mendations was undoubtedly '}}Le forngl(fl)/c‘x‘otxil (:}f assgmtilfol:lsogegﬁelzsegf txg:

chants and shippers. ey sal at most, if s °
zefrir:s; abuses to wﬁﬁh the _[Conferfﬁxce] sgrst;,fem (;:clﬁ:gltz (::::i l;.}z] ir;prg:s
died by such counter-combmat_lons on the part of m iants and ¢ ppers

at it is generally undesirable that the State shou
?:iet(ily or pfevent g{ievances which by a reas):?na.rll)‘lle: efforti'e;:lzx; v?Z

revented or remedied by the persons concerned. he %xpel:_uo Qe
Eave’had as a Committee during the past two years n} ea :'ﬁ'?n T

uestions arising between shippers and shipowrers amply con
gtatement, which we therefore strongly endorse.

i ion has
we find that this salutary recommendation
b 5‘:131 gzsrglﬁ;ei? a very limited extent, and consequezgla)‘; i ;1’; sh?xf
bzzz im 1:)ssible fo put into practice the ancillary rec:[tx;lt:geAustralasian
favour o% conciliation and arbitration. The exxstelt:ceto i
Praders’ Association and the South African Merchan
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-the South African Traders’ Association, which were set up before the
Royal Commission met, in 1902 and 1892 respectively, show that it is
possible to form such representative bodies of shippers. We understand
that these two bodies work in close connection with their respective Ship-
ping Conferences and that this co-operation has achieved good results.

55. The only bodies of importance formed on the lines recommended
by the Commission and since its appointment which came to our notice
are (1) the Manchester Association of Importers and Exporters, which
was established in 1908, while the Commission was still sitting; (2)
quite recently, and, at any rate in part, as a result of a recommendation
from our Chairman, the Hast African Section of the London Chamber
of Commerce has set up a Shipping Committee which has entered into
discussion with the East African Conference as to freight rates
and allied questions, and arrived, we underst nd, at certain satisfactory
arrangements which, as already stated [ef. § 12 (v) ], include a shorten-
ing of the period of deferment. Further, it has now been decided by
the parties concerned to form in this trade, a thoroughly representative
association on the lines of those already existing in the South African
and Australian and New Zealand trades.

56. Shipowners have told us that they welcome the formation of
these shippers’ associations with whom they can fully discuss conditions
i the trade, because by this means they can become more fully aware
of what their customers want and meet their wishes accordingly. On
the other hand, it appears that these shippers’ associations have been
difficult to form on a comprehensive basis because of the jealousies and
divergent interests of the shippers and the natural fear that they may
have to divulge their business to their competitors. The above
examples show that the task of bringing the shippers in a trade together
is by no means impossible. Further we consider that if through the
Instrumentality of such associations the shippers were put in a position
to exercise an option as to the system under which their freight business
should be conducted and to settle the terms of any agreement that
might be concluded as well as other questions of importance there
would be stronger inducements to the shippers to see to it that efficient

and thoroughly representative associations or committees were created for
these practical purposes.

57. In conclusion then, our second recommendation is that for
every trade route the s/m]?pers should take steps to form representutire
Assocrations whose function should be to meet the Conferences, their

already constituted counterparts among the shipowners, with a view (a)

geaerally to the discussion and amicable settlement of any outstanding
(.hfferen.ces and of questions of mutual concern as they may arise and {2)
in particular to the exercise of the option, if desired by any appreciable
proportion of the trade, between the rebate and agreement systems and
the negotiation of the specific terms of such systems.

58. We consider it very important that the Associations mentioned
above should be formed, not only in the Mother Country, but also in the
Dominions, India and the Colonies, We think that shi,powners should
have direct relations with such Overseas Associations so as to facilitate
mutual understanding and the discussion and settlement of differences.

2F

Associations in Great Britain and in the Dominions would naturally be
in close touch with one another and arrange for a frequent and regular
interchange of views on matters affecting their trade. This would not
fail to enhance the value of the work of each Association.

Tue MiNokR COMPLAINTS AGAINST THE DEFERRED REBATE SYSTEM 4S
AT PRESENT IN OPERATION.

59. So far we have been dealing with the general principles which
underlie the deferred rebate system. We have, however, received
certain minor complaints against the system as actually working,
most of which had previously been brought before the Royal Com-
mission. Several witnesses, for instance, complained of the addition.l
labour which the system throws upon the shipper who may have to
deal with it in several trades in which the periods of deferment and
amounts of the rebate are different, while he has to keep his books open
for a considerable time; and it is left to him to make his claim on the
shipowner and also under the conditions laid down he is liable to forfeit
his rebates if such claim is not made within a limited period. It is
contended or implied, therefore, that if the system is retained it should
be made simpler and more uniform, the period of deferment being
reduced as much as possible, interest being paid on the rebates while held
by the shipowner, and that these should he repaid by “the shipowner
promptly as they became due without the shipper baving to claim
them. Kull details of these and other complaints and of the shipowners’
replies thereto will be found in the summary of evidence (Appendix II,
pp- 39 and 49).

60. We do not propose to make any specific recommendations regard-
ing these minor complaints, as we think that they are of such a nature
as can best be remedied by the methods we outline above, namely, by
negotiations between associations of shippers and the Conferences. In
the circumstances it need hardly be pointed out that complaints as to
individual freights would also lend themselves to settlement through
discussion We consider, however, that a greater degree of uniformity
in the details of operation of the deferred rebate system should be
achieved and that the terms of the agreements to be negotiated should
be settled on as simple and uniform a basis as possible. In this connec-
tion and for its own sake we would support the.recommenda,txon of the
Royal Commission in favour of greater publicity in respect of the docu-

ments concerned. '
Tae AUSTRALIAN GOVERNMENT LINE.

. With regard to the more s ecific complaint of the_ Australian
Govilnmenﬁ;, it %s evident to us tha.ul;;he. existence of t:he defeired rebate
system in the outward trade to Australia, coupled with the Australian
prohibition of such system, operates to prevent the conduct and the
development of the trade by the two groups on amicable lines. On the
one hand, we understand the Conference to say that, whilst they.are
perfectly ready to acquiesce in the claim of the Commonwealth Govern-

ment Line to participate in the trade, such participation should be

” ibi Iv to the Conference Lines. On
governed by the same conditions as apply e ee  momment

the other hand, we understand, it is impossible
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Line to adopt these conditions, having regard to Australian legislation
and opinion on the subject of rebates. If, however, the rebate and
agreement systems were instituted side by side in the trade as optional
alternatives, it should be possible for the Commonwealth Government
Line and the Conference to serve the trade in amicable concurrence on
the understanding that deferred rebates allowed by the Shipping Com-
panies would not be forfeited by reason of shipments with the Common-
wealth Government Line, and that, on the other hand, shipments made
by the Conference vessels would not constitute a breach of agreements
made with the Commonwealth Government Line.

62. We regard it as very desirable that an effort should be made to
find a solntion on the lines indicated, and we would thercfore suggest
that negotiations between all the parties concerned should be set on foot
to this end. We think that the suggestions made above will afford a
sufficient means whereby the legitimate interests of the Commonwealth
Government Line and the Conference I.ines ean be satisfactorily harmo=
nised ; but, should our anticipation prove unfounded, the question could

without difficulty be referred back to this Committee by either party for
further consideration and report.

CONCILIATION aND ARBITRATION.

63. We do not recommend legislation to enforce the option between
the two systems. As already indicated, it is our view that conferences
between the vespective Associations of traders and shipowners will in
general achieve the necessary measure of understanding and agreement
in regard to any questions arising out of the deferred rehate system, the
agreement system or the option to be given between them. T meet the
exceptional cases of disagreement it will, we think, suffice, as recom-
mended by both the Majority and Minority Reports of the Royal Comn-
mission, to provide for an ap;eal to an independent body whose powers
would extend to conciliation on the application of one of the parties and
to arbitration on the application of both parties,

64. Those Reports recommended that such powers of conciliation
and arbitration should reside in the Board of Trade. We venture to
suggest, however, that in view of the Imperial scope of the problem, it
will be more appropriate if these powers were vested in the Imperial
Shipping Board which this Committee has already recommended should
be set up*  Among the contemp'ated purposes of such a Board were
enquiries into complaints regarding Inter-Imperial ocean freights and
conditions and, specifically. the exercise of coneiliation between the in-
terests concerned,  Suclia body in permanent session and with increasing
experience of shipping conditions throughout the Empire would be well
fitted to investigate disputes and, in the eourse of a continuous and
careful survey to determine whether any further measures than those
indicated in this Report may become necessary.

65. Until such a permanent Board has heen appointed it might
be convenient for the present Imperial Shipping Committee to exercise
these functions of conciliation and arbitration in so far as they would

# Cf. Cmd. 1483.  Report of the Imperial Shipping Committee on the Functions
and Constitution of a Permanent Imperial Body for Shipping Questions.

N A B L
I N
25 - -

. extension of them
fall within our existing terms of reference or any ,

that might be deemed desirable. ord the loss of our

66. Tt is with great regret that we hsmuta0 e:ec G.CLE., K.CS.IL,
distinguished colleagus SIlr d\‘: ll&r:died \A’er\): sxiddenly on le;gl;ﬂ];esé
{—I]f’}l Cgm%}fliilehf:;ex :ssisi;ed in the deliberatio::dof;:e 533‘ that

bon hi uR ‘ort until it was in an advanced stage lete agreement with
;llpon : 1sn0 el]oubt that he would have been in comp 3
1ere is

d cretar
the Report as finally settle indebtedness to ouv Secretary
67, Wo desire to place on reort G S INE "R D Fennelly, whose

sery (v . . e { or' lla.ve been
» ; ; i V” y pal’&tion Of thls Rep t
'iC(, ill Ci)lll]ection N lth thc l

very valuable.
H.J. MACKINDER {Chatrman).
G. GRINDLE.
H. LLEWELLYN SMITH.
Perir C. LARKIN.
H. Lagxix,
J. ALLEN.
GEeo. Bowbex.
KEexNETH S. ANDERSON.
W. L. HicHgxs.
T. Harrisox HrGHES.
Kexxer# LEE.
James W, Murray.

E. J. Evttor (Seeretary).
R. D. FuNNELLY (dssistant Sceretary).

9 December, 1922,

Nore.—Owing to his absence from this country, Sir Edgar Bowring
o i~

has been unable to sign the Report.
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APPENDIX L.

Cory oF CoRRESPONDENCE With the Government of the Commonwealth of Australia

regarding the Operation of the Deferred Rebate Bystem in the Australian Out.
ward Trade,

COMMONWEALTH OF AUSTRALIA.

Commonwealth QOffices,
Australia House,
Strand,
London, W. C. 2,

15th November, 1920.
S1B,

Adverting to my letter of even date, | am directed by the High Commissioner
to state that he hag been requested by the Commonwealth Government to bring under
the notice of your 'Committee a cablegram which was addressed to the Imperial
Authm:ities by His Excellencythe Governor-General on Oth July, 1919 (copy attached),
regarding the Rebate System applied by Bhipowners to the Australian trm{

T am to point out, further, that in many cases Merchants to-d
the steamers belonging to this Governme
by the Conference Lines if they do so, and

(N

ay fear to utilise
nt owing to alleged threats of victimisation
, that the Commonwenlth Government is
now taking the necessary action to prepare evidence and arrange for witnesses to bring
the whole facts under the notice of your Committee, )

Tamto request you to be goud enough to_state the approximate date at which

as early as possible, as it
orward arrangements of snch a nature as to enable the evidence

he most concise and up-to-date form possible,

1s desired to make f
to be presented in ¢t

I have the honour to be,
Sir,
Your obedient Servant,
(Signed) Geo. J, HoaBsrx,

Acting Official Secretary.
The Secretary,

TInperial Shipping Committee,
Board of Trade Offices,
Great George Street,
S, W, 1,

{Enclosure,)

TELEGRaM from the Governor-General of the Commonwe
Secretary of State for the Colonies.

(Received, Colonial Office, 9th July, 1919)

Following from Acting Prime Minister t—=Begins : With reference
by vessels of Government of Commonwealth of Australia line desire invite attention
to deferred rebate system of shipping conference which provides for full freight to
be paid in first instance a_nd at end of‘l'.l months provided shipper declarves he has not
departed from conference lines, he obtains rebate equal to 10 per cent. on freights
paid during first 8 months of the 12. Shipowner thus retains right cause
shipper forfeit 12 months’ rebate if he wishes and shipowner further has al-
ways in hand 6 months’ rebate. In case of “ Bulla’® Government of Victoria booked

alth of Australia to the

to shipments
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. . . sob s ted would
consignment of explosives but in March withdrew booking which it was sta 0
involse ,forfeioturepof £700 in accrued rebates fro.n} shipping conferencea(;:l\epl::;;):gﬂ
shipinents this notwithstanding Government of Victoria had fbeen un; ? chipo oo
previous 7 months obtain space owing unsuitability of cargo quwstek?gfities that
transports. Law suthorities suggest for consideration of I!npeg!_ :“ oduced by T
with a view to protecting Commonwealth funds.leglslatlon' t_ln rAct 1605/10
perial Governments similar to Australian Industries Preneru:1 ion At e mith
which provides inter alia that any person who in relation to trade or ct e alings
other countries or among States either as principal or agent in m:[:'ecrebate efand
any goods or sevvices gives offers or promises to any other pergon]aﬁth any person
etc. Tor reason or upon condition that latter person deals exclusxvte y e inty of kind
shall he guilty of an offence (penalty £500) and every contrac e!;acticable suggest
referred to shall be illegal and void. 1f such leg:slatxonIImPria‘ Investigation
advantage might be taken include in_functions proposed lﬁﬁies interested with
Board duty of enquiring into compl:nnl':-ﬂ. from Jpersons or, 1 trade or into any
regard to ocoan freights facilities and conditions of mter-‘mpenn'nuting thotitios.
question similar nature referred to them by any of the nomi
Ends.

Mouxzo Frrausox.

(ixtract. COMMONWEALTH OF AUSTRALIA.
Commonwealth Offices,
Australia House,
Strand,
London, W. C. 2.
31st December, 1920.
Sin,

Q ; . irected b

Adverting to your communication L.8.C. 62 of the 14th idem, éo :mmtzli:l;cd e uy1

he High Commissioner to forward herewith copy of a comfnumcatm)e ocelved Trom
thz t ;gne Minister's Degm'tment in Australia under date 12th October, tog

copy of the statemant referred to therein.
) . » * *
I have the honour to be,
© Bir,
Your obedient Servant,

(Signed) J. B. CoLrins,
Acting Official Scoretary.

E. J. Elliot, Exq.,
Secretary, )
rial Shipping Committee,
hapenia ml)ioard of Trade Offices, L
Great George Stree*, 8. W. L.

COMMON WEALTH OF AUSTRALIA.

Prime Minister's Department,
Melbourne,
12th October, 1920.

ANDUM FOR
MBM’?;:O Acting Oﬂicil:\l.?o.crctnry
in Great Dritain, . "
X 5th August, No. 436-4—48, on
With reference to vO memorandus OfI forward herewith for transmission to

j al Shipping Committee, e i mistion to
:}ﬂ)]gct Oi tl};'c OIfrr; (;1 l(f,“}arzlrlrll?tl?er:fn statement prepared on information supplied by
he Secretary of



28

authorities of the Commonwealth Government Line of Steamers, drawing attention
to certain adverse discriminatory methods practised by the Conference Lines of
Steamers, against shippers to Australia by the Commonwealth boats, with a view to
the matter forming the subject of enquiry by the Committee.

(Signed) M. L. SpeprERD,
Secretary.

(Enclosure.)

STATEMENT REGARDING NON-GRANTING OF DEFERRED REKATES

BY CONFERENCE LINES TO SHIPPERS BY COMMONWEALTH
BOATS,

In July, 1919, the attention of the Sceretary of State for the Colonjes was
drawn to the fact that owing to the Shipping Conference Lines' system of Deferred
Rebates the Commonwe Ith Government Line of Steamers had lost careo withdrawn
by the Victorian Government beeause that Government feared loss of their vebates,

Attention was further drawn to the Australian Law
suggestion was made that advantage might be taken of t

Board—now the Imperial Shipping Committee —to enquir
matter. '

upon this subject, and a
he Tmperial Tnvestigation
¢ into complaints on the

Ofticial advice has been received by the Manager of the Commonwealth Government
Line of Steamers in Melbourne that the Conference Lines still continue their
system of rebates, and in order to protect shippers who wight lose acerued amounts
through shipping by the Commonwealth Government Line, the latter has been
compelled to announce, that in the event of such rebates heing confiscated, they will
be made good from the funds of the Line. \lready one instance nt least has
occurred where such » payment has had to be made.

It is suggested that this question-of the rebate syste
by the Imperial Shipping Committee, and evidence called re

It is further suggested the investigations of the Committee shonld be divected
towards the fact that some Australian firms have 11

ittimated  they have bheen
informed by their London representatives of threats having been wade “ta the effect
that if their shipments oo forward by Commonwealth Government Line vessols,

the Conference Lines will tind no space for them in their vessels. These firms have
declined on this account to give any definite instructions that the vessels of the
Commonwealth Government Vineare to he nsed for their goods, In addition to.
cases- where definite statements are made, there has heen bronght under notice by at
least eight firms the fact that they fear the Conference Lines will take reprisals
against them and on this account are unable to direct shipments by the Common-
wealth Government Line.

Opportunity might be taken of emphasising the fact that the Commonwealth
Government Tine has prevented inereases in freights both to and from  Australia,
and has been instrumental in seeuring more reasconable terms on Billls of Tading for
shippers than would otherwise have been the case, and that in view of the f:u-t.w' set
out above, a full investigation should he made by the Tmperial Shipping Committee
with a view to aseertaining whether some

recommendation shonld not be made to
the British Government which will protect alike the intervsts of the Commonwealth
Government Line and also the interests of importers and shippers against the

attitude of the Conference Lines.
:

e should be enquired into
speeting it.

29

APPENDIX II

‘ LT {PPING
M F EVIDENCE GIVEN BEFORE THE IMPERIAL SH
S T O TH S O THE TaPE REBATES.

. The following is a sammary of the evidence given before the Imperial Shipping

‘Committee by the witnesses on behalf of shippers and shipowners in the matter of

the deferred rebate system.

The evidence of the shippers is given first. It has been summarised under the
following four heads :— :

i i i ing freights
A) Evid to matters of fact: which shippers adduced regarding freig
*) vt:(n?lnc;::ﬁls to show that shipowners, by means of powers obtz&ned )
through the conference and rebate systems, were enabled to press them
unduly.

(B) Evidence as to the general principles underlying the deferred rebate
system. . .

{C: Evidence as to certain minor complaints arising out of the af'tual operation
of the system.

(D) Evidence as to suggested remedics.

The evidence of the shipowner is summarised on similar lines, afnd"téle paragraphs
bearing on a particular point are numbered identically in both sets of evidence.

EvipEncr GIVEN ON BEHALF OF THE SHIPPERS.
A—DEFINITE COMPLAINTS AS TO FREIGHTS AND PROFITS.

(1) Compar'son of freight rates under the rebate system, with rates for
Continental shipments.

i iti om the Continent to Australia
X les were given of competitive rates from . tinent
opel‘:\lt)in*:'xi‘zltlpa(r:u‘\‘r; L1‘-"21, of which the following may serve as t}' pes: th
F”rom Antwerp : Glass at 78. per ton, as compared with 100s. from the
United Kingdom. _ .
From Antwerp: Coflee and chocolate, 94s. 6d., as compared with 126s. from
the United Kingdom.
From Gothenburg: Paper, 41s. per ton measurement, as compared with 80s.
from the United Kingdom.

These, it was stated, were properly eguiva]entfl‘atb}es, : r:%gwthfy.ﬁf;er;zﬁ itixn fa\;g::
¢ Continent was ascribed to the existence of the e 8

(;J'fritt}::in(l;:xl:d"t);"its non-existence in respect of the trade from the foreign ports in

ey from Calcutta had been from 25s.

. t that the rate to Hamburg from .  26e.

) }I)E .ngzg?lgf efl;'.:u(‘\la?ch, 1921) lower than that to Lom‘ig;:‘(.l wlmsl:i w:;t;tttgll:;t

(e}l)(;c: r;lhe“fuct, that there was no Conterescg intth:he%‘:btzig(}em:;x :1“ ot to th'z

v  facilities at the German port.  Prior to the s

fllil:iilllgilbym‘.!s. Ud. when the general level was about 20:.. C Decomben 192" fo

” (e Very low quotations had been obtained bZO or;e Wltsn?:c;; s tber, 192 ’plu.

shipments from Antery i;(o_r l)smamzl‘::ol;iglfqlevel orfmt‘lie' British rate in face of this
' : : Tnit: ingdom; ‘
cl:))u})s;tgg& f\:g;nnkll"ilbited inggreat measure to the deferred rebate system

(2) Comparisen with rates charged in competitive forzign trades.

her claimed, in one ofr t:vnd cas«ia;, }E}::ttx cttxll.‘:r hi%l;t fm%l;i.sc%;rie:dirz
. versl 0 radae ; Ty A X i

(_Jonference ]glllesl{ii;?c:;;::lsﬁ; the high freights from ;‘/?:mr:ta ;: r:hgve(:mget:lt:::

I”']t!l(:egheh ?\(i'g::;;ne trade, where there were no rebates. Figures

“wi

1t was furt
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that if the Caleutta freight rates had been on the same basis a8 the Bombay rates

(as to which sce sub-paragraph 3 \b) below the difference in the London price, though

still slightly in favour of Argentina, would not have stopped business from Caleutta,

(3) Compar'son with rates charged by Conference Lines in other trades
where the Deferred Rebate System does not obtain.

The main comparisons made were in respect of :—
(a) Australian Coastal Trade.

The following figures were given to show the relation of the rise in the general
level cf freights in the Australian trade to that in the Australian coastal trade :—

Homeward Wheat Freights,
Pre-war . . . . . 25+, (presumably by liner)
September, 1920 | . . . £9
October, 1920 . . . . £7
February, 1921 . . . £6

Coastal.
1900 . . . . . . s,
1913-4 . . . . . 1ls. 3d. to :Ds.

1921 , . . . . . 20s.

[Tt was not stated to what commodity these comstal freights applied nor
between what ports, but the distance was referred to as 500 miles. )

(b) Cal(-u'tta-Unitc(l Kingdom trade as compared with Bombay-United
Hingdowm trade.

. Rough Cargo.—The following figures were furnished by Sir Stephen Deme-
triadi comparing the rates from Bombay where no rebate system existed and from
Caleutta where it had been introduced in May, 1919 :—

Bombay. Caleutta.
Ist December, 1920

. . R 66s. 3d.» 115s
16th December, 1920 . . .o . 435, 9d.* 115s.
3rd January, 1921 . . . . 31s 3d.* 8bs.
16th January, 1921 . . . . 31s. 3d. 70s.
1st February, 1921 . . . . . 3ls. 3d. 70s.
15th February, 1921 . . . . . 31s. 3d. 6bs.
1st March, 1921 . . . 31s. 3d. Hbs.

The vayage from Bombay took four weeks as against five weeks from Caleutta,
and thercefore it was urged that the Caleutta rate should only exceed the Bomba
rate which was regarded as being governed by the world freight market by n
quarter, quite apart {rom terminals, In N ovember, 1921, the rate from Caleutta
was D0s. as compared with 31s. 3d from Bombay. Pre-war the rates were :0s.
and 16s. respectively.

Tea.—The same witness explained that at the time he
shipment of tea from Caleutta was governed by an agreement in accordance with
which the freight rate was based upon the rough cargo rates, and he contended
that the rebate system introduced soon after negotiations for the agreement had
been concluded had been used to keep the-rough cargo rates unduly high with the
consequence that the tea rate was al'so kept at an unduly high level,

He admitted that during the months from February, 1021, onwards, the ship-
owners made five reduetions in the contract rate though only after pressure by
the Association and ez gratia.

was giving evidence the

* The actual quo' ed freights are 454., 35s.. 25s., but thos;: ;’;einto to the ton of 16 ewts. or
40 c. ft. ard they have therefore been inereneed by 25 per cent to equate them with the
Cul(:utl'n treights on the basis of 20 ewts. vr 50 cubie fect to the 1on.
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(¢) Ceylon-United Kingdom trads as compared with alcutta-United
ingdom trade.

A table of the comparative freight rates on tea from Cerlon and Caleutta over
along serie« of years was put in by Sir Stanley Bois which showed that (a) prior
to 1904 the Ceylon rate had been considerably below the Caleutta rate, (b) that
the rebate systein having been introduced into the trade in 1902 the Ceylon
rate became equal to the Caleutta rate in 1904 and above it in 1905 until April
ir) that from April, 1903, to 1915, with a slight exception, the Ceylon rate
was again below the Calcutta rate, (d) that during the war the Ceylon rate went
up more rapidly than the Calcutta rate, and (e, that since the war the Ceylon
rate bas been generally above the Calcutta rate and only in November 1921
did it @o below it (Ceylon 60s., Caleutta 61s. 34.'. In this connection it had.
to be remembered that Caleutta shippers had a contract which fixed their rates on
the basis of the rates on rough cargo and which peevented the shipowner
from making any increase in the Calcutta rate, whereas Colombo had no contract
at all, but the position of the witness was that, in view of the fact that Ceylon
was nearer to the home market, they ought to have an advantage, say 2. 6.,
over Caleutta, or at any rate that they should not be placed at a disadvantage,

The witness was asked if he could offer any explanation as to why the Colombo
rate was now below the Calcutta rate.  He said that the Conferences “fix the
rates practically arbitrarily ”; he could offer no explination bevond the fact that
his Association had continually been in communication with the Co'ombo Con-
ference and had been met by reductions in freights.

(4) Comparison of estimates of the cost of working vessels on the
Australian run and of the profits that should thereby be earned.

Estimates of the working costs and the profits of steamers in the Ausrta]ian. trade were-
furnished by Mr. R. J. Turner based on voyages of a 10,000 ton dead weight vessel
in January 1921, He estimated that the expensesiof a 10-knot tramp of that capacity on
an outward voyage in ballast would be £12,600 and for a 13-knot cargo liner £14,000.
The expenscs f}:)r the homeward trip with full.cargoes made up of meat, concentrates
and wool, would be £35,000 and £38,0.0 respectively. _The net profits on the round
voyages would bo £19,600 and £16,500 respectively. Similarly assuming an nutwafd
vovage with a full cargo in the case of the cargo liner, _the expenses would be £30,450
and the outward freight £46,250, leaving a profit of £15,800. From these and similar
calculations the witness deduced that whereas for a cargo liner 61s. Fer ton as an average
outward freight would fairly cover the cost, the freight actually charged was an

" average of 92s, Gd. per ton (the actual freight charges varying from 60s. to 125s.), and

that the estimated pereentage per annum of froﬁton outward cargo %n]{:i based on a
pre-war value of £170,000 for the vessel would be 42 per cent., or bas foP 8 war
value of three times as much, 8 per cent. The.corresponding ;Iceritagfis gzhvogages
outward and homeward with ecargo })oth ways ant_i out in }::, ast an t"vl b ta{lfgﬁ
homewards were also given.  These estimates were arrived at ontd e assump 1otn tha t‘}l)t
argoos are obtnined except, of course, for hallast vorages, and it was no ong
:{chssm'y in them to make any allowance for possible laying up.

(5) The actual profits and financial position of the shipping companies
concerned in the Australasian trade.

: . i ition of the
- R. J. Turner also supplied statements in regard t?i (Eﬁmﬁiﬁaffmthg?: subsidiary
Me. ) * and Oriental Steam Navigation Company and ¢ S with a view to showing

Pc“"m“. ar 'ml l.minlnthm' companies in the Au}stm‘aslan t{‘)a e “ble to increése their

companies an ccl e Orientnll) Company specially have ecn The information he

that the ‘Inc(;“f;g;sﬂinordimtelv at the expense of the shippers.

Teserves ¢ e
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put forward in regard {o the Peninsular and Oriental Company and its fleet may be
summarised shortly as follows :—

) Paid up Bstimated val
Year. Capital. Debentures. l.lofmfh: :1:616
£ £ £
1900 . . . . 2,320,000 800,000 6,326,760
1907 R . . . 2,320,000 1,800,000 10,422,275
1920 . . . . 6,431,120 1,495,880 24,243,170

The last figure for the value of tho fleet refers only to v ir

by the Peninsular and Oriental Company, although ity ap gssvc;s}t::ls ?}‘:en(tglg‘lix‘l}eec;g-
capital includes many large issues of stock which were made on the acquisition of the
Bntish India Company’s fleet and other important mercantile fleets. The valuo take

is the estimated cost at the round figures of £25 per ton for pre-war buil(iin § .£43
per ton for buildings in 1914-16, and £76 per ton for subsequent buildin 'g " The
witness also gave the dividends paid by the Company ; he did not appear tob(‘-onte d
that these had been in themselves excessive or that the olicy of writing down tOIlll-

d tti -ofl . . . . . .
ﬁ:ﬁeb :.:n Ogg‘d;\g‘ profits to reserve was a bad one, but he maintained that this policy

It was admitted that the business of the Peninsular and Ot
ver{ largely witn Asiatic countries and that their participation i(r: ;ir;t;liluijt(:'r:lri)::)tl":g:
could not be responsible for any considerable portion of their profits, bnt the witness
contended that the rebate system was applied by them equally in their Indian asd
‘other trades, and his general conclusion was that the profits of the Company had b e
very considerably swollen by means of the rebate system, or in othor w)(')rds by :;n
monopoly they enjoyed. Similar information was put in as to the tinancial m?itine
of shipping companies engaged exclusivelyin the Australian and or New % ] 3
trades, and referenye may be made to that in reapect of two of them, o o nnd
largely by the Peninsular and Oriental Company and one independent of th o, oxee]
.as being a member of the same Conference. ¢ em, exeept

The comparative figures for the first Company,

‘Company, were stated to be as follows :— the Oriental Steam Navigation

1017, Capital . . . . . . 31;?310
Bonus Issues. . . . . . . . 99,770
Debentares . . . . . . . 50%,900

‘ Value of Fleet and Investments . . . . 2,210,837

1920. Capital (issued for cash) . , . . . 656,050

Bonus Issues . . . . . . . . $20,210*
Debentures . . . . . . . 882,250
Value of Fleet and Compensation for Lost Steamers and
Investments at Cost . . . . . . 3,132,464

The General Reserve was £1,000,000 and Repair and Renewal Fund £300,000.

The Dividends paid are stated to have been from 1911 to 1915 50 t. b
1915-16 20 per cent. bonus, and from 1916 to 1919 15 per cent. r:e ggnts:x. 01’11";12
later dividends have been 16 per cent. free of tax for 1920 and 12} per cent free of
tax for 1921, i.e, for the year ended 3uth June in each case.

® It is unierstoo that this Ggure should bo £520,210.
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The second company, the Commonwealth and Dominion Line, is stated to have
been incorporated in 1914 with a capital of £1,991, 644, all issued for consideration
other than cash, and its fleet at the outset to have consisted of 25 steamers of 1u8,32¥
tons gross valued by the witness at £11 15s. per ton dwt. or nearly £2,000,000.
In 1820 though the capital had been increased by £6,008 only the fleet had grown
to one of 25 steamers of 224,066 tons gross valued at £4,730,229, the post- war
tonnage being put at £30 per ton gross, but this figure was only reached by in-
cluding nbout 60,000 tons building, esclusive of which the valye would be about
£3,200,000.

The witness was only examined on the details of the information supplied in
respect of the P. and O. Company.

On the other hand Mr. E. B. Tredwen was not of opinion that the average level
of freights was too high. He thought that if they were, it would be reflected in
the companies’ earnings. While adwmitting that he know nothing of the Calcutta
trade he thought that the com})]nint of some wmerchants regarding high freights in
that trade might be well founded beeause it suited them to obtain the lowest rates, and
they were not affected by fluctuations ; there were other merchants, however, includ-
ing himself, who were seriously affected by fluctuations and preferred a stable level.

B. EVIDENCE AS TO THE GENERAL PRINCIPLES UNDERLYING
THE REBATE SYSTEM.

(1) The General Question.

Au rogards the general question, shippers object to the limitations to their
freedom of action which the system imposes. The Crown Agents were anzious to
be able to secure the most favourable rates of freight for full cargoes, especially of
railway materials ; in'general their main objection was that the retate eystem ham red
them in bargaining with the shipowners for the lowest rates of freight. Similarly
the West Indin Committee state that their objection to the system is ** that it is
designed to prevent shippers, by the threat of forfeiture of accumulated unpaid, rebates,
from availing themselves of opportunities of shipping at low rates of ({rmght by
steamers which may be loaded in competition with the established lines, ** and a Special
Committee of the East African Section of the London Chamber of Cogxmerc;i, who
regarded the rebate system as advantageous on the whole, postulated certain c«}n tl‘?:i'ls
of which the first was that shippers should be permitted to take advantage of outside

tonnage if offered at a time when no Conference steamnship is likely to be available.

Mr. Tredwen thought that the amount of the rebate was the measure _of the
extortion which theg Conference would exercise and if .the. a&poxnei l\yu
oppressive, opposition would be started, as bad been done before in eh u.ehpla mtn
and New Zealand trades. While up to the point where it would be worf:.bﬂ\;vt i ethaz
to sacritice the rebate and organise or use outside services, there was afapg?l:a i it ty
a Conference might tend t«;‘ tix\ketw{gat gl'ot}tl elrtl wcol;:lg f;g;n é.(l;:e :0 andlh:a&is
monopoly, the witness said the Austrahan Lon or had mot £« o and ad

1 thoy would do so. He agreed that refrigera nnage in, eg.,
R?fqttrall?:n t:ln&, New Zealand trades, did enjoy an effective monopoly because of the

great expense in fitting such vessels.

(2) The advantages derived from the system. foned seate st
With certain esceptions the shippers considered tlllmt thgmiet teeﬁet h;: undél'b o
enabled the shipowners to press unduly on them, but they a

system they obtained important advantages as follows :—

1a) Stability of Freights. .
) My Treciywen was very emphatic on the .advan;;ag:ls;e of nl;l::av;x: i ::?:ﬁ:
ates. Heo said that before the mtroducvtlon -0 he relate | eystem
rates. " wore subject to sudden fuctuations. Under the reba stem, howerer,
tjrmghtf '“:utuble %nless for progrossive reductions or mtc‘r&aacetzc | The Buctustion
1i;te_“t“ ?11‘;(]“ to sudden changes in the value of imported ::d cks.  He admitted
(t)ll'\lt“ )(1): \\‘:us looking at the question from the werchants’ n t th
point of view. .
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Mr. Soper said that the majority of traders wanted stability of freights and
regularity of service. Asked whether traders had actually asked for rates not to
be reduced in order that the value of their stocks might not depreciate, he said
that he would not go so far as to agree to that but some traders might say  we
will not worry about this just at the moment. "

Great importance was a‘tached by Mr. Landale to stable freights in the Far
East trade as shipments both ways by liners were in small parcels and a fluctuat
ing rate would make business difficult.

As re ards homeward trades, Sir Stanley Bois, referring to Colombo, said that
stability of freights was very important, that it was not watisfactory to have to
speculate in forward freights. Although prior to the introduction og the rebate
system lower freights had ruled, and notwithstanding that if the rebate «ystem
were abolished, it would have’ in his opinion, the effect of bringing down the
average rate of freight very considerably, he preferred the certainty that the
rebate system introduced.

Steady rates of freight were stated not to be of importance to the Crown
Agents for the Colonies.

(b) Fquai rates for all shippers.

Mr. Tredwen said that before the rebate system came into the Australian trade

there were s})ecially favourable freights for big shippers but now the rates were
the same toall.

As a specific esample of the value attached by merchants to the deferred rebate
system as a means of securing uniform rates of freight for all shippers, large
and small, it was cited that recently the West African Conference hm{) en asked
on behalf of some 50 to 100 small traders to re-introduce the deferred rebate sys-
tem. These traders were, it appears, eXperiencing the severe competition of a
large group who were chartering full cargoes at 10s. to 12s. 64. a ton cheaper than
ihe liner 1§l:e, but also gstt:lng tile O(i'dinm-y liner rate when they wanted it. |1t

as since been announced that the deferred rebate system e is
in this trads (January, 1922.) v hes beon re-eutablivhed

Sir Stephen Demetriadi claimed that in the Indian trade before the svatem

was introduced there were equal rates for all shi rs, and although large shippers
by offering large quantities, could obtain a low%gerate, this rate rioec:mze :\:pg;zr{
rate to all, and the small shiﬁper benefitted as well. The witness admitted, how-
ever, that he could not say that there had not in the past been contracts mne-
for big quantities at alower rate than the open rate. The Associations de
reptresentedt :l}itd not tc}i)midere%] the question of differential rates, and he would
not commit them to the view that jthey should be made ijlleg:

rebate system be prohibited by law. y Hlegal also, should. the

{c} Regularity of Service,

It is generally admitted that the Conference Lines supply fr ; .
and efficient services ; most witnesses were keenly alive t<;1 It,ﬁeynef:l:ﬁ?te: t’foi'eg'-u‘fll:
services, and admitted that something must be paid for them. The" onl con

plaint in this connection which has been recejved by the Committee is in the (‘((:)::;
of the East African trade, in regard to which Mr.” Hooker represented that the
vessels of the Conference Lines called at irregular and long intervals and were
delayed long in loading. In the case of the Australian trade, the efficiency of the
service was generally admitted and even emphasised, one witness statiy :ytlnt he
would not as a regular shipper care to rely on time-chartered boats gand‘ that
even if the rebate system did not exist shippers would not as g ger‘leml rule
charter. Mr. Turner complained, however, regarding this trade that when the
Lonference put on a slower boat than usual they did not charge any less freight

{d: No Carriage of Cargo on 8hip's Account,

The evidence of Mr. Tredwen on this point was to the , i .
before the introduction of the rebate systgm it was custom:?; L:'ot\'hﬁlgnov:}r::r dnys
oceasions to buy goods on their own account to fil] up their ships tbuf com :t' o
with the merchants, whereas under the rebate system it is tacits)y’ 11ndé,.“t005 tlhmg
shipowners will not make any shipments on their own account. Mr, Tredwe.u
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knew of no instance of any such rhipment under the regime of the rebate system.
ir Stephen Demetrirdi, questioned as to the Eos-i’bility of a reversion to the
practice of shipment on owner's account in the event of the sboliticn of the
rebate system, suggested that the custom of abstaining from this practice would
persit.  He also stated that no attempt had been made to purchase cargo on ship's
account in the Calcutta homeward trade before the rebate system existed in that
trade.

{3) The necessity for a tie.

There was no, agreement, however, on the question whether the deferred rebate
system or some such .tie was necessary to maintain the frequent, regular gml
efficient services uecessary for modern commerce. In the case of t'he Australian
trade it was held by Mr. Turner and others that the liners had fair cargoes all
through, and that a regular service could be obtained without the rebate system ;
on the other hand, Mr. Tredwen stated that in this trade ve«els were rarely full as
regards ontward cargo and attributed the waintenance of the service to the rebate
system. It appeared further that some reliance was placed by the other witnesses
in regard to the Australian trade on Government action to secure that if the
relate system did di-appear the effect would not be tlie discontinuance of regular
kervices, .

Mr. Soper thought that it was necessary in the interests of the general run of
traders for the shipowners to have some hold over their customers to secure a regular
service. Personally, he did not fear an open freight market because there would still
be opportunities to” ship, and although some goods were wanted regularly, speedy
despateh was not essential for the great bulx of goods, © bt ohi ‘

Rir Stanley Bois, referrring to the carriage of Ceylon tea, said that shippers pre-
ferred small q{m»nﬁties of freight space at frequent intervals and tl:;drygnt ;:t{. of
liner services was most important. Healso said that, as he underst it, | l:),}.
ference felt a cortain obligation to give them the space required f(g:l m:;uég ]t eir
cargo, and instanced that cargo had on occasion been shut out in Calcn eave
room for Lolombo produce. t'rior, however, mbﬂl\e mtr‘?dugtlon :; t:)ferer!:fx:) t;oy;t,e;:;

re quite regalar, and though on balarce he, favour 3
:i‘;vll}eebsat‘givstgm he tﬁought there would still be regularity in the particular case of
Colombo without the rebate system. ) .

ir S iadi ; was not necessary in order to

Sir _btephen De?me.trmdx held that ?),letl ebité(-?:sw;:ch e hadriyn ot hecn
maintain a regular, frequent and efficient ser 1 and il obtained e regards
supplied in the Caléutta homeward trade Emtxl. 1 ¢ &1!; fa:-t that = regalar, froonent
Bombay, withont any such system  He lmd_ stress ori3 ¢ fack fhat bet“::een india ten
and efficient service was maintained by the £llerman- \lxc n?i e e e
America withont m]h\’ rebatetayls%mt,l :ygﬁi?]m‘::sw;:({eﬁrens:tﬁied with it and with

egularly supported h pers A
:ile‘ i:tg:{:sn1|$5 ‘;lt‘tex{xptsmx;mde by?shipping Board boats to enter the tmd_e by cutting
rates had not been successful. :

Mr. Landale held that some tie was necessary "
suggost no altcv}mtive to thg iebate sysseril"e:xg?rlnt He held that the system had
of rebates every six months without nn]y e terin. e de if they wished to-and the
not prevented (fom{;(:telblt stenmship lines entenng
merchants did not object. ' . hink that a regular

Mr. Basden said that in the East African tm(:e heafl?hencoatrgt) D are at Fimos
service could be obt:titnedI t:wtlthont : :::):%o?;de?o e i and carry awayf thile

jrregular in amount. ramps or as the two halves of the
(1\\‘(‘,:];,2::;?:11 cargo, the outward service would naturally suiler a

round voyage hung together. . ; that since
A rcym-ds the South African homeward trade, Sir R}é{l“:’;’l:; ti':aatﬁg though the
h ab lgt of the rebate system, it had been run vf"‘"‘°;‘ t, the position was not
i ((1) : l'(?n ont had had to a certain extent a stendying'e ecax,d trade an agreement
uutwm'] a.;’leet‘p{/’qctm'y. The witness favoured for the hgmew e e orat. Con-
:Lts(?e:fxt ‘li‘lin;ﬁl‘:':ﬂi by n rebate system :;:d ?g:},“:ﬁ?ghi p;er: a voice in the fixing of
c i rers and shippers, thus g1vin3 : ment system
f.il;‘il:c:nd()gtﬁ:“:l‘t‘;‘l‘;'n‘: and conditions. He preferred this to the agree Y

in the Far East trade and could
h he preferred the prompt payment
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which would be ineffective unless all and esnesially the largest shippars adopted it.
In the past, he said that the rebate system had not kept out new and eificient outside
competition though it kept away spasmodic competition.

The West India Committee state their belief that regular services could be main-
tained * without any system of preference for regular customers such as is associated
with the idea of deferred rebates,” and in support add that  the legal prohibition of
the deferred rebate system as applied to steamers trading to the ports of the United
States of America, Commonwealth of Australia and Union of South Africa has not
had the effect of depriving those ports of adequate steamship sevvices.” Mr. Wilson
expressed the opinion that without the rebate system there would be move frequent
services of regular liners, because the abolition of the system would lead to an:
increase in trade. !

@ Alfemative Ties to the Rebate System.

The following alternative methods of securing that shippers should give their
custom regularly to the Conference Lines were brought to our notice :-=

(i) The Agreement System.

M. Soper explained at some length the agreement which had been signed by the
South African Conference Lines and shippers in that trade. This agreement (a copy
of which is printed as Appendix IV) has taken the place of the deferved rebate system,
which was dropped on account of South African legistation, althouzh the rebate
system still applies to shipments by the same vessel to Mozambique ports. He
said that the South African Trade Association were very well satistied with its
working, "and, in his opinion, would welcome its extension to Mozambique ports.
The witness interpreted the main clauses of the agreement as follows : -

(a) It gives equality of rates and stability of freights to larze and small
shippers alike, except that it does not apply to lavge parcels of cargo,
not being merchants’ berth cargo, and special rates for large parcels
are quoted to mining companies, associations, municipalities, etc., without
reference to the Trade Association. .

(b} The Association regarded their support as contingent on the TLines earrying
the goods at “reasonable rates.” If they did not remard the rates
as reasonable, either there was to be arbitratian or the signatory shipper
can give six months’ notice to terminate the agreement. The Lines were
bound to consult the Association before making any general alteration
in rates, but could raise rates on particular commodities without notice.

(¢) In the event of competition offering lower rates, the Lines are bound to
protect the signatories, who may withdraw after 30 davs' notice if they
* consider the protection inadequate. Iecently foreign Lines had started
loading to South Africa, and had quoted low rates. The C'onference had
met their shippers by reductions in theiv tariff rates on various classes of
goods in order to meet forcign competition, and in addition allowed a
temporary reduction in f(reights on other similar goods sent by hoats
loading, st of all within a week each way and now within o fortnight

each way, of a boat sailing from the Continent.

The witness added that there was nothing to prevent a shipper outside the Associa-
tion concluding a similar agreement with the Lines.

Mr. Basden favoured the agreeent system for the Bast African trade, provided
that the Conference did not still charge the primange.* which at present constituted the
deferved rvebate, and retain it themselves. }}e thought, however, it would be diffienlt
tn secure the express adhesion of every shipper in fhe trade,

Mr. Tredwen preferred the “ freedom ™ of the rebate svstem to the agreement, which
ba considered was not so effective in preventing competition.

#This 10 per cent. primago has recently (August, 1922) been embodied in the freight.
but the deferred rebate of 10 per cent. atill romning, and the net freight remaing practieally

unaltered.

87

Mr. Wilson said that he thought the members of his Chamber of Commerce
Dundee) would be prepared to enter into an agreement like the SBouth African, and
would favour making the principle a general one.

Mr. Hooker had no knowledge of the South African agreement, but he far . red
agreements in general.

Sir Rhys Price, although he favoured an agreement system reinforced by a rebate
system for the homeward trade from South Africa, agreed that if an agreement
embracing «ll the shippers were arrived at the rebate system would hardly be
necessary.

(ii) Contracts over a period.

The only case of a general freight contract brought to our notice is in the Calcutta
tea trade where, as already mentioned, the freight, at the time when evidence was
given, was fixed at the average rate ruling on rough cargo plus _a certain ﬂqt addition,
Sir Stanley Bois said that he would not favour a contract on similar lines#or Colombo
but preferred to make arrangements according to circumstances from time to time.

C. OBJECTIONS TO THE DEFERRED REBATE SYSTEM AS AT PRE.
SENT IN OPERATION.

(1) The length of period ot deferment and delay.

The longer the periods adopted in connection with the deferred rebate system the
areater the tie,. The KEast African Committee referred to above stipulated as one of
the conditions of acceptability of the «ystem the payment of the rebates at shortete
intervals. Other shippers said they would be content to ship under a system wherein
the rebate would not be ¢ deferred,” i.e , for a further period, but paid promptir at the
end of each period (of three or six months) in respect of the shipments mad: during
that period.  In the case of regular shippers sufficient rebates would quickly accrue to
maintain loyalty to the Conference,

‘omplaint was also made by Mr. Landale that even yvhe!l the deferrgd rebate was
dne,cx(: dePlay of months might %ccur in checking and adjusting the claim. It was
maintained bv Mr. Wilson that the tshipowner ought to make on.t the ltatemen!;s
promptly at the end of each period and pay the accounts to the ngrtlen who had paid
the freights without the latter being under an obligation to ¢ aim the rebates. He
also pointed out that under the conditions laid down, the shipper is liable to forfeit Nis
rebates unless his claim is made within a limited period. Shipping companies
ought to be obliged to make an annual return of unclaimed rebates.

(2) The question of payment of interest on the deferred rebate.

Several witnesses referred to the effect of the rebate system in keeping large
nmo?xsx‘til aLf the shipper’s capital locked up.  Mr. Tredwen .ﬁxong.ht this could be met
if the shipowners paid interest on the deferred rebate, and said tlis was done in the
Australian trade at the rate of 6 per cent. and would probably be agreed to in other
trades if pressed for ; other witnesses also urged that interest should be paid.

(3) Complexity.

Evidence was given as to the trouble and clerical labour that devolved upon the

N f the inherent deferred nature of the system, and partly
;2::53:: I()):t"1 ?}{lebical?i‘::yoof tlhe several systems under which the silPPe" had to work

and claim his rebates. .

fri y lained of the amount

:th reference to the East African trade Mr. Hooker compla

f wljetrlxlu:ie?ntive labour which the system entailed upon the sl;l;pp?r Ol;;i memfhatnht'
N (;“tlhe tendency towards not quite honest practices, such as the reten oﬁado beee
‘?nb te by the agent where the consignee, to whom the freight plus rell:at;‘ d be n
li ﬂf 1y was not careful to insist upon its return to him. I; the hm- Mt‘m
:\'na({: e‘h’owever, the evidence of Mr. Landale was to the effect that such practices

did not occur.
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(4) Alteration of Rebate Form without notice.

A case was brought to the notice of the Committee by Mr. Wilson in which the
rebate claim form for the Brazilian trade had been atered by the ex post facto
introduction of two additional ports to the list to which rebates applied without
apparently any notice of this extension having been given to the shippers concerned.

(5) Enforcement of Rebate Conditions in respect of Shipments from
Ports not served by a Conference.

The Manchester Association of Tmporters and Exporters communicatad in wrifing
their opinion that shipments from aport not rerved by Conference Lines should not
be the occasion for the forfeiture of rebates since the Conference Lines did not offer
any direct facilities. From corvespondence which ensued, it appeared, however, that
the Association had not of late approached the lines with any request for additional
facilities. A similar point had been ra'sed in conneetion with Dundee before the
Royal Commission, but Mr Wilson said that no difficulties avising from any prohibi-

tion upon the direct shipments from Dundee had been met with, though tLis port
15 not served by the Conference Lines,

(6) Comparison of Rebates in New Zealand and Australian Trades.

Mr. Laing complained that although the freights to Australia and New Zealand
were the same and the same primage (10 per cent.) was added, the rebate in the
Australian trade was 10 per cent, i.¢., the whole of the primage, while in the New
Zealand trade it was only 2s vd, pey ton, representing at present rates a difference of
several shillings in tho net freights. He agreed tha' to him as a merchant there
was no essential need for similarity or dissimilarity between the two freights, but he
was strongly of opinion that if any differentiation were necessary it should he in the
freights and not in the rebates. )

(7) Outside Shipments.

M. Basden desived standing permission in the
outside vessels when a Conference boat was not available or likely to be within
reasonable time. Witnessess in certain other trades said that permission was readily
given when asked for. As regards the Far Bastern trade My, Landale stated that
when shippers have enough cargo to fill a steamer and the

sufficient tonnage to carry it available, they do not raise ol
chartering.

East African trade to ahip by

Conference have not
biections to shippers

D. SUGGESTED REMEDIES.

Sir Stephen Demetriadi and certain other witnesses, mainly those concerned with
the Australian trade, were definitely in favour of legislation to render deferred vebates
illegal.  Sir Stephen Demetriadi and Mr. Wilson, while desiving  the abolition of
rebates, were not prepared to commit their Associations to the view that preferential
freight rates should also be made illegal. )

Mr. Turner, giving evidence on behalf of the Australian Governme
the opinion that the recommendation in the Majority Report of the Roval Commise
sion on Shipping Rings in favowr of measures of diseussion, coneilintion and arbitea-
tion would not be sufficient to effect the improvement desired by the trader becanse at
present the power is all on the side of the Conference, :
associations might become much more powerful than they are, he did not think that
they could be effective to sccure the desived remedies, Th
with Sir David Barbour’s reservation to the Roval ¢
in the direction of establishing an effective '
matter of rates.

nt, expressed

The witnexs was in agreement,
ommission’s Report which was
cheek on shipping conferences in the

On the other hand, the Executive Committee of the Australian and New Zealand
gection of the Manchester Association of Tmporters

Even though the merchants®

and Exporters communieated
their opinion that they were entirely in agrecment with the finding in the Majority-
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Report « that most, if not all. the serious abuses to which the system is liable can be
remedied by such counter-combinations on the part of merchants and shippers, and.
that it is generally undesirable that the State should interfere to reme}()ly }4:1
prevent grievances which by a rcasonable effort can be prevented or remcd)edd Y b; e
persons concerned.”  Some witnesses were satisfied to work under the deferrgh‘re te
system as being preferable to any other tie but they were of opinien that the s ll:lp?ls

grievances would be materially less if the period of deferment were reduced and the
system otherwise simplified. .

EvipeNce G1veEN oN BEHALF OF THE SHIPOWNERS.

A.——AS TO THE DEFINITE COMPLAINTS MADE BY SHIPPERS
REGARDING FREIGHTS AND PROFITS.

(1) Comparison of Freight Rates under the Rebate System with Rates
for Continental Shipments.

Shipowners admit that anomalies in the matter of these rates do cccur. In normal
timeshl{’ll:' Continental and British rates are kept at a parity thmugh Confe;e:;e
agreements. The low Continental rates since the war are partly the result %el e
keen competition between foreign lines, which has brenght rates in many cases below
an cconemice level, and partly because Continental port dues and chargetsa are on a;
lower scale than here. ilecently an agreement has been l'ea]qhed tto (tinam dm.;q}lla
rates from the Continent and from Great Britain in the Australian trade, and similar
negotiations are proceeding in other trades.

(@) The diffcrence in rates in the Australian trade has now disappeared in con-
' sequence of the agreement above mentioned.

isparity in the Calcutta-London and Caleutta-Hamburg .mtea was

@ Thestg::(}iatlcl)t{e due 1o lower discharging expenses in the ]a_tte}x: port. %ctuail:
steamer accounts were put in to show that the cost of dxsc argn;;f{a ‘Ln o

cargo fran tihe same ship on the same voyage in London an au; u;g

re 0s. 10d. and 12 4d vespectively : in the case of another vessel the

Ev;xre;; ‘were 7s. 4}d. and 1s. 03d. [The exchange value «f the mark was

jn each case taken as 1,(0U to the £.]

- i basis of equal
J » outbrenk of war there was a common tariff on_a f

(© U ':zeﬁhi(’\r(?:xll I;:itiuh and Continental ports to the Argentine. The @ﬁicul&:,y

]in getting bick to this condition was accentuated by the chaotic condi-

tions of exchange

e int that the high rates of
ir Per ates strongly contested the (:omplamt_ s
f.,‘(2l:t S}:-(,,Ec%‘z,lcl]l}t'ltueﬁll\s:zde ityim hossible fer ‘(,a!cutta lmseedd to contll[:ete “,:21'
Al:;:gntine linseed in the Londonolmi} et.h 113211)?1:5313;111;8 ]ti}::ied%:lgg ﬁ;men ﬁd,‘a'
i ' Dec T, :0—-March, ) ) ; i
complfn.medl (())rfnbn]'z'e:‘e;ﬁ‘ll":],tht];%reiuhtsa were presumably sahsfactorty. Thf: "?'I‘).gits
from 1;{“?' mtine in 1920 and 1921 were 216,000 to'ns and 401,000 ons res ein: t}i;
- g lbi din '43,000 tons and 41,000 tons respectively—the ;att_er hg:riur? eing the
and fl(_):nl ?1 imyport since 1913 (126,00 tonsi. The export o lmseel_ }rl'o m India
uma]lfcf“. ?93;?1 lx}muso of the fall in the sterling value of the mpee.f wt:):-'cmaking ;p
fell of ,]1“ ) ~(»};e(‘l((;(1 rather than stimulated export; and in every :‘:c  maling P
i coe 0nf“l' 3 e£l cif. London there were violent changes as agalgs‘ wt. b freight
ﬁhsl C(l)ittl(; Lll"l3 zgt Further the homeward lii:.nler trgdp lf?:ntlot?:am;)gse:v i::chzdjust
e ‘ ' 1 i 1s le y
! i nd the carriage of linsee
2}111 f: oiz?car;(clcf)?:l]ilzg "t]gntt’hz:zli)r ouiward employment, e.g., coal from South Wales.
If etlhe Calcutta shippers had to rely on tramp tonnage

the freight would be higher
i t.
than it is, because tramps would generally have to come to Caleutta in ballas
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(3) Comparison with Rates charged by Conference Lines in other
Trades where the Deferred Rebate System does not obtain.
(a) Australian Coastal Trade.

. Sir Alan Anderson stated that comparisons between the coastal and howeward
freights in the. Australian Trade are beside the point as in neither trade does the
deferred rebate exist [The shippers’ argument presumably is that the rebate system
holds the whole United Kingdom=Australia trade though applying directly to the
outward trade only.] .

(b) Caleutta=United Kingdom Trode as compared with
ydom P
Kingdom Trade.

Rough Curgo.--As regards the freights from Bombay and Calcutta, Sir Perey
Bates held it was fallacious to make a comparison based on comparative length of
voyages as such a method disregarded important factors  For instance, Caleutta
exported coal coastwise whereas Bombay imported coal. Consequently vessels were
becommg empty in Bombay and as they trieﬁ to obtain a cargo this naturally affected
rates tuling {rom the port, These colliers may be chartered to load on the “berth or

by a freight speculator. There were no similar vessels discharging at Caleutta
and looking for homeward freights. Further, at Bombay there were regular
fixed passenger nnd mail sailings to United Kingdom and Europe and such vessels
were frequently carriers at 1ates cheaper than the world basis and they affected the
general Bombay freight market. The passenger vessels were not so regular from
Caleutta and in any ~case with such vessels cargo held a predominating intevest.
Further, the round voyage had to be considered For the outward voyage to Bombay,

steamers obtained a better assortment of car o and quicker discharge, ¢ ine
with lower port dues than at Calcutta. § 4 + Gcharge. combined

Tea.—’lihe shipowners pointed out that precisely the same complaint was made to
the Royal Commission, namely, that cargo rates were | ept unduly high so that the tea
rate might be maintained at a high level. At that time there was no rebate system in

the trade. At the time when the last tea contract was made and subsequently, outside

tramp rates from Caleutta were considerably above the liner rates,

Bombay=United

{¢) Ceylon-United Kingdom Trade as compared with Calcutta-
Trade.

Mr Holt said that the homeward Conference from Colombo consis

lines that Colombo had an almost daily service. The average shipmzntte(zvgz sr(x)oltml?i.z,"
and normally vessels reserved space for Colombo by shutting ont cargo at original
loading ports. Colombo tates could not therefore depend upon Caleutta rates but must
be fixed at such a level as to induce not only Caleutta steamers but Far Enst and
Australian steamers to reserve space. Tables were put in to show that Colombo
freights were as often below Caleutta as above them over a period of years and that on
the whole Colombo rates had compared favourably with those nt Far East ports. n
general terms the consideration of rates on the basis of their ratio to geographical

distance was misleading. Tt neglected such important factors as the comparative copt
of loading or discharging aud cost of coal,

United Kingdom

@ Compari'son of estimates o the cost of working vessels on the
Australian run and of the profits that should be earned thereby.

As regards Mr Twrner's estimates of the
trade, Sir Alan Anderson contended that they were incorect. Accepting, for the sake
of argument, the rates for coal, &c., which were quoted, he said that on the outward

. vovage iu ballast the expenses of the

vay 10-knot tramp would not be £12,600, but
£_1i_),600, and of the 13-knot cargo liner about £18,500 instead of 2’1'&,0’.‘()). ,Ti:e
difference arose chiefly in caal, for which an extremely low consumption was taken,

which could not be accounted for nnless it were an error in ealeulation.  As vegards
the homeward voyage, the expenses were about right. He contended that Mr. Turner's
argument was tha@ the !mers were making extravagant protits, but in estimating the
earnings of the liner it had been nssumed that it went full, which was contrary to

cost of running steamers in the Australian
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facts. Assuming the Jiners were 37 per cent. full (the actual figures given for 1921
were 31 per eent, and for 1920 43 per cent.), the outward earnings would not be
£46,000, but £17,112.  Thesc alterations converted the alleged gross profit of £15,800
to a loss of £13,300 on the outward voyage.

As regards homeward earnings, Mr. Turner had assumed that the ship loaded full
with the three best clas-es of cargo only. Sueh cargo alone could not be got on the
berth, and the ship had to take what was offering.

(5) The actual profits and financial position of the shipp'ng oompanies
concerned in the Australian trade.

Lord Incheape stated that the policy of the shipping companies was the conservative
and careful one of not distributing all their profits ; they paid very small dividends.
In his view, if new capital had been raised by public subscription for fresh vessels,
higher freights would have been necessary to pay increased dividend, interest and
depreciation charges.  During the war, the Government took all the profits, as the
ships were chartered to the Government at blue-book rates. At the time the witness
gave evidence June, 1921 he thought the outlook was very bad, as ever ship going
out to Australia was coming back with a large debit balance. I_Ie explained that in
shipping there were a few good years, then a few bad years, and if the profits earned
during the good years were distributed there would be serious difficulties in the bad
Years  In his judgment, the great shipping companies would be at the end of 1921 in
a worse position than they were at the end of 10:3. The prices of new ships had
reached very high figures in 1920, and though there had been some fall lately, it waa
not more than about 15 per cent.

Sir Alan Andevson strongly eriticised the evidence as to the financial position of
the Orient Company. The Company was formed, he said, in 1878 with a capital of
£405,000  In 1910 it was reconstructed ; £140,00 ! was written off, and the shares
were divided into n little over £101,00:) deferred, and the rest preferred. Up to 1910
(32} vears), allowing for the writing off of the capital, theg‘e was a return of (49
per cent. per annum, and yet during this time, except for six years, a rebate system
was in force. In 1907 a new fleet was b_mlt, which was in the water in 1910,
This cost nearly £2,010,000, which was riised by borrowing where they could, from
banters, ete, About £10 000 profit in hand was put into it, and some debgntures
were issued.  Thereafter the Company was trading, not on its nominal capital of
£320,000, but also on the £2,02),000 whl.ch was borrowed. The bonuses which were
given were on the original deferred capital of £100,(00, but were eﬁ;xrned on the
£2,000,000 ; 8 5) per cent. return on £100,000 only amounted to a 2} per cent.
yield on £2,000,000. In 1920 a bonus (see P. 34) was issued to bring the nomina.
capital more into relation with the real capital ; some debentures were still out-
standing  As regards reserves and depreciation, they aimed at depreciating 10 per
cent. in the first year, reducing this by | per cent. each year afterwards, and this they
had managed to do The witnoss further pointed out that the Orient Company only
d:-rive'd l3ﬁper cent. of its income from freight undec rebate, and the mﬁ'uenc.e of
the rebate system was, therefore, not so large on their business as it might

seem. ‘ c
i repIr imilar criticism of the
sir Percy Bates said he was prepiwred to oifef a simi f |
fi n:;: :{itvl:rbl relative to the financial position of thg Lom‘monwetzlth_ -mtlg‘ Dominion
Lgiuc if it were considered necessary, but the Committee did not require this.

EVIDENCE A8 TO THE GENERAL PRINCIPLES UNDERLYING

Y THE REBATE SYSTEM.

(1) The General Question.

that the rebate system sets any limitations to the

The shipowners disclaim that merchants have freedom of con-

C ) P tion. They point out : i tes.
:hlptpel“t}::;(:lx?':lf:‘):cnt(o‘l(:ave the %onference at any time on forfeiture of the rebates
ract as the

y i lue of the. cargo.
» rebate was very small compared with the va
B]t’i)nm(ﬁui]: v;)isti::ulnelll);tfo“pl; (‘::u)t. of the freight, it only amouuted on an average, for
ougl s
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:::(Ilrép;i,dt(t) ﬁve-eliz}?‘ths, of one per cent. of the value of the cargo in the Far Fastern
e oﬂslome mft_r stmilar in the Australian trade ; and to one-third of one
not di » Inthe case of tea home-ward from Ceylin. They point out that they do
pot l:su}llr.mnate against a shipper who ships outside the (onference lnes by refusing
x‘gce?v:s a.]i‘?argo ; al] thatf happens is that the shipper who gives exclusive suppo&
per cent. preference in freight over the one w ‘ is i
ecelv ce! € ¢ who dees not and this is
;r?g::)(}l)i(]lya; :wicl"glvt‘l:ia}t](\tlb“sgws; deal.  The 10 per cent. rebate is the mensureof the
1 the Uonference can exert. It wasadmitted . i
the ona SEa T pich {1 . asadmitted, however, that in
¢ pper, the accumulated vebates mav am i
1 3 ay amount to a s1deT
sum, greater than the freight on a pretty good consicnment. comidenble

It is denie :
et e rhtdatgh:}t; the -Cli('"w" Agents are “ hampered ™ in bargaining for the 1 wost
shippers %ir Alan e’.\an:;; Tee agcnts an(} cmg exercise the same option as all other
pers. son was strongly of opinion that {} e of givi
special terms for ' . g Pimon: that the jractico of giving
pe Government cargoes in the matter of continet quantities of 1‘:”“”1%:

als, 3y 8 d Tovernments Ny, "llt to v > fair share ‘ ‘h o
n’]ahtl'l‘] 8, ete. was a llﬂ one. G oy nm ))
ouy iy “l,ll an II.H i ¢

() The Advantages derived from the System.

Shlpownel h . M
8 Old {llld e 3 ) Ny (LAY Wovide rewo f
’ muchant. d nnt (1u)_ y tll(\t t}l A ] "0V ] T glll. r, l'(‘qlll nt
alld eﬂl(nent Rervices ¢lnd, m 18,.,"1!1(1 to L’(‘HQI'JI n (’]'(‘]) 1" (l s, preserve s ‘ ty 1)1
; I q € weserve sty il
flelt‘,‘ht%, Cqua] tleatlnent f()l ]ﬂlg(‘ and th’l” hhl]’[\»(’ 3 ﬂ]l]\'( y & \d «lb\.'t(‘l)tlﬂn 1’1( m

shipment on owner’

ers account. Tt war admitt

0 ar g ed, however, th ' v

not the subject of any explicit undertaking, e that these advantages wore

(a) Stability of Freights.

. T‘XsAbi{lowmg that the policy of the Conference made
1t Alan Anderson said that iy the pericd  befor i
the increase in the Australian care tt Mo 100 por et e during he war
incrense In the i K &0 rate way 109 per cent. as compared with an
period. Durine th(:‘(-A t-‘ie soal tharter of 38] per cent. during the same
LG4 per cont, After op ]fmlnfdh free tramp rates inerensed by as much as
. B ulll-o ‘}-. \;'»\. RYTITTHY N . i ;
117 per eent med onteh ontrol e t;sp('(tnt, mereases on pre-war freights were
o 75 por ool 28 1 l(én - 1919 in 1920 the tramp rates came down
e we.“‘ .n.\ 1 '(‘l to 4 per cent. over pre-war although their expenses
100 por g, el sxel BUoper cent. increase. In 1921 the liner rate was
. . pre-war, though expenses showed a larzer inerease,
e added that in this connection the mere

coincided as neither i

) e1ther wanted violent flucty:
frergh.ts and when s PN
margins.

for stability of freights,

)
_hantj and the consumers’ interests
10ns n the price of e lit 3
. ' ; nmadities or in
uch flucty; 5 exist ' &

uctuations existed, trade had to ho condueted on wide

(b) Equality of Rates,

All the 4hj :
shipowners said that this w
ok © sy at this was never tod .
merchandise in trades pun with ¢ 3 was never departed from as regards ceneral
of heavy materials gucl 1th a deferred rebate syotem, Full or large enrsoes
of special ('Onh("](t 1¢ 1:1:}]“01\1 tails, etes, wore, however, ot times the m]’)"i“m
. acts as they were suitable for ear i oo ’ T
otherwise be taken that wan: e suitable for cavtinge by tramps and mivht

() R(;qulariz‘y and Frequency of Seyvive.
With regard to the stateme

irvegular and long fntersql o nt that in the Eact Afvican trade they called at

evidence wax to the effect that w}:"' delaved Tong ,i" loading, the shiy awners'
L owing to shortage of eargo, particularly ontwards
. ‘ i

East Africa would frequently hgve ) ;

communeation ut afl ;l;utnftli‘- “}‘1:\;‘ }:w; left entively without wny steamship

obligations to waintain regylay act that the shijpowners were sonsible of their

cervices resulted bp. se1~i§i“l](s-(\-l“'](§s even though the maintenance of such

the shipowner felt himself :]\ urther it wits pointed ut as showing that

Afvican War, one owner under such an obligation that during the Routh
ar, 'waer sailing on the berth to Sauth Afviea vontinued to vun

a regular service and Jost moneyv owi
: { ’ ney owing to port delay : T owner Y
waking large sums on time charters, S "y altheugh other ownery were
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(3) The Necessity for Conferences and a Tie.

Shipowners generally took their stand by the findings of the Roval Commission on
Shipping Rings that conferences of shipowners were necessarvy in most trades and
further that such conferences must have some hold over their shippers. They referred
in particular to Sections 295-6 of the Majority Report which are as follows :—

«295. The connection between a service attended by advantages such as those
indicated and the Conference system enforced by the deferred rebate has been fully
discussed, and we have e- pressed the opinion that, except under somewhat special
circumstances, some such system is required if an organised service is to be
maintained on a permanent basis. In support of this conclusion we desire to
emphasise the following points : —

1. The history of the origin of Shipping Conferences, which we have given
in Part Ii, shows that the demand on the part of shipowners for some such
protection as that afforded by the rebate system svnchronises in a significant
manner with certain developments in the methods of sea carriage then in the
course of evolution ; that is to say, the growing requirements of trade for an
organised service, the weakening of the personal holf(ll of shipowners on particular
ports or trades, and the increased keenness of competition between shipowners.

2. The system of Shipping Conferences and deferred rebates has undergone
development and adjustment till it is to be found dominant on nearly all routes
where a trade in general merchandise is the chief interest, and, on the other hand,
absent from, or but in partial operation on, routes where the main trade is of a
different character. The exceptional circumstances of the coasting and the
North Atlantic trades, when examined, appear to us to lend additional weight
to the arguments based upon this coincidence. They are, in fact, exceptions
which prove the rule.

3. The evidence which we have heard or obtained in answer to inquiries shows
that not only the shipowners but a large proportion ,we are disposed to believe a
large majority, of the regular shippers regard Shipping Conferences making use-
of the system of deferred rebates as the necessary means by which the advant~
ages supplied under an organised service can be attained.

4. The economic reasons underlying the corinection between the advantages
of an organised service and the demand of shipping companies for an_effective
tie have been examined. Lines which maintain a regular service covering small
as well as large foreign ports, and sailing at regular and ﬁx‘efi dates, are involved
in greater expenses than competitors who choose their sailings and offer only
jrregular opportunities .for shipments. Moreover, owing to the moveable nature
of ships, such competitors, if driven off by the Conference from any one routs,
can resort to other trades without suffering any loss commensurate with that
incwrred by unsuccessful competitors in the general industrial world When
times are favourable, they can return uninjured to t!le attack. Finally, the
adoption of some of the improvements wherc'by transport is cheapened, e, the
bui}ding of ships of larger cmgving capacity or spec[ally adapted for particular
trades, increases the risks and difficulties of regular lines unless they possess
some guarantee of a continuity of custom.

«996. On thesc as well as other grounds of less moment, v consider that
where a regular and ox'ganisgd service is required, the Confen'e'nce system,
fortified by some tic upon the shipper, 1s as a general rule necessary.” )
at no changes of a fund?mental c:hal:acter h‘ad taken
place since the Commission reported as would modify these tndlngfs or invalidate
the arguments on which they rested. Without the deferred rebate sy»fcmdczr :.ome
tie equally defective the Conferences could not ensure to shippers the mz:im t:bfl%: :}geg
Whi('(}l they require, namely, regularity and efficiency of service and stability an

equality of rates. N . e competition by e
» purpose of the tie was stated to be to prevent spasmodic compe ¥ ¢ .
S\lalll(\'zl::eells would not compete on their own merits but would b(;‘co(;ne ]:0 all mtetn'ts
and purposes part of the Conf_crcm'e.rsCl_‘vqu,. although'tthey a ft.aﬂen Cngn > rle n:;x
providing that regularity of service which justities the exlshoncetaho 1'\'li‘:‘e Conferenc
nor in creating a trade or maintaining one at times w erll e;eth soal das};
be maintained at a loss. The enormously greater capital value of the hig .

The shipowners claimed th
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liner, together with its increased cgst of running .cer the tramp, aoco_nhmteﬂ the
unreasonableness of such competition ; moreover, a far greater proportion of tghe
earnings of liners is applied to the up-keep aud continuous forward development oi @
highly efficient service.

Sir Alan Anderson further stated that the tie acted as a protection to shippers it
that it prevented speculative merchants taking advantage of cut rates to the detriment
of their competitors.

Sir Ernest Glover, in dealing with the rebate system from the point of view of the
tramp owners, said that they did not pretend to like the system, ns they naturally
favoured open markets, and the system was admittedly aimed at excluding the tramp.
There was, however, no strong feeling on their part against it so long as it only
applied to parcels or berth business and did not extend to whole cargoes. Generally
speaking, the tramp owner did not want to cut into the berth trade, as it did not
suit him. He agreed, however, that tramps could intermittently cause a dislocation
of rates in a liner service.

The case of efficiently organised outside lines seeking to enter a trade was different.
Sir Alan Anderson said that the Conference wonld naturally fght to keep them out,
but the history of almost every trade showed that the rebate system has never keph
‘out a powerful and efficient line provided always there was room for it and it advent
was welcome to the shippers. No rebate or any other system would preserve a trade
for a Conference unless that Conference served the trade adequately.  He admitted
that the Conference wight bacome so strong, however, as to deter any new enterprise.

. 8ir Alan Anderson and Sir Percy Bates said, however, that excessive competition

in a trade led to economic waste as™ the trade had to carry more ships than were

necessary. Siv Percy Bates added that this meant that the “facilities afforded steadily

(%etflnorated because they could not pay, or if they paid, did so at the expense - the
rade.

As rezards the Comn}on\vealth Government Line, the Conference view, ns expressed
by .Lord Incheape and Sir Percy Bates. was that this line was tryine to enter a trade
which the Conference had built up. The Conference naturally fought any new line,
and the'y regarded the competition of a State-owned line as much worse than that of
an ovdinary company. Sir Alan Anderson thought the real question was whether
t‘here Was room for tl}e new .line, and the answer rested with the shippers. He con-
sidered it was a bad time to introduce a new line when ships were going to Australia
enly one-third full. Mr. Holt said that the Conference had never refused to admib

thetGovernment line, but the difficulty was that they would rot accept the rebate
system.

The shipowners admitted that in certain trades regular services were run without a
rebate system. They claimed, however, that on examination of such trades it would
be found that the imposition of a tie was impracticable or unnecessary ot that tift
other advantages the shippers desired were absent. The following examples and
comments were given :— ”

(@' The Australiun Homeward Trade was run without a rebate system.
The operation of the system in the outward trade, however, insured a
regular homeward service.  Further, the regular lines conld not earry all
the cargo offering, much of which, such as wheat, was carried by tl‘iiml”"
The homeward voyages were ixed on a basis of vefrigerated produce, and
contiacts were often made with representative associations over a period of
years at a uniform rate of all shippers. Thix very specialised type of
tonnago hardly needed rebate protection. ‘

(0) The New York dustralia Service i; maintained on 2 basis of prefevential
contrac@s, and has not continued to make the same progress in respect of
rezularity and xpeed as has been the case in other trades where the rebate
syst?m ‘}ms been a}‘lowed. In certain other outward American trades where
no (ontergnces eaisted, individual lines maintained their position threugh
the exclusive support of one or wmore large customers,

(¢) United States—South Africa Service.~1It has been impossible to develop a
passenger or express cargo seevice in this trade. A large pereentage of the
trade is carried on under a system of agreements with large Corporations
presumably on preferential terms.
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{d) Indsa— Unsted States of America Trade.—Special reference was made to
this trade by Sir Stephen Demetriadi, as ﬁv’mg a regular service run
without a rebate system, The shipowners, in reply, point out that the
witness does not state how far this service is dependent upon the existence
of large contracts or that boih shipowners and shippers bave suffered much
from iustability of rates and the attempts of some shippers to use the
incursions of outside tonnage to their own advantage.

(e) The South African Homeward Trade —The absence of a rebate systers has
resulted in widely fluctuating rates and general disturbance,

As regards American trades generally, it was stated by Sir Alan Anderson that the
Shipping Board were trying to form Conferences based on a limitation of tonnage in
order to maintain rates. Mr. Holt thought they would next be driven to reversing
their legislation when they found these Conferences could not be worked satisfactorily
without a rebate system or other tie, )

(4) Alternative Ties to the Deterred Rebate System.

The shipowuers maintain that it is necessary for'them to have sowe hold over their
customers aud that the deferred rebate system is the best tie. Their position with
regard to other ties was as follows ;—

() The Agreement System.

Sir Alan Aunderson belioved that the South African agreement was in practice
working not unsatisfactorily but that it was not very popular with either side.
He said it was cumbersome but he had not had any concrete instances of objection
to it. Shipowners were agreed that the deferted rebate system was the
better tio but Mr. Holt said that if the majority of the shippers in a trade wanted
the agrecment the shipowners would find it dificult to resiet them.

It was urced agrinst the agreement system generally that it would be difficnlt
to make the agreement apply to all merchants generally whereas the rebate system
was automatic. The agreement held the shipper under an_absolute obligation for
a certain period of time whereas the rebate system enabled hm,z to withdraw at
any mowment if he is willing to forego his rebates. The shippers’ inferests in the
South African trade are fo a quite exgeptmnal degree focussed in an association
competent to negotiate for all, whilst in - any large genen';l trade 1ackmg such [
representative essociation it would be highly inconvenient, if not wholly impossi-
ble, not only {i-complete but to remew at intervals contracts jnth individual.
members of & widely scattered and cons_tantly changing clientéle. Mr. H_olt
ihought it would be more difficult for a shipowner to break into a trade with
an agreement system, espocially if the sanction were @ forfeiture under
Yond as any offer to pay damages for breaking the ment, in the same way
as forfeited rebates were paid, would presumably reuder the competing shipowner
jiable to criminal proceedings. .

(ii) Preferential Contracts.

. o atjon in various trades before the advent of the deferred
wb'ﬂfh:;;vtg::: m'i')hpfallnttcr replaced them tw::ih tge gengl‘;] %’P{:V&;igf 't;:t;tshl per
' ’ big shinpers resented its introduction. Jir. Xolt = ship-
th\:‘l‘eﬂ ;g:gi'gfc:s}:r;g}g s‘enter into such contracts now as they leqd to trochle and
;');fdmmv but if a trade became “ open,” shipowners would be driven to maling

them to ensure regular support. ' .
(i} The Question of Extending an Option to the Shipper.

ros and Mr. Holt as to the possibility of an
Iflaf'?;):te eystems being extended to the indivi-

Qs - i t fully prepared to

W] . the ‘éen was nove],.the witnesses _were no_ 3 } )

dnn{ﬁj;{;}g ‘the }}:ntter was subseguently taken up (-hre‘tg";h‘zﬂ;h?;: hlpo::(;xexés

?\m“ 5 tions (see Appendix V. M. Holt, howevel.tszl ed{:  the awgm N ang

! S i erable ogiectihns g0 long as rates were no ‘Ef thye maiority of their

t)healtm l‘:?[::w‘xg'nm's would be ready to go into the matter 1 jory
B

shippers demanded it.

Questions were put to Siv Percy
option as between the ajteement an



46

C.—AS TO THE OBJECTIONS MADE BY SHIPPERS TO THE DEFERRED
" REBATE SYSTEM AS AT PRESENT IN OPERATION.

(1) The length of the period of deferment.

The shipowners say that it is only desired to make the period of deferment suffi-
ciently long to protect both shippers and owners, and that the period, which differs

widely as between different trades, is a question peculiarly “suited for discussion
between the two parties,

{2) The payment of interest on the Rebate.

Shipowners in general do not admit this claim, as they contend that the rebate is

part of the -freight. and is the property of the shipowner, to which the shipper has no
title unless and until he has fulfilled certain conditions.

{3) Complexity.

. Shipowners said they were prepared to explore with shi
simplifying the conditions under which the-rebate system is
however, to the claim that shipowners ought to yay rebate
latter being under an obligation to claim them. ~This clai
annual return of unclaimed rebates should be made,
were throughout the shippers’ meney.  In any case, it was difficult for shipowners to
be certain a8 to the actual ownership of the rebate in doubtful eases, and, further,
presumably, if this method were adopted, shippers who wished to leave the Conference

Wopld. have to declare their intention in terms instead of merely abstaining from
claiming rebates, :

ppers the possibility of
appl'ed. They objected,
s to shippers without the
m, and the proposal that an
arose from the view that rebates

(4) Alteration of Rebate Form without notice.

This could only be due to inadvertence ; it is not the practice of the Conferences.

{(5) Enforcement of Rebate Conditions in respect of Shipments from
Ports not served by the Conference.

The shipowners said it was impossible to admit the contention put forward by the
Manchester Association of Tmporters and Exporters. They point out that the similar
<case of Dundee was considered by the Royal Commission, who reported that they had
not found any actual hardship impo sed upon shippers of this port by its non-inelusion
in the list of Conference ports of sailing.  The force of economic law can be relied
upon to place in the list of Conference ports any additional port as soon as it can
-offer sufficient inducement, -

() Comparison ot Rebates in New Zealand and Australian Trades.
Not dealt with by the shipowners.

{7) Outside Shipments.

Sir Percy Bates said that permission to ship by outside vessels was always given
‘when Conference tonnage was not available within a reasonable time, and instances
in the Indian homeward trade and East African trade were adduced in support of
this. He admitted, however, that the interpretation of * reasonable time” might Jead
to arguments, and the decision remained with the Conference, ’

D.—SUGGESTED REMEDIES.

The shipowners submitted that in general the burden of complaint against the
deferred vebate system, as shown by the evidence given to the Committee, was not so
heavy as at the time of the Royal Commission; and that it did not con'ain anything
to falsify the findings of the Commission in any material degree.« No system of
l'egulating ocean trade could be so perfect as to obviate all dlﬂiculgles, and as com ared
with the immense volume of transactions covered by the operation of the
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Conferences, the specific complaints wete small in number and in some ¢ases unsubstan-
tial in character.

They furtner submitted that any legislation directed against combinations of
shipowners in particular would be class legislation and a 'gross_injustice. It would
be indefensible to prohibit shipowners from granting any consideration for exclusive
support while other traders were at liberty to employ such means to consolidate their
position.

* Any legislation of a prohibitive nature, unless in‘ternat_iona] in chal_'acter, would
injuve “British shipowners, especially at present when tie war has stimulated the
-growth of foreign shipping and when foreign Governments are displaying & marked
inclination to pass discriminatory legislation in favour of their own nationals.

Any interference by Governments with the workings of the shipping trade is
marked!y detrimental. and freedom of contract is the tirst public necessity.

They maintain that any dafects or difficulties demonstrable in the worzing of the
rebate system are such as can most properly be le_ft,.a»' the_ Royal Coznm}sslou recom-
mended, for settlement by bargaining and negotiation with representative bodies of
shippers, who should, equally with the shipowaers, possess adequate power for collective
bargaining by combination,

Very little has been done in this way, but the shipowners would welcome the
fom‘metli'Zu] of Associations with whom they could confer. They confidently expect that
if the machinery for bargaining was complete, the whole question 'of deferred rebates
would reach a settlement. ~Such a settlement would be flexible and capable ‘of
adjustment to the precise and varying uneads of dlﬂ’erent trades ‘whereas legislation
could only effect a rigid settlement. Above.all shippers and_ shipowners would be
jointly responsible for its attainment and maintenance on a basis of a full and frank
recognition of their mutual needs and difficulties.

They considered that it would be undeniably premature to supersede the .recom.
mendations of the Royal Commission until at least they have been given a fair and
reasonable trial.

APPENDIX III

SUMMARY OF THE RECOMMENDATION OF THE ROYAL COMMISSION
ON SHIPPING RING-. .

The Royal Commission on Shipping Rings was ag)pointed in November, 1908, t,
‘enquire into the operation of shippinz rings or conferences generaily, and more
especially into the system of deferred rebates and to report whether such operationg
had caused or were likely to cause injur]{ to British or Colonial trade, and if so what
remedial action, if any, should be taken by legislation or otherwise. The Chairman
of the Commission was Mr. Arthur Cohen, K.C., and among the members were Lord
Inverclyde, Sir Hugh Bell, Sir David Barbour representing India), Sir Alfred Bateman,
Sir John Maedonell, Mr. .now Sir) Robert Collins {representing Australia),
Mr. Birchenough (representing South Africa:, Mr. Pember Reeves ‘representing New
Zealand), Mr. Mathers of Nova Scotia, Mr. (now 8ir; Owen Philipps, and Mr. Oswald
Sanderson.

The Commission made a Majority Report, which was signed, amongst others, by
‘the shipowner members, to the effect that by means of the deferred rebate system
shipping conferences protected themselves from co.mpet-ltlon and possessed. 3 limjted
monopoly and that the limits to the monopoly lay chiefly in the latent possibility of
alternative methods of transportation coming into existence if the monopoly were
seriously and continuously abused (paragraphs 105 and 110, The Minority Report, -
which was signed by Sir David Barbour, Sir John Macdouell, Mr. Collins, Mr. Bir.
chenough, and Mr. Barry, goes further than the Majority Report, and the signatories
find that the conference system with the deferred rebate has created a monopoly “ the
limitations upon which are. in many cases illusory and which generally tend to
decline ” (page 114). They also point out that such monopoly is subject to no s:ata-
tory or legal control and state that such a position appears to them inadmissible.

The Mujority>Report expresses the osinion that the advantages conferred
by shipping conferences are substantially dependent upan the rebate system or some .
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similar system, and that if the rebate system were abolished it would tend to be
replaced by long contracts and preferential freights (paragraph 169 . They tind that
the disadvantages of the conference system are those which are usua‘lly inseparable
from a monopoly not subject to control and they consist in the abuse of the monopoly
or the fear that it may be abused. They tind that * the monopoly possessed by
shipping conferences . . . confers on them powers with reward to the clu.u'gmg of
rates which at certain times and in certain trades may exceed the power which they
necessarily require over the shipper to enable them to maintain an organised service

{Section 299,.

The recommendations put forward by both Reports are really very similar; neither
advocate the abolition of the rebate system by law nor any sysiem of direct contro! (an
exception is Sir David Barbour's reservation to the Minority Report in favour of such
an effective check on shipping rings as would really breai. down the system altogether ;
such a check could only%e imposed by legislation;. The general recommendationg
then made by the Royal Commission fo deal with the conference and vebate 8ys:ems

- may be stated briefly as follows : —

(1) The formation of shippers’ and merchants’ associations to bargain in the
most favourable position with the conferences i paragraphs 321 and 325 ;
page 115) ;

(2) the vesting in tie Board of Trade of power to conciliate, arbitrate and
enquire in regard to complaints arising against the shipping conferences
(paragraph 331 ; page (16} ; and

(3! the infroduction of a greater degree of publicity into the matter by requir-
ing all conference agreements, certain other agreements, rebate circulars
and claim forms and tarifls, to be deposited with the Board of Yrade
confidentially or published (paragraph 331); the minority would require
all the agreements and similar matters to be made public in a report
to Parliament, care being taken not to divulge information likely to be
useful to competitors (page 116",

APPENDIX IV,

MEMORANDUM OF AGREEMENT between the undersigned South African shippers and
the undersigned regular Steamship Lines trading to the Union Ports of South
* Africa.

1. This Agreement is entered into for the purpose of maintaining regular steam-
ship services from the United Kingdom and the Continent Bordeaux to Hambury,
both inclusive) to the South African Union Ports, with stability of freight and
equality of rates to large and small shippers alike, and in tixing the rates rexard shall
be had to the rates in other Overseas Regular Trades. )

. 2. The undersigned shipowners hereby agree to supply steamers to maintain the
* present regular berth sailings te the Union Ports of South Afrien, and to provide
- sufficient tonnage for the ordinary requirements (including a natural increase) of the

trade. Steamers to sail on the advertised dates as far as practicable, full or not full.

*3. The rates of freight upon the revival of the Agreement shall be the followine
basic berth rates which have been agreed with the South African Trade Association -

Capetown Moxsel Bay*
and East London
Algoa Buay. aund Natal.
Goods rated in present Tarifl at 90s.-—
{Capetown basis) . . L0, _ S9s.
Goods rated in present Tariff at ; Os.—-
(Capetown basis) . . L0s 65s.

¥ Note.—These rates have been subsequently revised by Agreement with the
South African Trade Association,
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Mail steamer rates {exclusive of primage) shall not be more than Bs. per ton in
advance of rates by other steamers.

The above rates come into force after the 31st March, 1919 (with & per cent.
primage in respect of Mail steamers o-ly), but without rebates for all descriptions
of cargo. The shipowners reserve liberty to revise rates as circumstances may require,
but they shall not without consultation” with the South African Trade Association
make any general alteration in rates. In the event of no mutual agreement for an
alteration in rates being reached the matter shall then be submitted to arbitration.

4. In consideration of the shipowners supplring and maintaining the tegular
services, the undermentioned shippers agree to give their entire support to the under-
gllentloned Steamship Lines from the United Kingdom and Continent (as defined in

ause 1).

5. In the event of anything occurring to distarb the stability and equality of
rates the undersigned Shipowners will forthwith take effective measures in consulta-
tion and agreement with the South African Trade Association to protect the interests
of the Signatory Shippers, and should no agreement be arrived at within fourteen
days then any of the signatories thereto may withdl:aw[from this Agreement upon
giving thirty days’ notice, but such notice shall be void if during the curreney of
same an agreement is arvived at. It shall, nevertheless, be.compe.tent for the parties
by mutual consent to extend the time, for a period not exceeghng thirty ﬁays, for the
p'ur pose of arriving at an agreement, and any notice of withdrawal given shall be
voi(i if during such extension an agreement is arrived at ; but such withdrawal shall
not invalidate this Agreement between the remaining signatories.

6. This Agreement shall not apply to large parcels of cargo not being merchants’
berth eargo, but the shipownlrs agree not to make special arrangements at preferential
rates to the prejudice of those shippers signing this Agreement, as regardst he carrying
off of such cargo, except with concurrence of the South African Trade Association.
This shall not apply to railway material. In the event of any disagreement betweex}
the shipowners and the South African Trade Association as to what is not inerchants
berth cargo, the same to be submitted to arbitration.

7. The shipowners' shall be at liberty to suspend their obligations under this
contract in the event of any declaration of war, or of war breaking out between any
two or more tirst-class powers, or in the event of any revolution, riot, civil commotion,
strike, lock-out, or labour dispute, rendering it impracticable for them to carry out the
said obligations,

8. The shipowners undertake not to carry cargo on ship’s acc:)unt, except coals to

fill up.

9. Notwithstanding anything in this Agreement any shipper shall be at liberty to
ship by sailing vessels.

10. All alterations in and additions to the tariff of rates of freight to be communi-
cated to the South African Trade Association as hitherto.

. Shippers signing this Agreement are to give the shipowners a list of marks on
wholsi b?l}lla f they i‘u'e vér,illing to come under this Agreement, and _1.f thereh be fany
corporations, companies, firms or individuals for whom the said shippers aﬁ: who 1‘3 _u:g
to come into this Agreement, the said signing shippers shall not Preju ifall
thereby so far as their declared assenting marks are concerned, and the same s

" apply to any withdrawal allowed by the terms of this Agreement.

p i rcement is to continue to 31st December, 19 , and is'subject to six
monlti.s’Trlgtsic‘:gt]ht;'eafter by any of the parties hereto for themselves only; pr](’)z'xdedé
however, that in the event of this Agreement not securing stability and equalif yt 0
rates (ap’m-t from Clause ), the shipowners and the South African Trade Assom; ion

im]l moet to discuss the situation, with a view to such moditication b'emg mabe' as
sha be considered necsssary, and in the event of no satisfactory .a.gle‘ement eing
;I;-?xved at, any of the signatories hereto, for themselves only, may withdraw tthereh-om
on viving’ three months” notice ; and provided further that this ?rgfeemsn may lHe
y minated by any of the parties for themselves cnly, on gm?g A auP ar; Or&iasonz te
Loticc ‘in the event of its being held to;};p a contravention tgd the Pos . Of ce A ct,
I11911 The Union-Castle Mail Steamship Company, Limited, may withdraw from
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this Agreement on giving fair and reasonable notice, but their withdrawal shall not

- otherwise terminate this Agreement aud shippers shall have the liberty to ship by the

Union-Castle Mail Steamship Company, Limited, from the Contineut, Middles-
brough, London and Southampton.

{Merchant’s Signatuve'.., .

Steamship Lines o vove o vv oo i viiveiie w

Date... ons et eeeireseeean 19......

APPENDIX V.

Correspondence with Chamber of Sl\ii)pillg and Liverpool Steanship Owners’ Associa-
tion in regard to the possibility of an OPTION between the REBATE SYSTEM and
an AGREEMENT SYSTE M. .

1th July, 1922.
DEar 818,

During the course of the evidence in regwd to ths deferved rebats system given
before the Imperial Shipping Committee by Sir Pefey Bates and Mr. R. D. Holt, on
behalf of the Chamber of Shipping and theé Liverpool Steamship Owners’ Association,
questions were asked ns to the possibility of an arrangement whoteby the shipper could

be given the option of signing an agreement or of remnining under the doferred rebate
o] =l 3 pel
system.

My Comamittee have since given further consideration to the matter and they have
desired me to ascertain the detailed views of your Chamber as to whether it would be
practicable for steamship owners through the various steamship Conferences to offer
their shippers a running option of the rebate system as nt present operating or a con-
tract in which the main tpoints of general application might be on the lines of the
enclosed Memorandum of Agreementin use in the South African Outward Trade*
It is obvious that the details of such contrrets would require eareful consideration.
It is vecognised, for example, that provision would have to by wade to prevent a
shipper who had ermered into a contract hsing able (o revert to the rebute systemn
before the expiry of such contract.

In view of the difficulties at present besctting ocean trade, it seems desivable that
the report of my Committeein regard to the deferrod rebate system should not be
unduly delayed. T should esteem it a favour, therefore, if your Chamber could let me
have their reply as soon as you can make it convenient.

A similar letter has been addressed to the (Liverpool Steamship Owners' Association)
{Chamber of Shipping).

Yours faithfully,
(Signed) H. J. MACKINDER,

Chairman.
The Secretary,

Chamber+of 8hipping of the United Kingdom.

The Secretary,

Liverpool Steamship Owners’ Associntion.

* See Appendix IV.
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Chamber of Shipping of the United Kingdom,
28, St. Mary Axe,
London, E.C. 8.
’ 28th July, 1922.
REBATES.
S1B,

Your letter of the 4th inst. has been carefully considered by the Chamber of
Shipping of the United Kingdom and the” Liverpool Steam:hip Owners’ Association,
and we have been instracted to reply thereto as follows : —

Assuming a widespread desire among shippers for a Contract Option as an alter-
native ta the Rebate System, the shipowners would, we believe, extend such an option,
provided it can be extended without preiudice to the existence of the Regular Lines
which have been instrumantal in building up the export 4rade of the country.

They are naturally predisposed to view with misgivings the introdnction of an alter-
native to a system which for forty vess or move has been 1mmensely helptal to trade
by providing security of tenure essential to the majutenance of the Regular Lines.
The conditions in the various trades are diverse, and there is a corresponding diversity
of opinion among shipowners as to how far the introduction of the alternative system
is practicable.

There are, however, certain considerations arjsing frym the suggestion which ave
generaily pertinent to all trades : — )

(1) If the Contract is to run for a definite period, then the shipowners must have
the right, conceded to every other trader, of silecting the persons with whom they
make such Contracts and their due fulilment must be guaranteed to the sagisfaction
of the shipowners. . .

It must be borne in mind that if such Contracts instead of imposing the obligation
to ship a definite quantity of cargo within any period, provide merely that the shipper
is to give his entire support to the Line during that period, assurance of good faith as
well as of financial suiliciency becomes of the first importance.

121 Under the Contract system the onus of proving that the shipper has not given
his entire support is on the shipowner. .

_ Under the Rebate System the onus of proving that he has given such supportis. on
the Shipper. * .

All the books and papers bearing on this point are under the contro} of the shipper,
aad whilst it is a simple matter for him to Erove the atfirmative, it 1s almost huapos-
sible for the shipowner without access to such books and papers to prove the negative,

{3) The above considerations are of importance in the outward trades from this
country, however well they may be orzanised. They ave of ovemﬁhclmiug inipartauce
in certain homeward trades in which the shippers are of many nationalities.

i4) The volume oficargoes and the regularity in their flow, vary greatly in the trades
covered by the Conferences. It is therefore impossible for the 'shipowners to as<ume in
all trades, as under the South African Contract, a responsibility in regard to regularity
of service greater than is assumed under the Rebate System.

5! The working of the dual system must result in some disorganisation in the
established practice, introducg some inequalities, and impose a good deal of extr:\@'(-g
on the Lines. ,ﬁg k;?

For these reascns and because Comiract Shippers, if they pay only bt iiite
freight, would have a preference over the Rebate Shippers, some percentage addition,

say, ¥} per cent., must be made to the net rebate freight in the case of all shipments
made under Contract. - =
= e

i6: Each shipper entering into the Cofitract would require to agree~— ~+

{a; To give his entire support to the Conference Lines throughout the Contract

<period, and at the end of that period to produce iif so required: his books

and papers so that the Lines may be able to satisfy themselves that such

support has been given. The Rebate*Shippers are bound to satisfy the
Lines on this point. .

- *

-



(b} To pay by way of liquidated damages on any breach of his undertaking a
sum equal to the equivalent of what would have been his accumulated
rebates if he had been shipping under the Rebate System.  This provision
iQs] necessary to place the Contract Shipper on an equality with the Rebate
Shipper,

ter That all questions arising under the Contract shall be dealt with by the
Law Courts of the country in, which is the principal office of the Line by or
against which the claim is made,  This is what now happens under the
Rebate System. -

fd) That if so required the due fulilment of the obligations assumed by him
under the Contract shall he cuaranteed by a cash deposit or a .banker's
guarantee.  All such guarantees to be given jointly and severally to the
Lines in the Conference. ’

(¢) That each Shipper’s Contract shall be entered into with the Lines in ‘the Con-
ference jotly and severally, and be terminable on-either side on six
months’ notice. N

The above conditions woald wive ta'the Con&m Shippers all the advantages enjoved
By the Rebat - Shippers subjeet only to some gddition to the net rebate rate of freivht.
The conditions attached ave necessary if shippers under both systems are to be placed
on equality, It may be that when the nature of these necessary conditions ave realised,
ghe supposed advantage of the Contract System over the Rebate System will disappear.

It is necessary to emphasise this point to euard against the possibility of the offer
of the alternative scheme beine looked on as illusory, but the dificulties are inhevent
te the Contract System which, on the one hand, must be waterticht if it is to serve
its purpose as a tie, whilst on the other hand it must not place those who prefer the
Rebate System at a disadvantage. . ; -

We wish, moreover, to reiterate onr apprehension that the reintrodnction of the
Contract System will imperil the maintenance of equality of rates, and involve the
revival of other practices which the Rebate System  was designed to abolish,
and to point out that the efticney of the Contract System as operated in the
South Atrican Outward Trade still remains to be demonstrated, During the War
t here was practically no competition. Since the War comypetition from foreign stgn}ll-
ghip lines is revivine and difieulties have alveady arisen in relation to competitive
freizhts fixed without rezurd to the cost of the services rendered. )

“We ave informed that experience has already shown thatithe pledge given in general
terms by the shippers to accord their entive support to the Conference Lines does not
secure to those Mines sueh rerularity of employment as will alone enable them to
maintain their seryices as they are now ecarried on,

I, after reviéwing the whale position, the Cowmmittee think it desirable, the
shipowners ave prepared in their several Conferences on being satistied that a substan-
tial majority of <hipfees in number and volume so desive, to discuss with the shippers
the precise*terms upon which the option of the alternative system can be given.

We arve, Sir, s
Your obedient Servants, ’
Chinber of Shipping of the UK.
(Signedi P. Mavrrer Hrwr,
Acting General:Manager, - )
: yners’ Association.

Sir H. J. Mackinler, M.P,,
e‘; ('lx:ﬁmian...\
Ifmii!qnl Shippaing Cowmmittee,
" Board of Trade,
Great George Street, — .
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