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(8) On the Deferred Rebate System as obtaining in the trade between the United

*~ Kingdom and Australia [Interim Report].” (Cmd: 1486). RN
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INSTRUMENT OF APPOINTMENT OF THE IMPERIAL
SHIPPING COMMITTEE.

-

__ WHEREas the Imperial War Conference, 1918, passed on the 26th
July, 1918, the following resolutton: :— ¥

L. That in order to maintain satisfactorily’ the connéctions; at}d,";lii
the same time encourage commercial and industrial relations,

-between the different-gountries of the Empire, this Con-

ference is of opinion that shipping on the prineipal routes,

especially between the heart of the Empire and the

Overseas Dominions, including - India, .should be brought

under review by.an Inter-Imperial Board on which the
bnitél Kingdom, and the British Dominions and Dependen- -

cies should be represented,

2. That for this purpose an |mperial Investigation Board, repre-,
senting the various parts of the Kmpire, be appointed, with
power_to enquire into and report on all matters connected
with ocean freights and facilities, and on all matters
connected with the development and improvement of the
sea communications between the different parts of the
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 concerned,
persons with expert knowledge of the problems involved,
including representatives of the shipping and trading
interests ; '

AND WREREAS it has heen 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 Dominion of Canada, of the, Common-
wealth of Ausiralia, of the :ominion of New Zealaund, of the Union of
South Africa and of Newfoundland, by the Secretary 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, oiz. :— . b

(3) To enquire into complaints: from persons and bodies ix_ﬂ‘;\‘.ereste_edﬂ
with regard to ocean freights, facilities and conditions in
the inter-Imperial trade or questions of a similar mnature
referred to them by any of the nominating authorities, and
to report their conclusions to the Gevernments concerned.

(¢2) To survey the facilities for maritime transport on such
routes as appear to them to be necesssry for trade
within the Empire, and to make recommendations to
the proper authority for the co-ordination and improvement
of such facilities with regard to the type, size and speed of
ships, dopth of water in docks and channels, eonstruction
of harbour works and «imilar 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 3—

Sir H. J. Mackinder, M. P. (Chairman). .

Sir A. H. D. Ramsay Steel-Maitland, Bart., M.P., nominated
by the Secretary of State for the Colonies.*

Sir W. 8 Meyer, G.C.IE,, K.C.8.1., nominated by the Secretary
of State for India in Counecil.+

Sir Hubert Llewellyn Smith, G.C.B., nominated by the Board
of Trade.

Hon. Sir George H. Perley, K.C.M.G., nominated by the
Government of the Dominion of Canada.t

Mr. H. B. G Larkin, nominated by the Government of the
Commonwealth 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. 8ir Edgar R. Bowring, nominated by the Government
of Newfoundland.

Sir Kenneth Anderson,
Bart.,, K.C.M.G., §

Sir Alfred Booth, Bart.,|

N Mr. W. Lionel Hichens,
Mr. Kenneth Lee,
Mr. J. W. Murray, J

I further appoint Mr. E. J, Elliot, 9 of the Board of Trade, to be
Secretary to the said Committee. '

(Signed) D. LLOYD GEORGE,

being  persons  experienced in
shipping and commerce.

3

June 15th, 1920.

# 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.M.G., C.B.,
who resigned om joining the Foreign Office.  Sir Frederick Butler had on

October 2nd, 1920, succeeded Sir A, JH. D. Steel-Maitland, who had resigned
on the ground of ill-health,

t 8ir W. 8. Meyer died on October 18th, 1822,

t On April 16th, 1922, Hon. P. C. Larkin was appointed & member of the

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 during the absence from the
country ¢f Sir Kenneth Anderson.

| On May 9th, 1921, Mr. T. Harrison Hughes was appointed a member of
the Committee in the room of Sir Alfred Booth, who had Tesigned on the ground of
ill-health, From Febiuary 3vd, 1922, to May 1st, 1999, Xr. L. C. Harris served
on the Committee during the absence from the c>untry of My. T. Harrison Hughes,

& Mr. R. D. Fennelly, also of the Board of Trade, has since September, 1620,
acted as Assistant Secretary,
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REPORT.

WE, the IMPERIAL SHIPPING "COMMITTEE,
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 conclusion upon this subject to all
the Governments of the Empire, since they are all concerned.

acting

1. The question of the deferred rebate system was first brought to
the notice of the Imperial Shipping Committee in'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 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 on Government account.

(6) 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 Caleutta
homeward trade.

(¢) The following associations in India made a representation
agamst the rebate system as applying 4n 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 3
The Baled Jute Shippers’ Association ;

The Calcutta Wheat and Seed Trade Association.
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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).

(7) The Association of West African Merchants (who forwarded
a resolution 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 Con:mlttee, in the
course of correspondence with the Government of New Aea{and respect-
ing the current freight rates charged by the lines trading to New Zealand,
inc};he shape of a recommendation, dated October .19;).0, of a Select Com-~
mittee of the New Zealand House of Representatives to the effect that
the system should be made illegal. i :

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 confined to the Australian trade, must be exteqded to
Imperial Ocean Trades generally, and steps were taken to obtain the
relevant evidence from the bodies and associations who had 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 referepce 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 shlip exeluzwely by the Cqﬁferzngﬁ tLlpes.r 8)\3"

jon on this particular matter was given in an interim re

?:sicel:llson 5th August, 1921 (Cmd. 1486 . It was to the effect that
certain cases had occurred where cargo had been refused by certain
Conference Lines although their ships were not full, on the ground that
the shippers had not conlined their shipments to the Conference. ] The
Australian and New Zealand Conferences, however, emphatically
repudiated any such policy of intimidation and it appeared that the
cases which had occurred were due to unauthorised action on the
part of subordinate officials in certain Conference Lines. We added in
that report that we would investigate any complaint of such treatment
which might be brought before us, but we have not received any
further complaint under this head.

7. To reburn to the main question. Bvidence has been taken by
the Imperial Shipping Committee in regard to the deferred rebate
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system; as applying in inter-Imperial trades from the following
withesses j— )

(D) On bekalf of the Australion Government (in January and
February, 1921.)

Mr, R. J. Turner, J. P., Chairman 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. MeGlew, Managing Partner of Messrs. C. 'T. McGlew
and Company, Merchants and Exportets in the Australian
Trade.
~ The Managing Director of a firm of merchants in the Australian
Export Trade who did not wish his name to be disclosed.

{11} On geﬁ«al [ of the Crown Agents for the Coloniss (October,
1921).

Mr. T. D. Holt, O.B.E., Head of Shipping Department.

(i) On behalf of Traders’ dssociations (November, 1921—March,
1992).

Sir Stephen Demetriadi, K.B.E, on behalf of the groug of
Associations referred to under 2 () as engaged in

the Caleutta Homeward Trade and in regard fo that
trade.

Mr, E. B. Tredwen, Chairman of the Australasian Merchdnts’
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 mevchant
and not directly on behalf of any of these bodies) in
regard chiefly to the Outward Trade to Australia,

Sir Stanley Bois, on bekalf of the Ceylon Association in London
and in regard to the Colombo Homeward Trade.

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 behalf 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, & member of the same Section, in regard to
the East African Trade. '

Mr. Montagu Laing, of Mgssrs. 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 Trade,

Mr. David Landale, of Messrs. Jardine Mathieson and Company,

Chairman of the Chira 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 Shipowners.

Rt. Hon. Lord Incheape, G.C.M.G., K.C.8.1., K.C.L.E., Manag-
ing Dircctor of the Peninsular and Oriental Steam Navi-
gation Company, as regards the case of the Australian
Government against the deferred rebate system.

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 Chamberof
Shipping of the United Kingdom and the Liverpool Steamship Owners’

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 of
it (Appendix II) and not the evidence itself in extenso.

9. The whole question of Steamship Conferences and the deferred
rebate system was exhaustively investigated by the Royal Commission
on Shipping Rings which was appointed in 1906 and reported in 1909.%
The main or Majority Report of she 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 discusses at length,
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. IT. Appendices (Cd. 4569,.
Vols. IIT and IV. Minutes of Evidence (Cd. 4370 and Cd. 4685).

Vol. IV. Report of Sab-Commission apon evidence taken in South Africa, with
Minutes of Evidence and 4 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 or even to any considerable extent adopted, it
became clear to the Committee thaf it would be best to treat the present,
enquiry as supplementary to that of the Royal Commission., Accordingly,
it was decided to adopt for the purposes of this epquity the evidence as

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

(@) Any changes which have occurred in the application or

+ operation of the deferred rebate system since the date of the
Royal Commission.

16) The manner in which or extent to which the burd
complaint against the system has altered,

(¢} Any steps taken to give effect to the recom
the Royal Commission.

11, In the first place it has to be notel that new or additional
!eglslatxon‘against the deferred rebate system has since 1907 been passed
in Augtxa.ha, Sout?h Africa and the United States of America, vi

Z ,—

en of

mendations of

NS § Au.séi'alia. A

The “ Australian Tndustries Preservation Act, 1906 to which
the Royal Commission referred as “ containing provisions which
might affect the operations of shipowners making use of the rebate
system ** has now been consolidated and amended into the “Auystralian
Industries Preservatiom Act, 1908-10 ” wader which rebates are
definitely made illegal. This prohibition of rebates applies to all
trade: outward from Australia
(%) Union of South Africa,

The South African Government passed, in 1911, the Post Office
Administration and Shipping  Combinations Discouragement Act
which attacked the system of deferred vebates through the medium
of the mail contract,” It provide: that the Governor-General shall
Dot enter into any ocean mail contract with any person who
gives any rebate upon condition of the exclusive shipment of goods
by vessels of particular lines.

(8) United States of America

The Royal Commission stated that
rebates] is probably prohibited by the [U.
not against shipowners in particular but
tending to create a ponoply.”  The system is now, however,
made definitely illegal by the Merchant Shipping Act of 1916, as
amended by the Act of 193¢ (Jones Aet), and the legislation
appears to apply to shipments in both directions. '

12. Changes in the operation of the Deforred Robas
() As a result of the new legi

the system [cf deferred
8.] legislation divected
against all combinations

e systam,

slation in South Africa it became
necessary for the Union Castle Majl Stermship Company, Limited,
who held the mail contract between the United Kingdom and
South Africa, to discontinue the deferred rebate system and it was

11

ier Lines in the South African Conference.
%};sohi:opg):;inb{e;l{:cz:clhell)‘y the "« Agreement System ” to which we:
shall have occasion to refer later. _
Other changes that have taken place since 1909 are as follo:lvs P .
1) Australian Outward Trade.—During the war and owing to.
caésgs arising cut of the war the Commonwealth Gover nme‘nt :3&1
become the owners of a considerable number of stea?els and
afterthe end of the war this Government Line started reg s
services in the Australian T'rade. In view of the Cumnag{xllwga th
legislation referred to above this Line was preuluC , rgce,
b;coming a party to the rebate system which thel. on erghat
continued to operate in the outward trade to Austlra. la,f "S-oba,tes
shipment by the Government Line involved the loss o 1aed "
which on their part, however, the Government Line 'wzi Te {tion
make good to the shipper on certain conditions. It 1‘51. is gps tion
that occasioned the present complaint from the Austra ian O zv i
ment and it is the mostimportant development in 1<iga,1 3 lf the
commercial side of shipping with which we have to deal, wi :
possible exception of the South African agreement.

iil) Calcutta Homeward Trade—The Royal Commission in
refgl};"ingatou this trade stated that  the bulk of the ca,'l'gto shll[fpi%
B is rough cargo such as linseed, wheat and jute, a o
which is suitable for shipment by tramp steamers, and ul;])on C%agte‘
of this kind it has not been found possible to impose 8 %‘ts ate
system.” - The deferred rebate system was, however, bmtm ;,Ifor
into this trade for general or rough cargoin Ma.y,;1919, t11 no
tea, the freight on which is tixed by a separate a,g;leemelx: t o
iv) West Afirican Trade.—During the war, the reba e s :
in (logeration i{: this trade lapsed. It was, however:1 leltmggszi
about the beginning of 1922. This was done, we un e;i atra’de .
the'request of some of the smaller merchants engag:ed in the trace,
in face of the severe competition which they were experie g
from one of the largest groups in the trade who were in a I;?:t 1on
to load their own ships with full cargoes and also to get the
ordinary liner rate wnen it suited them. The smaller men &[:.e, &
appears, by the re-imposition of the rebate system, to res
measure of egnality. ¢ the Roval Commission
last African Irade.—At the time of the Roy ,
tra.gl';e) wf:lf Ea‘sft Africa was little developed and vessels c‘alle‘d (;3;{-
irtegularly. In time, however, the trade deyelgped, H}Oleb ;;ig \he
services were run and the rebate system was imposed in h0 the
outward and homeward trades. During the present year the Petlha,t
of deferment has been reduced from six to four months,hso Lot
rebates on shipments made, say, during the first four mf)nt § 0
year become payable on September 1st of the same year. .
(vi) Straits Settlements Homeward Trade.—In 191f1, _ ‘u;
agreement was arrived »t in London under which the Cofn ‘erl')et{l:cs
undertook that once every three years the overla,ppl‘ng o u_%t }?‘oﬁt
should cease and shippers be free to leave the Conference wi

* Cf. Cd. 4668, Paragraph 64 (1).
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11055 (;)f rebates. This opportunity was given in 1911, 1914, 1917 and

° 18. As regards the composition and internal orcanisati
A 0
C‘I;mferences, we have received 8o evidence to show that any fﬁllnltlla«!?:enttg‘i
E} al.:\fges bave taken place therein, though the membership of certain
onferences has undergone some changes, notably owing to the dis-
-appearance of certain foreign lines as a consequence of the war. More-
over, no substantial alterations, other than those above mentioned,

appear to have been made in the detai ’
B e been tra.delsr.l 1e details of the deferred rebate system

14. Having thus far dealt with the changes tha red |
181e operation of the deferred rebate system gsfince tlfehga;i c:)fczllzlx;lelgo;:.l
homnﬁxsswr;l, we have now to examine the evidence that the shippers
azgethrzugft before us in support of their complaints against the system
and at of the shipowners in reply. A full summary of all the

vidence will be found, as stated in paragraph 8, in Appendix 11 (p. 81).

R
Tue PreseNt Majon CoMPLAINTS AGAINST THE DEFERRRD REBATE
SysTEM.

(4) Complaints of unduly Iigh Freights and Profits.

15, While some of the shi 7 wi '
‘ ppers’ witnesses who appeared before us
gzilmiidi ntothbg‘aetuated rather by the feeling that stearr?ship Conferences
had actuall;ns &;zrfdtodgéis': und_l(xlly on them than by any harsh treat-
1 , Ite evidence was given by others -
porting  to show that shipowners, b me Y their hold nve
. s ans of their hold
ililé%pgziglll;zug;h shti rebate lt:ystem, were 3%;ble to, and did, 2;11a1'g2 un((ﬁf;
. and thy S -
consumens mipne s make unduly high profits at the shippers’ or

16. The complaints in regard to freights which were alleged to be A

unduly high were based i i i i
charged from Continent:{lpcoirtam e sume ot U0 Teighte

Ir orts for the same destination and the same
E:arﬁlélslgc};f:esafrt_S?CIOI{dly, with the rates charged in competitive foreign
t 1 pl icalar the rates on linseed from the Argentine were put

orfvar as showing that those from Calcutta for the same commodit
‘wi]exe unfairly high ; in both these cases the point of the complaint Wa,);
that the freight rates set upas a standard were not subject to the rebate
%yzfcgmd ;Ka.nd‘ (i‘,hu'dly, 1t was sought to show by reference to the Bombay-
thel eC " ;213 o;;\t ::te‘:e:;he(;ies ;gain »;c.he r:blate lfys‘cem did not apply that

L : roportionate ig '
contentl_ong introduced in this cponnection yon L%i;lf'l;!;ethﬁuiéaggsa;ﬁ
fzn}gng,nses : 13(; Appendix II (page 81 ef seq.), to which reference is

vited. Similarly, in regard to the question of profits, this summary

will be found to contai e i .
ased by the shi(; ;:g.am details indicating the general line of argument

This part of the evidence h
British trade and we have givenasi,t
owners evidence in%eply is dealt with
-of the Committee in regard to it will b

We recognise; serions aspects for
our careful attention. The ship-
1n paragraph 20 and the attitude
e 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 ﬁoyal
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, throngh fear of the forfeiture of his accrued rebates, from:
taking advantage of any more favourable opportunity of shipment which
may occur outside the regular lines. Thus, in effect, they maintain
that the 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 advantage
of the service of the Government Line in the outward trade or, in other
words, that the Conference has created a monopoly which it seeks to-
maintain to the exclusion of the Government Line.

Tueg SHirowNeERs’ REPLY To THE Masor 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 systew.

(A) As to Complaints of unduby 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 a position to, and did as a matter of fact, charge unduly high
freights and consequently make unduly high profits, the _shipowners
in every case contend that the instances quoted do not justify the
conclusions which the shippers seek thereby to establish. A full
summary of the facts and arguments brought forward in this way
on behalf of the shipowners will be found in Appendix II (p. 4l ef
seq.). The shipowners’ evidence generally brings forward additional
factors 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 economic level,
that is, below the real cost, and, of course, the situation has been made
more difficult for British vessels owing to collapsed and falling exchanges.
We are informed that in normal times Conference agreements kept
Continental and British rates at a parity ; this®*position had been
disturbed by the war and its after effects, but there was now a movement
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“to re-establish it. In the cases of comparison of freight rates uader the
‘Tebate system with rates in similar trad

es in which the rebate system did not
-obtain, the shipowners offered explanations bas i

) ed on the various particular
factors affecting those trades, of which all that n ) i

‘they go to illustrate the intricate nature of the business of runniag ships.

. (B) The Shipowners’ General Attitude. o
21, With regard to thé general nature of the shippers’ attitude,
‘the shipowners who gave evidence before us urged very strougly that
‘the Conference and deferred rebate systems did not confer upon them
a real monopoly, but only, as it were, a quasi-
-considerable limitations. ~ They say that ship
‘the Conference if they are willing to forfeit
further they urge that though the amount
much as 10 per cent.

pers are free to ship outside
their acerned rebates, and
of the rebate might be as
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 substantial sum, which 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 strongly, 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
rebate system to confer certain alv
shippers readily admit these advan
they cannot be attained except thro

enabled by means of the
antages on their customers. The
tages, but they do not agree that
t ugh the rebate system. The most
important of them are regularity, frequency, and efficiency of service,
together with stability of freights, equality of treatment and abstention
from shipment on owner's account,

subject of any explicit guarantee on t
-customary and implicit in the system.,

4. The Need for Regular, Frequent and Efficient Services.— 1t is
generally admitted that the Conference Lines do supply regular,
frec%uent and efficient services. As one witness put it to ug, “shippers
preferred small quantities of freight space at regular intervals.” With
certain particular exceptions, such as in the outward trades from
Manchester (cf. App. II. Page 40) and in the East African trade
(cf. App. 11. Page 84), there was no evidence of any shortage of
‘tonnage or lack of facilities which should be rovided by the Conferences.
It is also true that these features ave equally present’in certain trades
where, although there are Conferences, no “rebate system is in force
(as to which see §38 below).

25. Stability of "Freights.—The importance of
i8 obvious.

It enables merchants 4o make for

he part of shipowners; they are

stability of freights
ward contracts with

monopoly subject to very ‘

These advantages are not the.
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rtai uces the speculative element which traders dislike.
"('i?lllga :};ti;‘;p:lr‘lsd wf}?ci) gave evid[c)anee were nearly all in a.greentxﬁnt tha:t
stable freights were a necessity for modern trade. The s 1powr.1.elds
“point to the very great increase in’ tramp rates during the war tpe:;gn
relatively to the corresponding increase in liner rates as a deme?lnshraé ;he
-of the stabilising influence of Conferences Though it appeared ¢ at'ﬁ ¢
present system might tend to delay falls in freight which were jus ld i
by changed conditions, the shippers were generally fully prepared to
acquiesce in this possibility for the sake of stability.

p uality of Treatment.--The shippers whe appeared before us
werj iga,Ei’z Lmbst‘:yly ('é opinion that it was extremely satisfactory to them
in their business to know that the freight .mte is the same for all
shippers. In the case of general mercha,nd'lse, 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 }ione
the rate was also reduced for the small shipper irrespective of quantity.

27. There are cerfain exceptions to this rule as, for instance, in
the case of  large consignments of rails and similar commodities
which are peculiarly litted 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 small consignment of

the same nature, and shippers, generally, do not take exception to
those restricted departures from the rule.

28. No Carriage of Cargo on Ship’s. Account.
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 competition 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 up then, regularity of service,
and equality of treatment, together "with abstenti
shipowners’ account, are the solid advantages w
the shipowners can only be secured by thq existence of Conf?tences and
‘the rebate system or some equally effective tie. On the other hand,
the shippers are not unanimous in agreeing that Confercnces and their ties
-are a necessity without which the advantages could not continue. That
stable and regular conditions are essential to the cogdt}ct of n.xodem
commerce is, however, clearly the view of Qhe large majority of shippers,
-and with this view we find ourselves in entire agreement.

THE MAIN QUESTIONS AT ISSUE.

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

sstion whether a particular freight is or is not unduly
}ligflin'a})lliig;,sas it does,‘thel consiler tion of very mauy highly

—It appears that in

stability of freights
on from shipment on
hich it is' claimed by
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variable factors, is very 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 whether the results obtained would be of any
general application or importance, 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 rouud.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 Systems.

. 32. It appears now to be a universal condition of the largenlindustries
in all progressive countries that there should be a high degree of organi-
sation among the chief companies, firms, or other units, and this con-
dition is especially marked in industries which have to 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. Tt 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 market. 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, that the Conference system must 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,
they claim that the shippers in a particular trade should he, in some
manner, tied tothem, The argument is that under the deferred rebate
system the ship owners feel themselves under an obligation, to provide
sailings at regular intervals, the vessels sailing full or not full, to ‘keep
freights stable and to treat large and small shippers alike. The fact that
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  Inrge shippers
‘%o charter to:the deteirnent of smaller shippers, while retaining the right
to use the liner service when it snited them. These outside ships .would
quickly disappear when the:seasonal or periodic depression.set in, leaving
the regular lines to bear the brunt of this' depression..- The attituie of
the Conferences 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 offering.
‘Without this assurance, they could not«afford to send their ships: only
‘partially filled. - Advertised sailing dates would go by the board apd
the long run regularity of service would be seriously impaired.

. 85, Further, it is claimed that not only the regularity of the service,
but also ifs efficiency would be impaired. Without the comparative
security of tenure which the tie over their ¢ustomers 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 transport 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 this -class of . cargo
would be of great moment to the regular lines and obviously involve con-
siderable changbs in the freights gharged on the - remaining -goods or in
thie whole policy of the lines. - :

36. In this connection we thought it desirable to ascertain the views of
the tramp owners themselves in regard t6 the deferred rebateé system.
The evidence given by their representative was to the gffect that although
tramp owners did not pretend to like the rebate system, which™ was
admittedly aimed at excluding thém, 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. - -

7. It is also clear that if a trade becomes open to competition
by outside ships, the cutting of rates becomes a normal operafion
and -all stability is destroyed. This would render it difficult “for
shippers to make forward contracts with any degree of certainty

" and would introduce tbat speculative element which is defri-

mental to modern commerce and which shippers desire’ to ‘avoid.
Further, individual lines anxipus to secure their own positions das far as
possible, would gradually be driven to make perferential contracts with
customers controlling large amounts of cargo, and such contracts would
naturally give a larg"g merchant cousiderable advantage over his smaller
competitors. - o ¥

38. On the other band, it is true that regular sailings are to be
found in certain trades where nothing in the nature of a tie exists.
Instances of such trades are given inthe summary of evidence (Appendix
I, page 47). On examination it will we think, be found that the
exceptioual position is in these cases attributable to the peculiar circuul-
stances of the trade, 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
gplmc!n that some tie was necessary. Some, however, said they would
de quite content to ship' with an open freight market. There is no

oubt 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 uestion of the necessi

& “ tie,” and it appears to us that there is a (Ellea.r mutual obligaéis;ty fl(l);
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
s?‘ppor:_ from shippers such as will constitute an effective method of
Sui:iillz ;li%plsl.ltermlttent and - irresponsible competition for berth cargo by

(¢) Question of the Entry of o New Line into a Trarl?.

_ 41. The case of a new line definitely organising itself to enter a
given trade and provide a regular service is different.. It is to such a
line, rather than by chance shipments in vessels of the tramp class, that
the gh_zppers 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
s}llppers want it; and that if such a line offers on the whole better facili-
ties than the established lines and is prepared, as is geverally dove, to
reimburse the shippers for their loss m 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 lires
admitted to the Conference after a more ot 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 (5) what recommendations can be made
with a view to minimising any disadvantages that may attach to that
system or to any such alternative.

_ Commission did not approve this.syste

‘contracts exist ih but few trades now,

"owners’ hands;
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Tre "CoNcLUSIONS AXD Rx:cémumﬁpur@us of THE Royan CoMMISSION
. ox Smrreiva RiNes. . :
43. Before enter{ﬁg 'uponva; discussion of these . matters, it will be
convenient to refer to the conclusions, ofdthe Royzl g(ggxam;si?;e%i
Shippi i hei mendations. A 8§ sta
Skipping Rings and later to their recom Thecs wore not

A i i ions i ded (Appendix III).
of their main conclusions is appended (App ) Minority Report,

ajority Report, a !
ir David Barbour, In the main,
ty for the maintenance ofy-the
F tie coincide with those of the
that the only alternative tie to

unanimous and werg, contained in 2. M
and an important reservation made by &
our present conclusions as to the necessi
Conference system and for some form o
Royal Commission. They further found that y ‘ ot
the deferred rebate system was the system of preferential conlracts whic
had been in operation before the introduction of the rebate system. The
ot 1 at all, and most of the shippers
d to any reversion to_it. Svch
having been replaced by rebate
t on almost all routes on which

who gave evidence before us were oppose

systems with v.rying periods of defermen
general merchandise is carried. :
TrE AGREEMENT SYSTEM. . o
‘44. Since the issue. of the Royal Commission’s Beport, ~hqwever,,a
new method of tying the shippers has recently come into operation. We
vefer to the South Africau Agreement. When the South African legisla-
tion which we have mentioned above forced the liner companies
trading to South Africa. to relinquish the rebate system, an agreement

. was drawn up after negotiations between the South African Trade Asso-

ciation and the South Zfrican Shipping Conference. A copy of the agree-
ment is attached as Appendix IV. The individual shippers who sign it
agree to give their entire support to the regular lines in the Conference.
In return, the lines undertake to maintain regular berth sailings at

advertised dutes, the ships to sail full or not full, and to provide
sufficient tonnage for the .ordinary requirements of the trade; and,
further, to maintain stability of freights, which are definitely prescribed

in the agreement, and equality to rates tolarge and small shippers alike,
Arrangements are made for consultation between the Association and the
Conference regarding any revision of freight rates and pther matters,
and also to meet any disiurbances caused to the stability of rates through
the cutting of rates by outside lines. The agreement is for one year

and is terminable by either party at any time thereafter at six months’
notice. '

45. Tt willbe seen that this agreement equally with the deferred
rebate system fulfils a two-fold function. On the one hand, it ensures
to the Conference the entire support of shippers over the period of the
contract and on the other it explicitly ensures to the shippers the advant-
ages to which they.are entitled by implication under the rebate system.
The shippers pay. net freights and their adherence does not depend

" upon the accumulation of what they consider their capital in the ship-

the continusus 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 becguse it lacl{éd its aug:)(ina.tic
charac@er. 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 thé 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 represente(i
by their Association. They said that the agreement; system had not

Agge{:ee;:?gi?ed sufficiently long fox.- any definite opinions as to its value

47. On the other hand, we gathered from the shi ‘
present the agreement in the South African outward t1h ngl;::‘s vtl(::lii:o't
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 ‘agreément or general
contract system as an alternative to the deferred rebate system, we
explored the idea of an option being given to shippers to choose between
the two systems, and, as the attitude of the shipowners led us to believe
that they were genuinely anxious to fall in with the wishes' of bheir
customers, the shippers, in any practical scheme, we brought this ques-
tion of extending an option to shippers as between the ‘agreement and
deferred rebate systems specifically to the notice of the Chamber of

. Shipping of the United Kingdom ‘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

sbippers 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 consideration we have accordingly come to the
conclusion that in the adoption of such am agreement, system as an
alternative, a solution—or at least an avenue to a solution—of this
vexed question of deferred rebates may be 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 skould be
gwen to shuppers as a running option. Individual shippers should have
the choice ia) 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 (5 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
50 W.lthOllt In 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. 1f 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, 7.c., 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 it, though if
anything - ocours. to: disturb the stability and equality of rates and
effective measures to protect the signatory shippers cannot be agreed
upon, the shipper or the shipowner may withdraw from, the agreement
at short notice. Though this absence of penalties may correspond with
the special circumstances of that trade, we consider that it wonld
generally be necessary in other trades that the agreement should define
penalties, whether by way of liquidated damages or other method, :which
would attach to breaches of the agreement by either party to it.

52. As regards the machinery whereby this option counld be
effectively given to the shippers, we have already stated that in our view
the agreement must be with the individual shipper, but at the same
time it is clear that the terms of the agreement must be settled between
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. -

" TRADERS’ ASSOCIATIONS.

53. In this connection It is necessary to- revert to the recommenda-
tions of the 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 Reports
were, in brief, to the effect that shipping conferences and the deferred
rebate system give the shipping companies powers which on occasion
may exceed those necessary to enable them to maintain an organised -
service, and that the measures desirable to secure that those powers are
not abused would be the formation of representative shippers’ associa-
tions, the provision of facilities for enquiry, concilistion and arbitration,
and a greater degree of publicity. The central feature of their recom-
mendations was undoubtedly the formation of associations representative
of merchants and shippers. - They'said “that most, if not all, of the
seérious abuses to which the [Conference] system is liable can be reme=
@ied by such counter-combinations on the part of merchants and shippers
and that it is generally undesirable that the State should interfere to
remedy or prevent grievances which by a reasonable effort can be
prevented or remedied by the persons concerned.”’ The experience we
have had as a Committee duriug the past two years in dealing with
questions arising between shippers and shipowners amply contirms’this
gtatement, which we therefore strongly endorse. :

54. Nevertheless, we find that this salutary recommendation has
been adopted only to a very limited extent, and consequently _it has
been impossible to put into practice the ancillary recommendations in
favour of conciliation and arbitration. ‘The existence of the Australasian
Tradets’ Association and the South African Merchant Committee, now
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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, ayd, at any rate in part, as a result of a recommendation
from our Chairman, the Kast African Section of the London Chamber
of Commerce has set up a Shipping Committee which has entered into
dlscussxpn 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 [cf. § 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
assoctation 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
in 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 ¢rade route the shippers should take steps to form represeitatire
Associations whose function should be to meet the Conferences, their
already constituted counterparts among the shipowneys, with a view (a)
geuerally to the diseussion and amicable settlement, of any outstanding
differences and of questions of mutual concern as they may arise and (f)
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.

- 08. We consider it very important that the Associati i
above should be_formed, ngrt inl;r in the. M otiei é?)zsgg;@%ii alix;n?;orzﬁi
Dominions, India and the Colonies. We think that shi’pownefs should
have direct 1'e1a.tion_s with such Overseas Associations so as to facilitate
mutual understanding and the discussion and settlement of differences.
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Associations in Great, Britaio 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 Minor COMPLAINTS AGAINST THE DEFERRED REBATE SYSTEM A4S
’ ' AT PRESENT IN OPERATION. .

59. So far we have been dealing’ with the general prfncipl‘es which
underlie ‘the deferred rtebate system. We have, however, received
certain minor complaints against the system ss adtually working,
most of which had previously- been brought before the Royal Com-
mission. Several witnesses, for instance, complained of the additional
iabpur which tHe system thtows upon the shipper who may have to
dea] 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 vebates 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 having to claim
them. Full 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
aegotiations between associations of shippers und 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 shouyld be
achjeved 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 recommendation of the
Royal Commission in favour of greater publicity in respect of the docu-
anents concerned, . : :

Tae AUSTRALIAN GOVERNMENT  LINE. -

61. With rega.x"d' to the more specific coniplaint of the Australian
Government, it is evident to us thay the existence of the deferred rebate
system in the outward trade to Australia, coupled with the Australian

prohibition of such system, operates to prevent the condact and the -

development of the trade by the two groups on amicable lipes. 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
governed by the same conditions as apply to the Conference Lines. - On
the other hand, we understand, it is impossible for the Government

.
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Line to adopt these conditions, baving regard to Australian legislation
and opinion on the subject of rebates. If, however, the .rebate and
agreement systeins were instituted side by side'in the trade a8 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 reasén 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 negard it as very desirable that an effort: should be made to -

find a solution on the lines indicated, and we would therefore 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 aud the Conference l.ines can be satisfactorily harmo=
niged ; but, should our anticipation prove unfounded, the qiestion could
without difficulty be referred back to this Committee by either party for
further consideration and report. - 1 i, . L. . b

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 conférences
between the respective 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 rebate system, the
agreement system ‘or the'option to be given between. them. ' To meet the
exceptional cases of disagreement it will, we think; suffies, as recom-
mended by both the Majority and Minority Reports of the Royal Com-
mission, to provide for an ap; eal to an independent -body whose powers

would extend to coneiliation on the application - of one of the parties and.

to arbitration on the application of both parties. S
84. Those Reportsrecomimended that such powers of conciliation
and arbitration should reside in' the ‘Board of Trade. We venture to
suggest, howéver, that in view of the Imperial sdope of the problem; it
will be more appropriate if these powbrs were vested in the Tmperial
Shipping Bo'ai'g which this Committee has already recommended should
beset up * Among the contemplatéd purposes of ‘such -a “Board ' were
enquiries into complaints regarding Inter-Imperial ocean freights and
conditions and, speatfically, the exercise of conciliation between the in-
terests concerned, Such a body in perwanent, session and with increasing’
experience of shippidg conditions throughout the Empire would: ‘be well
fitted to investifate 'disputésand, in the' cotrse of a continitous and
careful survey to determine whether any further measures than those
indicated in ‘g’iﬁs 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.
thése iimeﬁg'qs of ‘conciliation a.nd[iarbit‘fation in so far as they would

- * Cf. Cmd. 1488, * Report of the Imperial Shipping Committes on the Fuuctions

and Uonstitution of 2 Permanent Imperial Body for Shipping Questions.

E. J. Errior (Seeretary).

R. D. FexNreLLY (dssistant ‘Sccretary)
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fall within our exdsting terms of - reference or any extension of them:
that might be deemed desirable.

66. 1t is with great regret thaf we 'bave ta record the loss of our

istinguished colleague, Sir William 8. Meyer, G.CIE., K.CSI,
dﬂlxiﬁg:;glgzgleiissionég for India, who died very suddenly on ()‘eﬁobez: 18,
1922, Sir William Meyer assisted in the deliberations of the Committee
upon this Report until it was in an advanced stage and we think that.
there is no doubt that he would have been in complete agreement with.
the Report as finally settled. N : : Coneta

. sire to place on record our indebtedness to our Secretary

and?ssizg;ng%:cretalgr, Mr. E. J Elliot and Mr. R. D Fennelly, whose
services in connection with the preparation of this Report have been
very valuable. '

R C ’

H.J .'MAcx-INDE_R { Chadrman).

;.. G. GrivpLE,
“2IN

\

f

; .A;%ﬂf‘” /, 'Kexwer 8. ANpERSON.

H. Lrewrrrys Suimn,

£y
§

v::; y ‘--;:‘;:
Tzl 7Y W, L. Hicnpxs,

T. Hanpison Huengs.

Keyners Lig,
JanEs W, MugRay.

. -

9 December, 1922. o

Note.~Owing to his absence from this countr_};, Sir Edgar Bowring

bas been unable to sign the Report. :

-
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APPENDIX 1.

- CopY oF CoRRESPONDENCE with the Government of the Commonwealth of Australia

::g?g(}li‘?agdgle Opera.tifm of the Deferred Rebate System in t}.xe Australian Out-

COMMONWEALTH OF AUSTRALIA.
Commonwealth Offices,
Australia House,
Strand,
London, W. C. 2,

Sz, 15th November, '1 920.
Adverting to my letter of even date, I am directed by the High Commissioner
’:0 state that he has heen requested by the Commonwealth Government to bring under
y e notice of your Committee a cablegram which was addressed to the Imperial
uthorities by His Excellency the Governor-General on 9th July, 1919 (copy attached),
regarding the Rebate System applied by Shipowners to the Australian trads.
.., 1 amto point out, further, that in many cases- Merchants to-day fear to utilise
the steamers belonging to this Government owing to alleged threats of viétimisation
by the C_onference Lines if they do so, and that the Commonwealth 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, . .
Iamto request you to be good enough to state the approximate date at which
your Committee” will be prepared to deal with this question as ‘early as possible, as it
1s desired to make forward arrangements of such  nature as to enable the evidence
to be presented in the most concise and up-to-date form possible,

I have the honour to be, |
Bir,
-Your obedient Servant,

{Signed) GEo. J, Hoasex,
Acting Official Secretary. :
The Secretary,
Imperial Shipping Committee,
- Board of Trade Offices,
Great George Street,
S, W, 1,

{Enclosuge.)

TeLEGRAM from the dovemor-GeneraI' of the Commonwealth of - Australia to the
Secretary of State for the Colonies.

(Received, Colonial Office, 9th J uly, 1919.)

Following from Acting Prime Minister :-— Begins : With reference o shipments
by vessels of Government of Commonwealth of Australia line desire invite attention
to deferred rebate system of shipying conference which provides for full freight to
be paid in first instance and at end of 12 months provided shipper declaves 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’ rebateif he wishes and shipowner further has al-
ways in hand 6 months’ rebate. In case of “ Bulla’’ Government of Victoria booked

R7

consignment of explosives but in March withdrew booking which it was stated would ‘
involve forfeiture of £700 in accrued rebates from shipping conference on previous
shipments this notwithstanding Government of Victoria had been -unable dpuring-
previous 7 months obthin space owing unduitability of cargo for passenger ships or
transports. Law suthorities suggest for consideration of Tmperial authoritiea that
with a view to protecting Commonwealth funds legislation be introduced by Im-
perial Governments similar to Australisn Industries Preservation Act 1908/10
which provides inter alia that any person who-in relation to trade or commerce with
other countries or among States either as principal or agent in respect of dea]mg;
any goods or services gives offers or promises to any other person any rebate refun
etc. Tor reason or upon condition that latter person deals exclusively with any person
shall be guilty of an offence (pénalty £500) and every contract entered into of kind
referred to shall be illegal and void. If such legislation impracticable suggedt
advantage might be taken include in functions proposed Imperial Investigation
Bosrd duty. of enquiring into complaints from persons or bodies interested with
regard to ocean freights facilities and conditions of inter-imperial trade or into any
E‘xestion similar nature referred to them by any of the nominating authorities.—
'nds. .

Muxro Frrausox,

{Bxtract.)
COMMONWEALTH OF AUSTRALIA.
Commonwealth Offices,
Australia House,
Strand,
London, W. C, 2.
. ' 31st December, 1920.

Srr, .

Adverting to your communication LS.0. 55 of the 14th idem, I am directed by
the High Commissioner to forward herewith copy of a communication received from
the !'rime Minister's Department in Australia under date 12th Qctober, together with-

" copy of the statemant referred to therein.

] L] ¥* L] *

1 have the honour to be,
Sir,
Your obedien_t Servant,

{Signed) J. R. CorLins,
Acting Official Scovetary.
E. J. Elliot, Esq.,
Secretary,
Imperial Shipping Committee, -
Board of Trade Offices,
Great George Stree*, 8. W. 1.

. COMMOXNWEALTH OF AUSTRALIA. rt
' Prime Minister's Department,
Melbourne,
12th October, 1920,
MEMORANDUM FOR

I he Acting Official Secretary
in Great Britain.

With reference to your memoraudum of 5th August, No. 486-4—48, on the
subject of the Imperial Shipping Comamittee, T forward herewith for transmission to
the Secretary of the Committee, a statement prepared on information supplied by the
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suthorities of the Commonwealth fovernment Liné- of Steamers, drawi ttenti
to-certain adverse diecriminatory methods practised by the sCo;?;;nge iin:sh%?
Steamgrs, ‘Ems‘t shippers to Australia by the Commonwsalth boats, with a view to
the matter-forming the subject of enquiry by the Committes, '

et “ .

(Signed) M. L. Smerazen,
: “Beoretary.

Smpna—

(Enclosure.)

STATEMENT REGARDING NON-GRANTING OF DEFERRED REBATES

: .BY CONFERENCE LINES TO SHIPPERS BY COMMONWEALTH
BOATS,

In July, 1919, the attention of the Secretary of * State -for the Colonies 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 cargo withdrawn
by the Vietorian Government because that Government feared loss of their rebates.
Attention was further drawn to the Australian Law upon this subject, and a
suggestion was made that advantage might.be tsken of ‘the Imperial Investigation

B()ﬁd—now the Imperial Shipping Committee~to enquire into complaints on the
matter. -

Official advice has been received by‘thel Manager of the Commonwealth Government
Line of Steamers in Melbourne that ‘the Conference Lines still continue their
‘system of rebi«tes, and in order to protect shippers who might lose accrued amounts

through shipping by the Commonwealth Government line, the latter has been

compelled to announce, that in the event of such rebates being confiscated, they will
be made gaod from the funds of the fine. A Iready one instance at least has
occurred where such a payment has had“to be made.

It is suggested that this questionof the rebate system should be enquired into
by the Imperial Shipping Committee, and evidence called respecting it.

It is further suggested the investigations of the Committee should be directed
towards the fact that some Australian firms have intimated they have been
informed by their London representatives of threats having been made to the effect
that if their shipments go forward by Commonwealth Government Line vessels,
the Conference Lines will find no space for them in their vessels. These firms have
declined on this account to give any definite instructions that the vessels of thé
Commonwealth Government ! ine are to be used for their goods. In addition to
cases where definite statements are made, there has been brought under notice by at
least ei,gélt firms the fact that they fear the Conference Lines will take reprisals

against them and on this aceount are umable to direct shipments by the Common-
wealth Government Line. ’ : :

Opportunity might be taken of emphasising the fact that the Commo;xwealth

Government Line has prevented increases in freights both to and from Australia,

and has been instrumental in securing more reasonable terms on Bills of Lading for

shippers than would otherwise have been the case, and that in view of the facts set
out abéve, a full investigation should be made by the Imperial Shipping Committee
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 importers and shippers against -the
attitude of the Conference Lines.

A
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APPENDIX II..

SUMMARY OF EVIDENCE GIVEN BEFORE THE.IMPERIAL SHIPPING
‘ COMMITTEE oleg THE SUBJECT OF DEFERRED REBATES. ‘
The following is & summary of the evidence given befoye 'the Imperial Shipping

‘Committee by the #itnesses an behalf of shippers and shipowners in ‘the matter of
the deferred rebate system. :

The evidence of the shippers is g{w}en first. Tt has been summarised under the
following four heads :— ‘

* {A) Evidence as to matters of fact which shippers - adduced . regarding freights
and profits to show that shipowners, by means of powers obtained

through the conference and rebate systems, were enabled to press: them
unduly. . - . .

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

(C' Evidence as to certain minor complaints arising out of the actual operation
of the system.

(D) Evidence as to suggested remedics.
The evidence of the shipowner is summarised on similar lines, and the paragraphs
“bearing on a particular point are numbered identically in both sets of evidende.
EvIDENCE 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.

{@} Examples were given of competitive rates from the Continent to Australia

-operating in January 1921, of which the following may serve as types :— -
From Antwerp : Glass gt 78 per ton, as compared with 100s. from the
United Kingdon.

From Antwerp: Coffee and chocolate, 94s. Gd.; as compared with !25¢. from
the United Kingdom. ‘

From Gothenburg: FPaper, 41s. per ton measurement, as compared with 80s.
from the United ®ngdom. Co .

These, it was stated, Were properly equivalent rates, and the difference in favour
~of the Continent was ascribed to the existence of the rebate system here in Great

Britain and to its non-existence in respect of the trade from the foreign poits in
-question. :

() It was pointed out that the rate to Hamburg from Caloutts had been from 25s.
(December 1920) to i6s {March, 1921) lower than that to London, which was attribut-
-ed to the fact that there was no Conterence in the Hamburg trade, and not to any
-cheaper facilities at the Germ n port. Prior to the war the German rate had been the
higher by 2s. 64. when the general level was about 20s. _

(¢ Very low quotations had been obtained by one witness in December, 1921, for
.shipments fram Antwerp for Pernambuco, viz., 40 franos, as compared with 90s. plus
10 per cent. from United Kingdom; the high level of the British rate in face of this
-competition was attributed in great measure to the deferred rebate system.

(@) comparisdn with rates charged in competitive foreign trades.

It.was further claimed, in one or two_cases, that the high freights charged by
-Conference Lines led to diversion of trade; in particular, that shippers of Indian
linseed had been handicapped by the high freights from Calcutta in their competition
-with the Argentine trade, where there were no rebates. Figures were given to show
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that if the Caleutta freight rates had been onm the same basis as the Bumbay.rates
[as to which see sub-paragraph 3 .8} below] the difference in the London price, though
still slightly in favour of Argentina, would not have stopped business from Caleatta.

(3) Compar'son with rates charged by Conference Lines in other trades
" where the Delerred Rebate System does nof. obtain.
Thg wsin comparisons made were in respect of :—~
(a) dustralian Coastal Trade.

The following fignres were given to show the relation of the rise in the geveral
Ibvel £ freights in the Australian trade to that in the Australian coastal trade :—

Homeward Wheat Freights, o

Pre-war . . . . . 25s. {presumably by liner)
September, 1920 . . . £

October, 1920 . . . . £7

February, 1921 : . . . £5

. ‘ Coastal. ,

1900 . . . . . . 5s.
19184 L L L L | 116 84 to 18s.

921 .- . . . ., dps

{1t was not stated to what. commodity these coastal freights applied nor
botweon what ports, but the distance was referred to as BUO miles.)

v Caleutta- United Kingdom trade as compared with Bombay- United
Kingdom trade. -

Rough Cargo.~The following figures were furnished by Sir Stephen Deme-
iziadi comparing the rates from Bombay where no rebate system existed and from
Caleutta where it bad been introduced in May, 1918 :— .
o Bombay. Calcutta.
1st December, 1920 . . .

. . 56s. 3d.% 115s.
15th December, 1920 . . . . ) 435, 9d.* 115s.
Sxd Jannary, 1921 . . . . 31s. 3d.e 3bs,
15th Janwary, 1921 . . . . , 3ls. 84. 70s.
st February, 1921 . . . . . 3ls8d - 70s.
15th February, 1931 . . . . . 3ls 34, b5s,
1st Mareh, 1921 Co .. 81 3d. 66s.

The voyage from Bombay took four weeks as against five wesks from Caleutta,
and therefore it was urged that the Caleutta rate should only exceed the Bomba
rate which was regarded as being goverped by the world freight market by a
quarter, quite apart from terminals. In November, 1921, the rate from Caleutia,

was 50s. as compared with 81s. 8¢ from Bombay. Pre-war the rates were z0s.
and 15z, respectively.

Tea.~The same witness explained that at the time he was giving evidence the
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 negotiatians 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 also kept at an unduly high level,

He admitted that duying the wmonths from February, 1921, onwards, the ship-
owners wade five reductions in the contract rate though only after pressure by
the Association and ex gratia. .

* The actual quoted freights are 453., 35s., Abe., but thege relate to the ton of 16 cwts. or "
40 o. ft. and they have therefore beeu increased by 25 per cent to eqmate them with the
Culeutie treights on the basis of 20 awts. or 50 cubic fect to the ten.
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() Ceylon-United Ringdom:.trade .as compired: with al—gutt.q;‘ ,
Kg:' ngdom trade. ) . . m o
A table of the comparative ﬁ-e‘x“ghf‘fs‘ten‘“mtwﬁf{uﬂa;qfhﬂh han d dca*mtm (a) prior
along series of years was put in by Sir Stanley Bois whic 08 lowt od that () Mot
to 1‘2:64. the Ceylon rate had been congiderably below thde . eul o1 te, kg
the rebate system having been introduced iuto the trade in o
rate became equal to the Csleutta rate in 1904 and above it in theOCe fil april
¢) that from April, 1903, to 1915, with a_ slight exception, e yon rate
;vas again below the Calcutta mtet,t(cl ) ;:ab dgr;?)g :ﬁ:t Zs;lrc :l;eﬁ N ;ya 102 hlea Coyon
3 idly than the Calcutta rate, an 3

’?Pwmﬁli Xg‘egflieneg}ly above the Calcntta rate and only in Nove:pberit}gié
zd% it @0 be)m:: it {Ceylon 60s., Caleufta 6ls, 3d4.). In_thxsﬁcor&n:ﬁ {ﬁn it hiad
tl b y embered that Caleutta shippers had a contract which fixe t ol hria s OB
t(l)\ ebre;ﬁ of the rates on rough cargo and which pee;ven'cedh td X cpntract
fr:m ;sakine: suy increage in the Calcutta I:;xtet' !tlh:li'::: go‘;:b(%a c: 131: . oC oy

at all, but the position of the witness was:that, 1 e o0
er market, they ought to_bave .ap. advantage,. -

mlg:llcﬁt::, E)erea)tl:.r:; rate that j:h%y should not be placed at a disadvantage,

itness seked if he could offer any explanation as to why the (‘Jolombo

' ratTel:‘:a?r?:)‘ve‘: gbziz:v&:he Caleutta rate. He said that the Conferences ; ﬁtx ﬁt\h:

rates practically arbitrarily ”; he could offer no explunation beyond the %c & A

his Association had continually been in cc_)mmu_mcatlon with the Colombo Con-
ference and had been met by reductions in freights.

ison of estimates of the cost of working vessels on the
® con;?za:tralian run and of the profits that should thereby be earned.

' i the working costs and the probis of steamers in the Ansrizlian trade were

fml‘::;xngg tel:v‘)EM)'. R.J. Tgurner based onP 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 expenses for the homeward trip with fuilicargoes made up of meaf, concentrates
and wool, would be £36,000 and £38,00 respectively. The net profits on the round
voyages would be £19,600 and £16,500 respectively, Similarly assuming an an%w:rd
voyage with a full cargo in the case of the cargo lingr, the expenses would be £3i 450
and the oubward treight £48,250, leaving a profit of £16,800. From these and similar
caleutations the witness deduced that whereas for a cargo liner 81s, f)er ton as an average
outward freight would faitly cover the cost, the frelght. actually charged Was an
average of %2s. Ud. per fon {the actual freight charges vaA'yn')g from 60s. to 12;;.), and
that the es*imated percentage per anvum of gl'oﬁton outward carge only, based on &
pre-war value of £170.000 for the vessel would be 42 per cent., or based on & war
valae of three timés as much, S per cent. The corresponding percentages for vo agea
outward and homeward with cargo both ways and out in ballast and \.mthh a}gﬁ
homewgrds were also given. These estimates were arrived at on the assumption that o
cargoes are obtained except, of course, for ballast voyages, and it was not thoug

" necessary in them to make any allowance for poss_ible laying up.

Ll

(8) Thie actual profis and financial position of the shipping companies
concerned in the Australasian trade. .
B - » ey t

Mr. R. J. Turner also supplied statements in regard to th? Qnan%&i}igslt‘sﬁlgﬁ;

Peninsalar and Oriental Steam Navigativn Company and certain. t% a view to showing

compapies and certainiother companies in-the Anstralasian trade W‘M to increase their

that the Peninsular and Oriental ©ampany specislly have been anxe snformstion he
reserves and fleets inordinately at the expense of the shippers. 3
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-put forward in regard to the Peninsular and Oriental Company and its fleet may be
‘summarised shortly as follows :— 7

, Paidup , ‘Betimated value
Yemj' Capital. Debentures, of the tieet.
. £ £ £
900 . . v . 2,320,000 800,000 6,356,750
1907 . . . 2,320,000 1,800,000 10,422,275
192 . . . . 6,431,120 1,495,880 25,243,170

The last figure for the value of the fleet refers only to the vessels owned directly
"by the Peninsular and Oriental Company, although it appears that the figure for
-capital includes many large issues of stock which were made on the acquisition of the
‘British India Company’s fleet and other important mercantile fleets. The value taken

is the estimated cost at the round figures of £25-per ton foy pre-war buildings, £40

“per ton for buildings in 1914-16, and £76 per ton for subseguent buildings. The
‘witness also gave the dividends paid by the Company; he dig not appear to contend
that these bad been in themselves excessive or that the policy of writing down ton-
nage and putting profits to reserve was a bad one, but he maintained that this policy
“had been overdone.

It was admitted that the business of the Peninsular and Oriental Company was
very largely with Asvatic countries and that their participation in the Australian trade
'cou{d 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 and
-other trades, and his'general conclusion was that the profits of the Company had been
very considerably swollen Dy means of the rebate system, or in other words by the
monopoly they enjoyed. Similar information was put in as to the financial position
+of shipping companies engaged exclusivelyin the Australian and ? or New Zealand
trades, and reference may be made to that in respect of two of them, one owned
largely by the Peninsular and Oriental Company and on2 independent of them, except
a8 gbemg a member of the same Conference. ~

The comparative ﬁﬁures for the first Company, the Oriental Steam Navigation
“Company, were stated to be as follows :—

, \ £
1917, Capital . . . . . . . . 319,340
Bonus Jssmes. . . . - . . 99,770
Debentaves . . . . . . . . 503,900
Value of Fleet and Investments . . . . 2,210,837
1920, Capital (issued for cash) . , . . . 666,050
Bonus 1ssues . » ’ . . . . . £20,210%
Debentares . . " N . . . 382,250
/ Value of Fleet and Compensation for Lost Steamers and
Investments at Cost . . . . . . 2,482,464

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 5O per cent. bonus,
'1916-16-20 (E;r cent. bonus, and from 1916 to 1919 15 per cent. free of tax. The
later dividends have been 16 per cent. free of tax for 1920 and 12} per cent free of
‘tax for Y921, 4., for the year ended 30th June in each case. :

® It is unierstoo that this fignre shoald bu £520,210.
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The second company, the Commonwealth and Dominion Line, is stated to have
eon incorporated in %1‘2 with & capital of £1,091, 544, all issued for ‘coqslde};hgg
other than cash, and its fieet ab the outset bo have consisted of 25 stesmers of 10 ,300
tons gross valued by the witness st #11 154 per ton dwt. or néatly £2210 O oh
In 1820 though the capital had been incréa.s"ed‘,by £6,008 ohly the fleet ha irown‘
to one of 20 steamers of 224,066 tons gross valued at £4,730,229, tll:edpol: iy
tonnage being put at £30 per ton gross, but this figure was only _1'@»:,7(1(3’be ybm;;
<luding about 60,000 tons building, exclusive of which the value wou amon
,200,000. ' ’

The witness was only examined on the details of ‘the information supplied in

respect of the P. and O. Company. . pi that b vl
other hand Mr. E.-B, Tredwen was not of o nion that the average leve
of f(r)eli]vfxlt:: w::ltoo high. He thought that if they were, it would be reflected in
the compamies’ eargings. While admitting that he know. nothing of the Calcatta
trade he thought that the complaint of some merchants re ardin high freights in
that trade might be well founded because it suited them to obtain the lowest rates, and
they were not affected by fluctuations ; theie 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.

As regards the general ‘question, shippers object to the limitations to their
freedom of action which the system imposes. The Crown Agents were anxious 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 rebate system hampered
them in bargaining with the shipowners for the lowest rates of freight. Similarly
the "West %:dia 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 freight by
steamers which may be loaded in competition with the established lines, ”’ and a Special
Committee of the Kast African Section of the London Chamber of Commerce, who
regarded the rebate system as advantageous on the whole, postulated certain conditions
of which the first was that shippers should be permitted to take advantage of outside
tonnage if offered at a time when no Conference steamship is likely to be available.

Mr, Tredwen thought that the amount of the vebate was the measwe of the
extortion which the Confetence would exercise and if the shipowner was
ORpréssive, opposition would be started, as had been done before in the Australian
and New Zealand trades. While up to the point where it would be worth while to
to sacrifice the rebate and organise or use outside serviees, there was & possibility that
a Conference might tend to take what profit it could from the fact that it was a
monogg)ly, the witness said the Australian Conference had not done so and he did
not think they would do so. He agreed that refrigerated topnage in, e.g. the
Australian and New Zealand trades, did enjoy an effective monopoly because of the
great expense in fitting such vessels. - :

(2) The advantages derived trom the system.

With certain esceptions the shippers considered that the deferred rebate system
enabled the shipowners to press unduly on them, but they. admitted that under the
system they obtained important advantages as follows:—

{a) Stability of Freights. ’ ' : ‘

My, Tredwen was very emphatic on the ‘advantages of having stable
rates, He said -that .before the introduction of the . rebate system,
freights were subject to sudden fluctuations. Under the rebate system, however,
rates were stablo unless for progressive reductions or increases.  The fuctuation
of rates led to sudden changes in:the value of imported ‘stocks. = He admitted
that he was Jooking at the question from the merchants’ and not the consumers’
point of view. ' ’ .
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Mr. Boper 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 satisfactory to have to
speculate in forward freights. Although prior to the introduction of the rebate
system Jower freights had ruled, and notwithstanding that if the rebate system
were abolished, it would have' in bis opinion, the effect of bringing down the
average rate of freight very considerably, he preferred the certainty that the
rebate rystem introduced. .

Steady rates of freight were stated not to be of i v
A Jraten of Lreigh o of importance to the Crown

(b) Equal rates for all shippers.

M. Tredwen said that before the rebate system eame into the Australian trade

.:}l::rsea;?zo :ﬁe.acially. favourable freights for big s?lippers but now the rates were

As a specitic example of the value attached by merchant red ¥
system as a means of securing uniform rates ojfr freight fsox‘:‘0 aflll‘e5 gfe;;gg 1?::::
and small, it was cited that recently the West African Conference had been 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 oyf, a
large group who were chartering full cargoes at 10s. to 12s. 64, a ton cheaper than
}t};e liner Tfe?, but also ggttt}iln% t{xe oa‘dinary liner rate when they wanted it. (It

s since been announced thal g been 1 ish
D it o, Snnounes 1922']t e deferred rebate system has been re-established

Sir Stephen Demetriadi claimed that in the Indian tra \

was mtrpduceﬂ there were equal rates for 41l shippers, and a‘li:hol\)x‘fﬁl\earg;esh{gsti?
by offering large quantities, could obtain a lower rate, this rate became an ge n
rate to all, and the small sh’iﬁpev benefitted as well. The witrese admitted, how-
ever, that he could not say that there had not in the past been contracts mae-
for big quantities at a lower rate than the open rate. The Associations de
rep:esenteflt :l}ild ngt tclimsl'dereg1 tilet uestion of differential rates, and he would
not commit them to the view that jthey shoul i

rebate system be prohibited by Iaw‘. y should bo made illogal aleo, shonld. the

{¢) Reqularity of Service.
Ifis generally admitied that the Conference Li :

.and.eﬁicient services ; most witnesses were keenly al%?rz &ug{iynefgzg?g nt'f regular
services, and admitted that something must be paid for them. Ty v ;)r sk
Plaint in this connection which has been received by the Committee ies 10: t{ ease
of the Rast African trade, in regard to which Mr. Hooker represented - th et “the
vessels of the Conference Lines called at irregular and long intervals 3 the
delayed long in loading. In the case of the Australian trade the effici s fW the
service was generally admitted and even emphasised, one witness st tgucyt-!(: tﬂl\xe
‘would not as a regular shlgser care to rely on time-chartered boaﬁ»mg dath :
even if the rebate system did not exist shippers would not a8 o ;:t’xe:’:l ru?e

charter.  Mr, Turner complained, however, regarding this trade that when the .

Lonference put on a slgwer boat than usual they did not charge any legs freight

{d: No Carriage of Cargo on 8hip's dccount.

The evidence of Mr. Tredwen on this poiut :
before the introduction of the rehate systepr; l;t ::: cﬁﬁgzg&i&f ?aﬁl!n the 'day ¢
.occasions to buy goods on their own account to fi]] up their Thip, (huf ponens, 0%

with the merchants, whereas under the rebate system it ig I;a::l:;: ;’:23:1‘(;2(%36:}&%

shipowners will not make any shipments on their own account. Mr Tredwe
* N n

P
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knew of no instance of any such shipment under the vegime of the rebate system.
8ir Stephen Demetriadi, questioned as to the possibility of a reversion fo the
practice of shipment on owner’s account in the event of the aboliticn 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
accgunt in the Calcutta homeward trade before the rebate system existed in that
trade.

{8) 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 and

efficient services necessary for modern commerce. In the case of the australian
trade it was held by MT. furner and others that the liners had fair cargoes all
throngh, and that a regular service could be obtained without' the rebate system ;
on the other hand, Mr. Tredwen stated that in this trade vesrela were ravely full as
regards ontward cargo aund attributed the maintenance of the service fo the rebate
system. It appeared further that some reliance was placed by the other witnesses
in regard to the: Australian trade on GQovernment action fo secure that if the
rebate system did disappear the effect would not be the discontinuance of regular
BEIVICES, .

Mr. Soper thought that it was necessary in the interests of the gemeral 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
despatch was not essential for the great buls of goods,

Sir Stanley Bois, referming to the carriage of Ceylon tes, said that shippers pre-
ferred small quantities of freight space at frequent intervals and the regwarity of
liner services was mostimportant. Healso said that, as he ,“{\derstood it, 'the Con.
fevence felt a certain obligation to give them the space required for moving their
cargo, and instanced that cargo had on occasion been shut out in Caleutta to leave
room for Colombo produce. rior, however, 1o the introduction of the rebate system
services were quite regular, and though on balance he favoured the retention of
the rebate system he thought there would still be regularity in the particular case of
Colombo without the rebate system.

Sir Stephen Demetriadi held that the rebate system was not necessary in order to
maintain & regular, frequent and efficient service, Such a service had in fact been
supplied in the Caleutta homeward trade until 1919 and still obtained as regards
Bembay, without any such system. Ha laid stress on the fact that a vegular, frequent
and efficient service was maintained by the ¥llerman-Buckpall Line between India and
America without any rebate system, whick was illegal under American law  This
service was regularly supported by the shippers who were satisfied with it and with
the rates ; and attempts made by shipping Board boats to enter the trade by cutting
rates had not been successful. ,

* Mr. Laundale held that some tie was necessary in the Far East trade and could
suggest no alternative to the rebate system though he preferred the prompt payment
of rebates every six months without any defermenf. He held that the system had
not prevented competent steamship Jines entering a trade if they wished to and the
merchants did not object.

Mr. Basden said that in the Bast African trade he did not think that a regular
service could be obtained without a rebate system as the cargo was meagre at times
and irregular in amount. I tramps were allowed to come in and ecarxy away the
homeward cargo, the ontward service would naturally suffer as the two halves of the
round voyage hung together.

As regards the South African homeward trade, Sir Rhys Price stated that since
the abolition of the rebate system, it had been yun without any tie and though the
cutward agreement had had to a certain extent a steadyingiefect, the position was not
altogether satisfactory. The witness favoured for the homeward frade an agreement
system reinforced by a rebate system and administered by a Standing Joeint Con-
ference of shipowners and shippers, thus giving the shippers a voice in the fixing of
rates and other terms and conditions. He preferred this to the agreement system

'
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woich would be ineffective unless alland espedially the largest shippers adopted if.
In the past, he said that the rebate system had not kept out new and efficient 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 castomers 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 serviess.” Mr, Wilson
espressed the opinion that without the rebate systein there would be more frequent
sevvices of regular liners, because the abolition of the system would lead to an
iucrease in trade,

(4) Alternative Ties to the Rehate Bystem.

The following alternative wethods of securing that shippers shonld give their

custom regulatly to the Conference Lines were brought to our notice : -—

{i) The Agreement System.

. Mr. Soper explained at some length the agreement which had been signed by the
Bouth 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 deferred rebate system,
which was dropped on account of South African législation, althouzh the rebate
systew still applies to shipments hy the same vessel to Mozambique ports. He
said that the South African Trade Assouiation were very well satisfied with its.
working, and, in his opinion, would welcome its extension to Mozambigue ports..
The witnoss interpreted.the main clauses of the agreement as follows : - -

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

(b) The Association regarded their support as contingent on the Lines carrying
the goods at “reasomable rates.” If they did not regard the vates
2a Teasonable, either there was to be arbitration or the signatory shipper-
can Eive six months' notice to terminate the agreement. The Lines were
bound to consult the Association before making any general alterition
in rates, but conld raise rates on particular commodities without notice.

(¢) In the event of competition offering Jower vates, the [ines ave bound to
pratect the signatories, who may withdraw after 30 days’ notice if they
consider the protection inadeguate. Recently foreign Lines had started
loading to South Africa, and had guoted low rates. - The Conference had
et their shippers by reductions in their tariff rates on various classes of
goods in order to meet foreign competition, and in addition allowed a

temporary reduction in freights on other similar goods sent by boats -

loading, first of all within a week each way and now within a fortnight
each way, of a boat sailing from the Continent.

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 agreement systerh for the East African trade, provided
that the Conference did not still charge the primage,* which at present coustituted the
deferved rebate, and vetain it themselves, He thought, however, it would be difficalt
tn secare the express adhesion of every shipper in the trade, )

Mr, Tredwen preferred the “ freedom ” of the rebate svstem to the agreement, which
bs consideved was not so effective in preventing competition.

© - *This 10 per cent. primage has recently (Anguad, 1929) heen ewbodied in the freight,
bat tlhe geferred rebate of 10 per cent, stills;emaing;s, and the net freight remains practically

-
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- Wi i t the members of his Chamber of Commerce
\Duﬁ%ée}vvfr}:z\nds\?:i;)rzg::ecllle‘o:hz;}%e}; into an agreement like the South African, and
wonld favour making the principle a general one.

Myr. Hooker had no knowledge of the South Afvican agreement, but he far . ved
-agreements in general. " ' vt aforosd by & et

ir S g voured an agreement system reinfore a vebate
-systs:;) th(‘)“zy's f}:;ceﬁ:gi‘v::;é‘ }éxe-aflz Of‘i'mxg Sougil\ Africa, a{greed that if an agresment
embracing all the shippers were arrived at the rebate system would hardly be
necessary.

(it} Contracts over a period,

f a general freight contract brought to our notice is in the Calcutta
tea E-};?i: u;yh;:::’e (;s aa%ready mentioned, the freight, at the time when evidence was
given, was fixed at the average rate ruling on rough carge plus 8 gertar_n ﬂqt addition,
Siv Stanley Bois said that he would not favour a contract on similar lines for Colombo
bat prefen:ed to mate arrangements according to civcumstances from hmg to time.

-

) THE DEFERRED REBATE SYSTEM AS AT PRE-
C. OBJECTIONS 10 SENT IN OPERATION.

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

ger the periods adopted in connection with the deferred rebate system the
gwaz;{‘tf:'5 iﬁgﬁ;t eT}IzM; East Afii'ican Committee veferred fo above stipulated as one of
the conditions of acceptability of the system the payment of the rebates at shorters
intervals. Other shippers said they would be content to ship under a system wherein
the rebate would not be « deferred,” s.¢, for a further period, but paid promptly at the
end of each period (of three or six months: in respact of the shipments _mad: during
that period. In the case of regular shippers sufficient rebates would quickly acerue to
maintain loyalty to the Conference,

Complaint was also made by Mr. Landale that even when the deferred rebate was
due, a delay of months might ocear in checking and adjusting the claim. It was
maintained bv Mr. Wilson that the shipowner ought to make out the statements
promptly at the end of each period and pay the accounts to the parties who had paid
the freights without the latter being under an obligation to claim the rebates. He
alao pointed out that under the conditions laid down, the shipper is liable to forfeit his
rebates unless his claim is made within a limited period. Shlpptng companiee
ought to be obliged to make an annus) return of unclaimed rebates.

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

8} witnesses referred to the effect of the rebate system in keeping large
amo?xi"’czm})fwghe shipper’s capital locked up. Mr. Tredwen thought this could be met
‘if the shipawners paid interest on the deferred rebate, and said tlis was done in the
Australian trade at the rate of 5 per cent. and would probably be agreed to in other
trades if pressed for; other witnesses also urged that interest should be paid.

()] Complexity.

idence was given as to the trouble and clerical labour that devolved upon the
ship%;’:,d pl;rﬂy becgause of the inberent deferred nature of the system, and part]
becanse of the variety of the several systems under which the shipper had to wor
and claim his rebates. . ‘

‘With reference to the East African trade Mz, Hooker comp]gmed of the amount
of unremunerative labour which the system entailed wpon the shipper or merchant,
and the tendency towards not quite homest practices, such as the rvetention of the
rebate by the agent where the consignee, to whom the freight plus rebate had been
charged, was not careful to insist upon its retwrn to him. In the Far East.ern
trade, ﬁowevér, the evidence of Mr. Landale v;vas to the effect that suck 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:
Tebate claim form for the Brazilian trade had been afered 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.

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

The Manchester Association of Importers and Exporters communicatad in writing
their opinion that shipments from a port not eerved by Conference Lines should not
be the occasion for the forfeiture of rebates since the Conference Lines did not offer
any direct facilities. From correspondence 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 connection with Dundee before the

. Royal Commission, but Mr Wilson said that no difficulties arising from any ﬁrohibb
tion upon the direct shipments from Dundee had been met with, though this port.
is 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.e., the whole of the primage, while in the New
Zealand trade it was only 2s. 6d. per ton, representing at present rates a difference of
several shillings in tho net freights. He agreed that 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 be in the
freights and not in the rebates. .

(7) Outside Shipments.

Mr. Basden desired standing permission in the East African trade to ship by
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 vegards the Far Mastern trade Mr. Landale stated that
when shippers have enough cargo to fill a steamer and the Conference have not
sufficient tonnage to carry it available, they do not raise objections to shippexs.
chartering.

D. SUGGESTED REMEDIES.

Sir Stephen Demetriadi and certain other witnesses, mainly those concerned with
the Austraiian trade, were definitely in favour of legislation to render deferred rebates
illegal. Sir Stephen Demetriadi and Mr. Wilson, while desiring 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 Government, expressed
the opinion that the recommendation in the Majority Rgport of the Royal Commis-
sion on Shipping Rings in favour of measures of discussion, conciliation and arbitra-
tion would not be sufficient to effect the improvement desired by the trader because ab
present the power is all on the side of the Conference. Even though the merchants”
associations might become much more powerful than they are, he did not think that

they could be effective to secure the desired remedies. The witness was in agreement -

with Sir David Barbout’s reservation to the Royal Commission’s Report which was.
in the direction of establishing an effective check on shipping conferences in. the-
matter of rates. C

On the other hand, the Executive Committee of the Australian ;xnd New Zealand

section of the Manchester Associatiop of Importers and Exporters communicated.
their opinion that they were entirely in agreement with the finding in the Majority-
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R . . . be
« most, if not all. the serious abuses to which the system is liable can

iﬁggged %)};atuch counter-combinations on the part of merchants and shl:ppels, and.
that it is generally undesirable that the State should interfere to {e(rlneb yt }(:1
prevent grievances which by a reasonable effort can be prevented or 1'emedlf d ‘yb te
rsons concerned.” Some witnesses were satisfied to work under the defeneh_le ate
E;;stem as being preferable to any other tie but they were of opinion that ‘ch((e1 s I}g)z}’s
grievances would be materially less if the period of deferment were reduced and the

system otherwise simplified.

EvipexceE G1VEN oN¥ BEHALF OF THE SHIPOWNERS.

A—AS TO THE DEFINITE COMPLAINTS MADE BY SHIPPERS
BEGARDING 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 cecur. In normal
times the Continental and British rates are kept at a parity throngh Conference
agreements. The low Continental rates since the war are partly the result of the
keen competition between foreign lines, which has brought rates in many cases below
an economic level, and partly because Continental port dues and charges are on a
lower scale than here. Recently an agreement has been reached to maintain equal
rates from the Continent and from Great Britain in the Australian trade, and similar
negotiations are proceeding in other trades.

{@) The difference in rates in the Australiao ’grade has now disappeared in con-
" sequence of the agreement above mentioned.

isparity in the Caleutta-Tondon and Calcutta-Hamburg rates was
@ Thestgzzgato ¢ due to lower discharging expenses in the latter poit. Actual
steamer accounts were put in to show that the cost of discharging a ton of
cargo frcm the same ship on the same voyage in London and awnburg
were 9s, 10d. and 1s 4d respectively; in the case of anotber vessel the
figures were 75. 43d. and 1s. 03d. [The exchange value cf the mark was

in each case taken as 1,000 to the £.] :

the outbreak of war there was & common tariff on a basis o_f equal
(<) U rf;,(i):es fr(?xl; British and Continental ports to the Argentine. The @ﬁicult_y
in getting back to this condition was accentuated by the chaotic condt-

tions of erchange

ir Per ates strongly contested the complaint that the high rates of

freifrzh)t Sg'oxf;elég’lcﬂta made ?tyimpossib]e for Calcutta linseed to compete with
Aro%ntine linseed in the London market. He pointed .out t.hat during .the penpd
01; lained of ‘December, 19:0—March, 1921) very little 1.mseed came frouf India,
gvenpfrom Uombay Where the freights were presumably satisfactory. The importe
from Argentine in 1920 and 1921 were 21€,000 tons and 401,000 tons respectively,
and from India 143,000 tons and 41,000 tons respectively—the latter figure being the
amallest. India import since 1913 (126,000 tons). The export of linseed from India
fell off in 1921, because of the fall in the sterling value of the rupee, which thrcugh
its violence checked father than stimulated export; and in every factor.makxflg up
lhs ¢t of linseed c.i.f. - London there were violent changes as against which freight
: flc?'ttle effect, Further the homeward liner trade from the Argentine is based
- frolzen and chilled meat, and the carriage of linseed is left to tramps, which ‘g.g]nst
:}llleir rate according to their outward employment, e.g., coal from' S({(xlﬁagz n aifs.‘
If the Calcutta shippers had to rely on tramp tonnage the freight would be higher

than it is, because tramps would generally have to come to Calcutta in ballast.
£
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(3) Comparison with Rates charged by Conference Lines in other
Tradzs where the Deferred Rebate System does not obtain.
(8) Australian Coastal Trade.

Sir Alan Anderson stated that comparisons between the coastal and homeward
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 Trade as compared with Bombay= United
Kingdom Trade.

Rough Curgo.--As regards the freights from Bombay and Calcutta, Sir Percy
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 constwise whereas Bombay imported coal. Conse uently vessels were
becoming empty in Bombay and as they tried to obtain a cargo this naturally affected
rates ruling from the port, These colliers may be chartered to load on the berth or
by a freight speculator. There were no similar vessels di scharging at Calcutta
and looking for homeward freights. Further, at Bombay there were regular

. fixed passenger and mail sailings to United Kingdom and Euvope and such vessels
were frequently carriers at iates cheaper than the world basis and they affected the
%eneral Bombay freight market. The passenger vessels were not s0 regular from

alcutta and in any *case with such vessels cargo held a predominating interest,
Further, the round voyage had to be considered. For the outward voyage to Bombay,
steamers obtained a better assortment of cargo and quicker discharge, combined
with lower port dues than at Calcutta.

Tea~The shipowners pointed out that precisely the same complaint was made to
the Royal Commission, namely, that cargo rates were kept 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. '

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

Mr Holt said that the homeward Conference from Colombo consisted of so man
lines that Colombo had an almost daily service. The average shipment was not big
and normally vessels reserved ssace for Colombo by shutting out cargo at orighinal
loading ports. Colombo rates could not therefore depend upon Calcutta rates but must
be fixed at such a level as to induce not only Calcutta steamers but Far East and
Australian steamers to reserve space. Tables were put in to show that Colombe
freights were as often below Calcutta as above them over a period of years and that on
the whole Colombo rates had compared favourably with those at Far East ports. In
general terms the consideration of rates on the basis of their ratio to geographical

istance was misleading. Tt neglected such important factors as the comparative cost
of loading or discharging and cost of coal,

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

As regards Mr Turner's estimates of the cost of runnin steamers in the Australi
trade, Sir Alan Anderson contended that they were incorrec%. Accepting, for the ag;il;
of argument, the rates for coal, &c., which were quoted, he said that on the outward
voyage in ballast the expenses of the 10-knot tramp would not be £12,600, but
£15,800, and of the 13-knot cargo liner about £18,600 instead of £14,000. The
difference arose chiefly in coal, for which an extremely low consumption was taken,
which could not be accounted for unless it were an ervor in caleulation. As regards
the homeward voyage, the expenses were about right. He contended that Mr. Turner's
argument was that the liners were making extravagant profits, but in_ estimating the
earnings of the liner it had been assumed that it went full, which was contrary to
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facts. Assuming the liners were 37 per cent. full (the actual figures given for 1921
were 31 per cent, and for 1920 43 per -cent.), the outward earninge would not be
£46,000, but £17,112, These alterations converted the alleged gross profit of £15,800
to a loss of £13,80U on the cutward voyage.

As regards homeward earnings, Mr. Turner had assamed that the ship loaded full
with the three best classes of cargo only. Such cargo alone could not be got on the
berth, and the ship had to take what was offering. S o 7
(5) The actual profits and financial position of the shipp'ng companies

concerned in the Australian trade. .

Lord Incheape stated that the policy of the shipping compauies was the conservative
and careful one of not distributing all their profits ; they paid very small dividends.
In his view, if new capital hag 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 wae very-bad, as every ship going
out to Australia was coming back with a large debit balance. He explained that in
shipping there were & 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 1913. The prices of new ships.had
reached very high figures in 192, and though . there had been some fall lately, it was
not more than about 15 per cent.

Sir Alan Anderson strongly criticised the evidence as to the financial position of
the Orient Company, The Company was formed, he said, in 1878 with a capital of
£466,000. In 19,0 it was reconstructed ; £140,00 ) was written off, and the shares
were divided into a little over £101,000 deferred, and the rest preferred. Up to 1910
132§ years), allowing for the writing off of the capital, there was a° return of (49
Dber cent. per annum, and yet during this time, except for six years, a rebate system
was in force. In 1907 a new fleet was built, which was in the water in 1910,
This cost nearly £2,0:0,000, which was raised by borrowing where they could, from
baniers, ete, About £10 ,000 protit in hand was put into it, and some debentures -
were issued. Thereafter the Company was trading, not on its nominal .capital of
£820,000, but also on the £2,000,000 which was borrowed. The bonuses which were
given were on the original deferred capital of £100,000, but were earned on the
£2,000,000 ; a 51 per cent. return on £100,000 only amounted to a 2§ per cent.

" yield on £2,000,000. In 1920 a bonus (sce 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 managedto do  The witness further pointed out that the Orient Company only
derived 13 per cent. of its income from freight under rebate, and the influence of
the rebate system was, therefore, not so large on their business as it might
seem.

Siv Percy Bates said he was prepired to offer a similar criticism of the
figures given relative to the financial position of the Commonwealth and Dominion
Line, if it were considered necessary, but the Committee did not require this,

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

(1) The General Question.

The shipowners disclaim that the rebate system sets any limitations to the
shippers' freedom of action. They point out that merchants have freedom of con-
tract as they are free to leave the Conference at any time on forfeiture of the rebates.
The amount of the rebate was very small compared with the value of the cargo.
Although it was usually 10 per cent. of the freight, it only amounted on an average, for
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iraacﬁpa};’dt:oﬁve eltg';x_tbs, of one per cent. of the value of the cargo in the Far Fastern
per cent. in ﬂslbme, mé;; similar in the Australian trade ; and ~-’to one-third ;)f von'e
ot diseriminate mans :ea home-ward from Ceyl-n. They point out that they do
to take his cargo fgmﬁ’zha shipper who ships outside the Conference lines by refusin
receives 8 L0 8O3 ikt at hapPeps is that the shipper who gives exclusive su m%
regarded a ap? (_::3: - preference in freight over the one who does not and ‘chpip i
monogol sow ‘{gl l}i{laﬁo business deal. The 10 per cent. rebate is the measureof sth:
e e e ot v, I i, ovren e
s, gréater than the frei:ght 2 aup § (;é;’ ego ;g cz(:::igxﬁ:gen?nount to a econsiderable

1t is denied that the Crown A :
rate of freight as they are free age%:é‘st :::ie
shp_pers, Sir Alan Anderson was strongly
special terms for Government cargoes in the
materials, ete., was a bad one. G,
expenses of running the ships.

“hampered ” in bargaining for the lowest
can exercise the same option asall other
of opinion that the practice of giving
e matter of contract quantities of railway
overpments ought to pay their fair share of the

(2) The Advantages derived from tho System,

Shi ,
andhlggix:ix::: l;:}g.i aénd mgrcl;ants do not deny, that they provide regular, frequent
Erighte. sl (t: s aé) » In regard to general merchandise, presf;'ve s,t‘tbi?'t n £
: ipmex;t fual ;nzl}};e; c(flcﬁ“ tlarg,\z va;mi sme_\él ;hippers alike, and abstention 1’I"Zo(x)n
not the subject of any explicit .undert:lfilalg.m] fed, howerer, that these adventages wore

(a) Stability of Freights.

Si;&sAs]};wglgd’gsgnth; i}:ﬂo]ict:isl' :f the Conference made for stability of freights,
ho creass m the Australianaca 1‘m the pericd before control during the war

i . go rate was 100 per cent. as compar Pl

perlizafe gxulle:e tV}YaIeS Plate Coal rharter of §8l per cent, 1](1111)1?;12&0 t‘;lzﬂgmig
1054 per cen? Xfcto?trol period. free tramp rates increased by as much as
117 per ont. ad 908 or 'contro_l the respective increases on pre war freights were
to 78 por " nd - d_pell cent. in 14195 in 1920 the tramp rates came down
still showed well now;:'\ l?:%l ;Z;L g:rl"tcerix‘t\.c::er pre]-wali(although o xpenses

X . rease.  In 10 iner
100 per cent. over pre-war, though expenses showed a llm'gj'lintclll':a:;nel e was

He added that in thi . ,
coincided o nsit}l;: this connection the merchants

frexg}}ts and when
margins,

(b) Egudliiyof'l?afgg_

All t ; ‘s sai i
me]‘chang;asghli}:‘ogngxs said that this was never departed from as regards general
of heavy materi ]1a es yun with a deferred rebate system., Full or large ¢ Tlﬂ*
% speéial cot::tlfaztiucgl a:hsteel rails, ete., weve, however, at times t?le 2?11})?252

C s . . . ’
otherwise bo fahes thet oir ;y werd suitable for carriage by tramps and might

and the consumers’ i
‘ ‘ } 3 $ s’ interests
v wanted violent fluctuations in the price of commadities or in”

such fluctuations existed, trade had to be conducted on wide

(e} Regularity and Frequency of Service.

With » i
in‘egu;ar alﬁ::;;i :q :ht‘a statement that in the Bast African trade they called
imefgn ax and Jong hm i%vals and were delayed long in loading, the sﬁic?) ; at’
Baot rpir wou]ci (?f e ect that owing to shortage of cargo, pa;t’iculai'l oﬁtw‘n?&s
commmimgirould | ;e%u:nfﬂ;‘r have been left entirely without anyy stea‘z‘;fvlh?’
obligations to mainta’in Tegl(:llaf'hsinfr?::s that thti shi]i;){vners e, Semsiblo of t};;}:
g : ) e 3 even though th i :
:ﬁlev;i(;_; o;:;zlllt;d]tmh;senous loss. Further it was poi:teglzﬂtzga:}:}:wpfv stl}l::tt:
African War, oen o O;S’S"‘If under such an obligation that during th;n%ou?hl
 Togulh s e logflmzigmgwf: tz]e berth to South Afriea eontinued to yun
making large surms on fins charyt o g to port delays although other owners were
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(3) The Necessity for Conferences and a Tie.

Shipowners generally took their stand by the findings of the Royal Commlsslon og
Shipping Rings that conferences of shipowners were necessary In most trades an
further that such conferences must have some hold over their shippers. - They referred
in particular to Sections 995-6 of the Majority Report which are as follows : —

«905. The connection betsveen a service attended by advantages such as those
sndicated 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
civcumstances, sore such system iz required if an organised service 1s to be
maintsined on & 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 giver
in Part I, shows that the demand on the part of shipowners for some suc
protection as that afforded by the rebate system synchronmises in a significant
mapner 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 hold of shipowners on particalar
ports or trades, and the increased keenness of competition between shipowners.

9. The system of Shipping Conferences and deferred rebates has undergone
development and adjustment till it is to be found dominant on nearly all routes
whete 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 fo inguiries 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 connection 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 smal)
as well as large foreign ports, and sailing at regular and fixed dates, are involved
in greater expenses than competitors who choose their sailings and offer only
jrregular opporfunities .for shipments. Moreover, owing to the moveable nature
of ships, such competitors, if driven off by the Conference from any one routs,
can vesort to other trades without suffering any loss commensurate with that
incurred by unsuccessful competitors in the general industrial world When
times are favourable, they can return uninjured to the attack. Finally, the
adoption of some of the improvements whereby transport is cheapened, e.g., the
building - of ships of larger carrying capacity or specially adapted for particular
trades, increases the risks and difficulties of regular lines unless they possess
some guarantee of a continuity of custom.

«996. On these as well as other grounds of less moment, we consider that
where a regular and organised service is required, the Conference system,
fortitied by some tie upon the shipper, is as a general rule necessary.”

The shipowners claimed that no changes of a fundamental character had taken
place since the Commission reported as would modify these fndings or invalidate
the arguments on which they vested. Without the deferred rvebate system or some
tie equally defective the Conferences could not ensure to shippers the main advantages
which they require, namely, regularity and efficiency of service and stability and
equality of rates. _ .

The purpose of the tie was stated to be to prevent spasmodic competition by tramps.
Quch vessels would not compete on their own merits but would become to all intents
and purposes part of the Conference /service, although they had taken no part in
providing that regularity of service which justifies the existence of the Conterence
nor in creating a trade or mointaining one ab times when the service could only
Ve maintained at a loss. The enormously greater capital value of the high class:

0
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liner, together with its i .
mm‘z;aonﬁ;;?el ‘T“t? its increased cost of running urer the tramp, accentuates the
(-'\mir;m (()f h[:fe:S ioc '\S“(i!] dcotmlzilhtmnl,; moreover, a far greater propertion of the
Arnngs ot s 15 applied to the up-keep au i s forward dev
hihly oficient servic. p-keep aud continuous forward development of 2
Sir Als 7y g .
that it Pl‘;\{lm?’tt:lh: ;gglu{ut{thel staied :hit lthe tie acted as a protection to shippers in
att el 5 ative merchants taking advants : otri
of their competitors. ’ aking advantage of cut rates to the detriment
Qi By .
Sir Ernes o1 ; ;
e r%v:?t G)p]'. er, in dealing with the rebate system from the point of view of the
f"\\'n\l{\ . ers, said that they did not pretend to like the svetem, as they naturall
d \a et @ N Bt 3 = o ¢
There ,qu‘per}\ :nml\et,, and the system was admittedly aimed at excluding the tmm?
ap]\lAiud t:;}’nr“\‘]h‘m\, ntrl) {;trqng feeling on their part against it so long as it mﬂlw:
d o parcets or berth business and did not exte whole ro ® Generall’
R & xtend to whole ear ; X §
speaking, the tramp owner di e ole cargoes. Generally
¢ & 2t et did not want to cut into the berth R o0 '
it him. - € not e the berth trade, as it did not
e He agreed, however, that tramps could intermittently canse a dislocats
rates in a liner serviee. Y cause a Gisfocation
The cas officiontle orean: Cr v
Sie Ahnmi?yfl le::mm’ 10;{::1;1\5*}(*& gut:lde lines seeking to enter a trade was diffevent
& an  Anderson said that the Conference would n e ’
bt the history : ence would naturally fight to keep them o
nut a L)ohﬂ}elt‘}d'; ﬁflmm-“?t every trade showed that the rebate “evstem has §1u\‘:1' nkoolltt’
W:u(\vl}cmnent(m}" "iﬁ_vwnt line provided always there was room for it and its fldvcrllt
P oo > the shippers. L\‘o rebate ov any other system would Preserve “l{ ont
a U srenee e - . . 0 res > ade
that Cd[;f‘:t;nguxnh"" :}th Conference served the trade adequately.  He admitted
ab b crenee mirnt breome so stro er as b i S
Sir Alan Ander ) e 0 strong, howeves, as to deter any new vaterpeise.
- tmde( D t(t Lisnn and Sir Percy Bates said, however, that escessive competition
s e, ;);;‘uml}l;u' waste as the trade had to carry more ships th{}, woere
2037 A T o afog ¢ . . E b = s '@
deteriorated bc"'m"&fg‘w\dtrummwi that this meaat that the facilities afforded <teq,1;]y
S o Hev e n: v .y v vl ] . h - J
trade. . pay, or if they paid, did so at the espense :° the
A= regards th
wards the Commonwealth Governme i
X o ernme ! - =
by Lord Incheape and Siv Perey Bates nt Line, the Conference view, as expressed
which the Conference had buil(t) : L-i‘.l“'%\(s: thfat this line was trving to enter a trade
. i up. 1e Conference naturally 1 ) N
and they recarde NN . vee naturally fought anv new
an m‘di‘xmr:lv(}.:g fhev('f’lll}?l tition of a State-owned }ine a< much worse éh’in ;I;Lth‘:ﬂet:
e qu‘ O 1{4;;.\. Sir Alan Anderson thoucht the real question ‘;"\s w‘-;eth o1
ered 56 ot a b oy s fnd the avswer xested with the shippers “He con
) as a b e to mntroduce a new i N - ! . 1=
only one-thivd full.  Mr. Holt said th e }‘me‘ when ships were going to Australia
- MroHolt said that the Conference had never tefused to admit

the Government line, b 1
the o e, but the ditficulty was thac they would ot accept the rebate

The shipowner ; ; .
: nets b
rebate s\'sttgll 111\1 :I\fhllm'ted that in certain trades recular services were run withent a
be found that tth' i:nd::%]'u’l' however, that on examination of such trades it deuh‘l
other advantages the slfitlvrllnt;-gn dOt’ !\dtlt'.wns impracticuble or unnecessary or that the
Rade s Uesire e ; s AR <
comments were given ;— wete absent. The following examples and
‘ : o
v The  Aus 7 o r
The L')Ari;l.“i{*m Homeward Trode was run without a vebate svstem
v N ixr . ¢ gl SVsle .
1‘!’-'111'1}- lmln:)»n 05 tho. system in the ontward trade, however, insured a
¢ “ard servie hIN s » A Y U H
the carzo ”w“l:}nr.suxn . Fucther, the regular Noes conld not carev all
Arg Hering . 1 ; : a g
The hﬂmms"n'(ll:}\:- ‘llllll h of which, such as wheat. was carried by tramps
o onar fﬂ" ades were feed on a basis of refriverated praduce and
contrs h “L &n(i)ftm m:uitu wlft}xli«‘.lu-.\sentntiye associations pvir a pv;',im‘l of
Years o H orm rate ot a '*‘lil)p .. Py - N <
dre . all ers. This very specialise e G
tonmge hardly needed rebate protection s very specialised tyvpe of
(b The New Yur I . . . ,.
e k Australia Service i< maintained bacie of nref .
contracts, and has not continned to wnke th ona b of preferential
. : ke the <ame procress | )
reqularity and speed as has make the same progress in respect of
svtem Boa b"\‘;ll"(x(l‘i\‘%’:d}hhlbm,n th}x cise 1N cther trades where the lrdute
o Conference- ox tt\tf indi 1 {"‘l'lt“l’_“ other cutward American trade: where
. ) hias vidual Hnes maintained . s
the exe o et es maintained their postic .
e exelusive support of one or more larse rectorgers pusttion threuch
te) United Stares - T .
: pas &[fffs.r_sinwl Africa Service.—It has been impossible to develop a
RESONTOT O eXPress eareo service in this trad oo ot
trade is earrd = tthi. trade A larse percentave of th
' arried on nnder a ~y-te - R ave ol the
o under a sy~tem of agreements with lar Crnerats
presumably on preferential terms. > s with larze Cerporations
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o India— United States of America Trade.—Special reference was made to
this trade by Sir Stephen Demetriadi, as having a regular service run
without a rebate svstem, The shipowners, in veply, point out that the
witness does net state how far this service is dependent upon the existence
of large contracts or that both shipowners and shippers have sutfered much
fram instability of rates and the attempts of some shippers to use the
incursions of outside tannage to their own advantage,

{e) The South African Homeward Trade —The absence of a rebate system  has
resulted in widely fluctuating rates and general disturbance.

As reeards American trades gwenerally, it was stated by Sir Alan Anderson that the
ed on a limitation of tonnaze in

Shipping Board were trying to form Conferences bas
wonld nest be driven to reversing
rences could not be worked satisfactorily

order to maintain rates. Mr. Holt thoughit they
their legislation when thex found these Confe

without a relate system or other tie.

(4) Alternative Ties to the Deferred Rebate System.

The shipowners maintain that it is necessary for them to have some bold over their
custamers and that the deferred rebate system s the best tie. Their position with
regard to other ties was as follows :—

() The dgreement System.

Sir Alan Anderson believed that the Sout
workinge not ansatisfactorily but that it was not very popular with either side.
He said it was combersome but he had not had any conerete instances of objection
to it. Shipowners were acrood that the deferred rebate system wax the
Tottor tic but Mr. Helt said that if the majority of the shippers in a trade wanted
the agreement the shipowners would nnd it difficult to resist them.

4 against the agreement system generally that it would be ditficult
merchants generally whereas the rebate system
shipper under an_ absolute obliration for
svstem enabled him to withdraw at

h African agrecment was in practice

It was urge
to make the agreement apply to all
was antomatic.  The agrecment held the
a certain period of tinie whereas the rebate
anv moment if he is willing to forego his vebates.  The shippers” interests in the
South African trade are toa quite exceptional degree focussed in an association
competent to negotiate for all, whilst in any large gvnm'.’}l trade Jarking such a
representative association it would be highly inconvenient, if nat wholly 1mpossi-
ble, not only {s complete but to renew at intervals contracts with individuak
members of & widely seattered and constantly changing clientéle.  Mr. Holt
<houcht it would be more dittienlt for a shipowner to break into a trade with
an acreement system, especially if the sanction were -a forfeiture under
hend as anv offer to pay damages for breaking the agreement, in the same way
as Ferfeited rebates were paid, would prcsumab]y render the competing  shipowner
liable to eriminal proceedings.

Uiy Preferential Contracts.
Vefore the advent of the deferred

These were in operation in vatrious tradis
eral approval of the shipper

rebate sestem. The latter veplaced them with the wen
though some big shippers resented its introduetion. My, Holt said that <hip-
ownors were relurtant to enter into such contrivts now as they lead to frouble and
jealeusy, but if a trade beeame ¢ open,” shipowners would be driven to makias

them to cnsure regular support.

Y The Questinn 7f Extending an Option to the Shipper. i

< and Mr. Healt as to the possibility of an
c)tion as between the a;zecement and rebmte svstems bring extended to the indivi-
dual shipper.  Ax the 1den was novel, the witnesses were not fully prepured to
anewer and the matter was subsegnently taken up directly with the Shipowners’
Ascoiations wee Appendix Voo My Holt, however, said that theve appeared to
be e jnsnperatide obiertions =0 lone as rates were pot fxed by the aervement, and
thit shipowners would be veady to 2o inte the matter if the majority of their

shippers demanded it

(ili

Qunestions were put to Siv Perey Bate
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C.——A§ 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 shibowners say that it i ir i - -
ciently long to pl‘otecty'both s]h i;)spe (;r;ly desired to make the period of deferment suffi

widel ] and owners, and that the period, which differs
widely as between different trades, is a question - peculinxly suited for discussion
between the two parties.

{2) The payment of interest on the Rebate.

Shipowners in general do not admit this claim, as the ter‘xd that the rebate i
part of the. freight and is the property of the shi 7 %o s e e 1o

0 , to which the shipper
title unless and until he has fulfilled certain comditl:)iov;::.er rhich the ehipper h'a ® 0o
3) Complexity. .

Shipowners said they were prepated to explove with shippers the possibility of
simplifying the conditions under which the rebate system is applied. They objected,
‘however, to the claim that shipowners ought to jay rebates to shippers without the
latter being under an obligation to claim them. This claim, and the proposal that an
-annual retarn of unclaimed rebates should be made, arose from the view that rebates
‘were throughout the shippers’ money._ In any case, it was difficult f
be certain as to the actual ownership of the rebate in doubtful cases, and, further,
presumably, if this method were adopted, shippers who wished to leave the Conference

would have to declare their intention in terms instead of merely abstaining from
-claiming rebates,

or shipowners to

{4) Alteration ot Rebate Form without notice.

This conld 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 pnt forward by the
Manchester Association of Importers 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 ied upon shippers of this port by its non-inclusion
‘in the list of Conference ports of sailing. The Eo‘rce of economic law can be reliad

'u&on to place in the list of Conference ports any additional port as soon as it can
-offer sufficient inducement.

{(8) Comparison of Rebates in New Zealand and Australian Trades.
Not dealt with by the shipowners,

(7) Outside Shipments.

Bir Pércy 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 Bast African trade were adduced in support of
‘this. He admitted, however, that the interpretation of *reasonable time" might lead
:to arguments, and the decisien remained with the Conference.

. D.—~SUGGESTED REMEDIES.

The shipowners submitted that in general the burden of complaint against the
‘deferred rebate 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
regulating ocean trade could be so perfect as to obviate all difficulties, and as compared
'with the immense volume of transactions covered by the operation of the
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Conferences, the specific complaints were emall in number and in some cuses unsubstan-
onfer )
: i ha ) ter. - . . .

o '.;'l;xecy lfa:xcrtner submtted that any legislation dxaacted agami:ltj . :&:;bmﬁw:; u(l)g
i i rticular lass legislation and a gross 1 - :
ihlp(’(;ra?:;?ilbtllepgét[l);l(:}x?biv:zlﬁli%ob;:e: sfro?n‘ granting any consideration for exclusive

e in $

" support while other traders were at liberty to employ such means to consolidate their

post o iti less international in character, would
aislatl £ a prohibitive nature, unless 1In : i r

o8 Any};?‘g}s%lam]);‘ilp‘;w?xe%s, especially at pre sent when the war has qtlmulated r;}elg

ot élfls-ei sn shipping and when foreign Governments are dlsplaglngl a2 ma

: ::‘r?lvi':;‘tizn 't?t; piss discrim?nato,ry legislation in favour of their own nationals.

ine .

i hipping trade is
interfer Governments with the workifigs of the shipping
mwrﬁ:&s{ ;I:lt:éfii:g:xct:.l.bgnd 2::;:110:11 of contract is the first public necessity.

i Boulti strable i okl £ the
intain that defects or difficulties demonstrable in the working of °
b ’Itjhey ‘r;::;ln:z:_;ns\tm; aa;ncy;m most properly be left, as the Royal Commission dr.ecomf
- adegy% r ‘elttlement by bargaining aud negotiation with representative bolie;t.o
nlls‘;p:r’ \Srh; should, eqaally with the shipowaers, possess adequabe power for collective
s S » €4
bargaining by combination. ' @ vl s
ry 1i been done in this way, but the shipowners -would welcoms

forgz:égr}lct)z‘i};::cia&!;ns with whom they could conﬁexi. Thetx conﬁfdegt}y.zﬁpesgbz};::
i inery for bargaining was complete, the whole question or delerr
. t}ig ni-zg}clﬁ“e;y sezltle;\eut. Such a settlement would be flexible and capable of
W(i)'u stment to the precise and varying needs of different trades whereas leglslatl%n
o ]?(i only effect a rigid settlement. - Above all shippers and shipowners woulfd ]Z
A?giltltly 1'eZpon;ible for its attainment and maintenance on a basis of a full and fran
3‘ecognitiou of their mutaal needs and difficulties.

sidered that it would be undeniably premature to supersede the recom.
.men’gggi};:: %}lig:Royal Commission until ab least they have been given a fair and
reasonable trial. .

APPENDIX TII.

SUMMARY OF THE RECOMMENDATION OF THE ROYAL COMMISSION
ON SHIPPING RINGs.

“The Royal Commission on Shipping Rings was appoiuted in November, 1908, to
.enquire into the operation of shippinz rings or conferences generaily, and ‘more
.aspecially into the system of deferred rebatgs_and to report whether -ucl} operations
had caused or were likely to cause injury 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 -
Taverclyde, Sir Hugh Bell, Sir David Barbour representing India), 8ir Alfred Bateman,
8ir John Macdonell, 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 Sir} Owen Philipps, and Mr. Oswald
‘S8andersop. .

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 competition and possessed a limited
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
sseriously and continuously abused (paragraphs 105 and 110i. The Minority Report,
which was signed by Sir David Barbour, Sir John Macdonell, Mr. Collins, Mr. Bir-
chenough, and Mr. Barry, goes further than the Majority Réport, and the signatories
find that the conference system with the deferred raga‘te'has created a monopoly “ the
limitations upon which are in many cases illusory and which generally tend to
decline " fpage 114). They also point out that such monopoly is subject to. no statu-
tory or legal control and state that such a position appears to them inadrissible.

The Majority Report expresses the opinion that the advantages eouferred
by shipping conferences are substantially dependent updn the rebate system or some

»
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similar system, and that if the rebate s Y i i
ystem were abolished
:}elplaqed by long contracts and preferential freights (pa(z)-::;r:ph l]‘.;ul;v oul’%htengn;othgz
-the disadvantages of the conference system are those which are uu.xally ?rrxse rable
OroTh: nflo:loptci}gtngt snbjec‘t) to (;)ontl"i)l a%c}l they consist in the abuse of the mc?:o oly
_the fear ¢ it may be abused. ey find that *the m 1
sh;ppmg' conferences . confers on them powers with 1'ega1(')cfz£ igeiogzigﬁgzjé
Tates which at certain times and in certain trades may exceed the power which they

- mecessarily requir ipper g . |
(Sec tionl25‘:991:q“ne over the shipper to enable them o maintain an organised service

The recommendations put forward b : i

nd ¥y both Reports are reall , ilar; neither

:gggcga tlimse gi\io]ﬁtlopd o'ti3 tﬁwbate system by 1a£ nor any s?s'gm‘ffl fli?;g;;ﬂiz;xtg‘?lt?:;

n * David Barbyar's reservation to the Minority Report, in favour of ch

:ﬁ(;l :Cct}lx‘;z lf}:zeo(;l; dox; xﬁk}lﬂ}éu{g 1'mgt:1 ai wotlﬂd veally breal: down }t)he Sv;ltexz:: leliiogoetﬁg: 5
impose egislati al 1 i

then made by the Royal Comlﬁission t}; deagllswﬁ‘:i?rt‘{l‘e ontoneral. xecommendations

may be stated briefly as follows : conference and rebate systems

(1) The formation of shippers’ and merchants’ amsociatic in i
pe ( oclations to bar,
;:ft iai\g;urable position with the conferences lparagra;hs g;%a;:dm%t;l ;
ge H ,

{2) the veiting in t'e Board of Trade of - ili i
e vesting power to conciliate, arbitrate and
enquire in regard to complaints arising against the shippir 3
raasaph s fo com fo') nts o g against the shipping conferences.
(3} the introduction of a greater de icity i
) gree of publicity into the matter by requiv-
m% s.lll' conference agreements, certain of;he?f agreements. 1:i>atg cilrzﬁ‘ll;;s
an ﬁcd aim forms and tariffs, to be deposited with the Board of Trade
cflnth ent1_al]y or published (paragraph 831) ; the minority wonld require
:zo Pae]a:gleenzents %n.d 311111{11&1‘ matters to be made public in a report
rliament, care being taken not to divulge informati i
wsabul to somatters ;ge 116v.n0 o divulge information likely to be.

APPENDIX IV.

MEMORANDUM. OF AGREEMENT between the undersigned South African shippers and

h d el o . shi 3 a3y g s
tA feri ;:,1 ersigned regular Sbéamahlp Lines trading to the Union Ports of South

1. This Agreement is entered into for the purpose of gt
iﬂ; .selivic.es_‘ from the United Kingdom ang tlll)eACoontirlllé?l?#ﬁxx%ggu;e%glga;%s:ﬂl
inclusive; to the South African Union Ports, with stability of freight an?i’
- fat=]

equality of rates to large and small shippers alj soe s
be had to the rates in other Overseas Régﬁ?;: ‘i};ggéznd 1 fixing the rates regard shall

2. The undersigned shipowners hereby agr i
; Th 1p gree to supply steamers t i
‘ present regular berth salﬁqgs to the Union Ports Iz)pf}éozth A?:Jic: ﬁl?gm{-‘ovﬁgz
sufficient tonnage for the ordinary requirements {(including a natural ix;crease) I:)f the

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

3. The aates of freight upon the revival of the Agreement shall b 1
basic berth rates which have been agreed with the South Iﬁ?xl'ic;nufl‘md: zt&lslfonflgltlx%‘l‘;nlg:

Capetown Mossel Bay*
Al an% Eas& London
_ goa Bay. Vatal,
Goods rated in present Tariff at 90s.— i ¢ ke
‘(Capetown b,avia) T . . £0s, 8bs
Goods rated in prosedt Tariff at ; Os.— .
(Capetown basis)+- . . . t0s. 6s

¥ l\;'ote.JThese rates have been revi A oveormont wi i
South African Trade Assgéiation. s subﬂuenﬂ.y revised by "‘;Afgleament with the
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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- B 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 -Bouth 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 supplying and maintaining the regular -

services, the undermentioned shippers agree to give their entire support to the under-
mentioned Steamship Lines from the United Kingdom and Continent (as defimed in
Clause 1). '

5. In the event of anything cccurring to disturb 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 ther any of the signatories thereto may withdraw!from this Agreement upon -

giving thirty days' notice, but such notice shall be void if during the currency of
same an agreement is arrived at. It shall, nevertheless, be competent for the parties
by mutual consent to extend the time, for a period not exceeding thirty days, for the
purpose of arriving at an agreement, and any notice of withdrawal given shall be
void if during such extension an agreement is arrived at; but such withdrawal shall
1ot invalidate this Agreement between the remaining signatories.

6. This Agreement shall not apply to large parcels of cargo not being merchants’
berth cargo, but the shipowners agree not to make special arrangements at referential
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 between
the shipowners and the South African Trade Association as to what is not merchants’
bgrth cargo, the same to be submitted to arbitration. - -

7. The shipowners shall be at liberty to suspend their cbligations under this
contract in the event of any declaration of war, or of war breaking out between any
two or more first-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 account, 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.

11. Shippers signing this Agreement are to. give the shipowners a ligt of marks on

" whose behalf they are willing to come under this Agreement, and if there be any

corporations, companies, firms or individuals for whom the said shippers act who refuse
{0 come into this Agreement, the said signing shippers shall not be prejudiced
thereby so far as their declared assenting marks are concerned, and the same shall
apply to any withdrawal allowed by the terms of this Agreement.

12. This Agreement is to continue to 31st December, 10 , and is'subject to six
months’ notice thereafter by any of the parties hereto for themselves only ; provided,
however, that in the event of this Agreement not securing - stability and equality of

.rates (apart from Clause 5), the shipowners and the South African Trade Assoeiation

ghall meet to discuss the situation, with a view to such. mofifichtion being made as
may be considered nec:ssary, and in the event of no satisfactory agreement being
arrived at, any of the signatories hereto, for themselves only, may withdraw therefrom
on giving three months’ notice ; ‘andir:vided further that this Agreement may be
terminated by any of the parties for themselves only, on giving fair and reasonable
notice in the event of its being held to be a contravention of the Post Office Act,
1911. The Union-Castle Mail Steamehip Company, Limited, may withdraw from
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this Agreement on giving fair and reasonable notice, but their withdrawal shall not
%thprwge Srmﬁ‘a'tf tgxtm Ag}l;gemglt and shiI[‘)pers shall have the liberty to ship By the

nion-Castle Mai eamship Company, Limited, fr 1 Mi -
brough, London and Southamﬁ)ton. pany rom the Continent, Middles

(Merchant's Signatare.., .. .. ...
{Steamship Lines ... .y coove oo ol L.
Date.oo cis s v e 19

......

APPENDIX V.

» Correspondence with Chamber of Shipping and Liverpool Steamship Owner * Associa-
" tion in regard to the possibility of an OPTION betweerll) the REBATIJ;]' grﬁlfeéi‘Eﬁo:rd
an AGREEMENT SYSTEM.

4th July, 1922
Desr Siz,

During the course of the evidence in regard to the deferred rebate syst i
before the Imperial Ship ing Committee by Sir Percy Bates and M. Rs:}ls).eﬁolng?l
behalf of the Chamber o Shlppmg' and the Liverpool Steamship Owners’ Association
Questions were asked as to the possibility of an arrangement whereby the shipper could

s; gtnl;t;n the option of signing an agreement or of remnining under the deferved rebate
4ystem. -

My Committee have since given further consideration to the matter
de‘sn'e.d me to ascertain the detailed views of your Clmmbero azhfol?vllgg?ixeg 1113 ?gilga%:
Rag:?xca})le for steamship owuers through the various steamship Conferences to offer
ﬁ.eu shippers a runming option of the rebate system as at Present operating or a con-
ract in which the main points of general application might be on the I?nes of the
?xgcgozﬁaglv'}o{emé)ﬁ-atrxfixmdot Algrefemer{lt in use in the South African Outward Trade.*
is 1ous that the details of such contracts "eqair : ideratior
It_ls recognised, for example, that provision \vmﬁglﬂl‘}avleeqt%ll%acﬁf&x@l zgns@etat}con.
shipper who had entered into a contract bsing able to revert to the reb. tp systemn
before the expiry of such contract.. ronate systew

ade, it seems desirable that
bate system should not be
if your Chawber could let me

In view of the difficulties at present besetting ocean tr
the report of my Committeein regard to the deferved re
unduly delayed. I should esteem it a favour, therefore,
have their reply as soon as you can make it convenient,

A similar letter has been addressed to the (Liverpoo] St i g’ iati
{Chamber of Shipping). (biverpool Steamship Oveners Association)

Yours faithfully,

(Signed)  H. J. Mackrxpes,
. Chairman,
The Secretary,
Chamber of Shipping of the United Kingdom.

The Secretary,
Liverpool Steamship Owners’ Association.

* See Appendiz IV.
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Chamber of Shipping of the United Kingdom,
28, 8t. Mary Axe,
London, E.C. 3.
28th July,; 1922.
ReBaTEs.
'SIR, "‘ . ’

Your letter of the 4th inst. has béen cavefully considered by the Chamber of
Shipping of the United Kingdom and the Iiverpool Steaxgshlp waiers’ Association,
and we have been instructed to reply theretd as follows : — ~ 2 +

Assuniing a widespread desire among shippers for a Contract Option as an alter-
native to the Rebate System, the shipowners would, we believe, extend such an option,
provided it can be extended without Fl'ejudice to the existence of the Regular Lines
which have been instrumental in building up the export trade of the cguntry!

They are naturally predisposed to view with misgivings the introduction of an alter-
native to a system which for forty years or more has been immensely helpful t@ trade
by providing security of tenure essential to the maintenance bf the Regular Lines.
Tie 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
js practicable. ]

There are, however, certain considerations arising from the suggestion which are
generally pertinent to all trades : —~

(1) 1f the Contract is §o xpn for a definite period, then the shipowners must have
the right, conceded to évery dther trader, of selecting the persons with whom they
make such Confracts and their due fulilment must be guarantged to the satisfaction
«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 finaneial sufliciency becomes of the fivst importance.

(2 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 support is on
the Shipper. s . .

All the books and papers bearing on this point are under the control of the shipper,
and whilst it is a simple matter for him to prove the affirmative, it is almost impos-
gible for the shipowner without access to such gooks and papers to prove the negativé.

(3) The above considerations are of importance in the outward t_mde§ from this
country, however well they may be organised. They are of over\v[mlm}n.g importance
in certain homeward trades in which the shippers are of many nationalities. .

(4) The volume ofjcargoes and the regularity in their flow, vary greatly in the trades.

-covered by the Conferences. It is therefore impossible for the shipowners to assume in

all trades, as under the Sonth Afrjcan Contract, a responsibility in regard to regularity
-of service greater than is assumed under the Rebate System.

(8) The working of the dual system must result in some disorganisation in the
.established practice, introduce some inequalities, and impose a good deal of extra work
on the Lines. :

For these reasons and because Contract
freight, would have a preference over the Reb
say, Y5 per cent, must be made o the ne
made under Contract. .

{61 Each shipper énten'ng into the G b

{@) To give hisentire support tqfhe Conference Lines throughout tHBContract
period, and at the end of that period to produce (if so require® HE& books
and papers Bo that the Linesmay be able to satisfy themselge at such
support h%sbeen given. T *"1"' fisfy the

thi .

s point.

Lines on

bate Shippers. are bound} ‘
o -
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() Topay 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 besn shipping under the Rebate Systemn. This provision
iésll_lecessary to place the Contract Shipper on an equality with the Rebate

hipper. - ‘

(¢} That all questions arisinz under the Comtraet 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
Rebatg System. Y : :

“” ) ~ ..
(d) That if sb reqpitdd e dug, fulglment of the obligations assumed by him
under the Contract shall bs guaranteed by a cash deposit or a banker’s

guarantee. All such guarantees to be given jointly and severally to the
Lines in the Conference.

{e) That each Shipper’s Contract shall be entered into with the Lines in the Con-
ferenwe jointly and severally, and be terminable on either side ou six
months’ noﬁg_@. L™

The $bove conditions would give to'the Contract Shippers all the advantages enjoyed

by the Rebat- Shippers subject only to some addition to the net rebate rate of freight.
he conditions attached are necessary if shippers under both systems are to be placed
on equality. 1t may be that when the nature of these necessary conditions are realised,
the supposed advantage of the Contract System over the Rebate System will disappear.

It is necessary to emphasise this point to guard against the possibility of the offer
of the alternative scheme heing looked o#t ds illusory, but the difficulties are inherent
to the Contract SFsters which, on' the one hand, must be watertight if it is to serve
its purpose as a tie, whilst on the other hand it must not place those who prefer the
Rebate Bystem at a disadvantage. -

We wish, moreover, to reiterate our apprehension ‘that the veinfroduction of th®
Contract System will imperil the maintenance of equality of vates, and involve the
revival of other practices which the Rebate System was designed to abolish,
and to point out that the efficacy of the Contract System as operated in the
South African Outward Trade still remains to be demonstrated. During the War
there was practically no competition. Since the War competition from foreign steam-
ghip lines is reviving and difficulties have already arisen in relation to competitive
freights fixed without régard to the cost of the services rendered.

We are informed that esperience has already shown thatthe pledge given in general
terms by the chippers to accord their entive support to the Conference Lines does not
secnre to those Lines such regularity of employment as will alone enable them to
maintain their services as they are now earried on.

o, If, after reviewing the whole position, the Committee think it desirable, the

" shipowners are prepared in their several Conferences on being satisfied that a substan-

tial majority of shippers in number and volume so desive, to discuss with the shippers

the precise terms upon which the option of the alternative sysiem can be given, :
- RN

We are, Sir,
Y our obedient Servants, .
Chamber of Shipping of the U.K.
(Signed} P. Maurice Hict,
Acting General;Manager, L
Jaeaae] Steamship Owners’ Association.
fomgd) Normax HiEn,
; Secretary.,

: -5
-~
s . ¥ +

Sir H. J. Mackinder, M.P., p
. »  Chairmang

{mperial Shipping Comni
Board of Trade, i :

", Great Georggl

. " »
SGPI, Delli—I[—110—8-2-
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