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UNITED STATES SHIPPING BOARD

ORGANIZATION

On July 1, 1923, the Shipping Board consisted of the following
members: Edward P. Farley (chairman), from the interior, ap-
pointed (recess) June 20, 1923, to serve for the unexpired term of
A. D. Lasker, resigned; T. V. O’Connor (vice chairman), Great
T.akes, appointed June 9, 1921, term five years, qualified June 15,
1921: Edward C. Plummer, Atlantic coast, term three years, quali-
fied June 14, 1921; Frederick I. Thompson, Gulf coast, qualified
June 13, 1921, term two years, reappointed: June 9, 1923, and served
under recess appointment until January 28, 1924, when he was
appeinted for a term of six years; Meyer Lissner, Pacific coast,
term one year, qualified June 16, 1921, reappointed June 13, 1922,
term six years; W. S. Benson, Atlantic coast, term one year, qualified
June 13, 1921, reappointed June 13, 1922, term six years; Bert K.
Haney. Pacific coast, appointed July 1, 1923, qualifying July 2,
1923, serving under recess appointment until January 28, 1924,
when he was reappointed for the unexpired term of four years from
June 9, 1921. )

*On January 28, 1924, Edward P. Farley resigned as chairman of
the board. On the same date an appointment was tendered to and
accepted by William S. Hill, from the interior, to serve the unex-
pired term of Albert D. Lasker, resigned, qualified February 1,
1924, term to expire June 8, 1927.

On February 5, 1924, T. V. O’Connor, vice chairman, was desig-
nated by the President of the United States to act as chairman of
the board, vice Edward P. Farley, resigned, and on February 7.
1924, Commissioner Edward C. Plummer was elected vice chair-
man.

On June 8, 1924, the term of Commissioner Edward C. Plummer
expired. On May 23, 1924, reappointment was tendered to and
accepted by Mr. Plummer, term to expire June 8, 1930. He quali-
fied June 3, 1924.

During the fiscal year the board held 124 meetings, in addition
to a number of special hearings conducted either by the board or by
committees thereof.
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4 EIGHTH ANNUAL REPORT UNITED STATES SHIPPING BOARD
GENERAL

In the last annual report of the board it was set forth that, upon
failure to obtain direct governmental assistance for American flag-
ships, the board had projected a number of consolidations of existing
trade routes and had advertised for sale the vessels necessary to main-
tain these routes, with the provision that the purchasers of such
vessels should give a guarantee of the continued operation of such
routes by American ships. The board felt that, where such routes
could not be disposed of, it was the duty of the board to eliminate
duplication, set up the most economical method of operation pos-
sible, and continue to bear, out of appropriations, the losses incurred
until such time as conditions improved, or other factors changed so
as to make possible the liquidation of the fleet and the conservation
of these strategic trade routes.

Policy Sales.

As a result of the board’s policy of making concession in the price
of vessels to purchasers who would guarantee to maintain them on
specific routes for a period of years, the board sold during the year
10 vessels with a guarantee of operation.

The City of Los Angeles, an ex-German vessel, seized at the out-
break of war, employed until after the armistice as a transport and
later reconditioned for service to South America, was sold to the
Los Angeles Steamship Co. for operation between Los Angeles and
Honolulu. The propelling machinery of this vessel had, through
age and continuous service, reached such a stage that it would have
been necessary for the board either to expend a considerable sum for
new machinery or else to withdraw the vessel from service. The
technical experts of the Fleet Corporation recommended that the
vessel be not reengined at Government expense.

Under the terms of purchase the I.os Angeles Steamship Co. was
obligated to spend not less than $425,000 for the installation of new
machinery. It is understood that, in fact, more than twice this
amount was expended. The board secured by this sale not only the
maintenance of an excellent service between two important ports, but
the continuance upon the active list of an efficient vessel of the type
which our merchant marine seriously lacks.

Seven ships of the so-called 502-foot class, large, medium-speed
freight vessels with a limited, but extremely comfortable, passenger
accomodation, were sold to the Dollar Steamship Line for operation
in a round-the-world service.. The operation of this line is guaran-
teed for a period of five years, and the purchaser is giving a sailing
every two weeks. This is the first round-the-world passenger service
under the American, or any other flag, and will be of most Val—
uable aid to American commerce.
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The W. R. Grace Co. purchased from the board two vessels for
operation from Pacific coast ports to the west coast of South
America. In their contract they agreed to supplement these two
vessels with ships from their own fleet in such a manner that a serv-
ice of four vessels between Pacific ports and the west coast of South
America was guaranteed for a period of five years. Upon the
inauguration of this service the Shipping Board was able to with-
draw the other vessels which it was operating on the route, and either
lay them up or divert them to other services.

Ship Operation. ,

On July 1, 1923, there were 38 managing agents operating vessels
under the M. O. 4 contract. On the same date the board was oper-
ating 356 freight and passenger vessels. It became necessary grad-
ually to reduce the number of active vessels until on June 30, 1924,
there were 317 vessels 1in operation.

Liquidation, in the immediate future, of any considerable portion
of the Government’s fleet having proven to be impossible under ex-
isting conditions, it became apparent to the board in the fall of
1923 that the maintenance of an excess number of operating agents
was no longer justified, they having been maintained largely in the
hope that the vessels might be later transferred to them as owners
or charterers.

The board, therefore, determined as per resolution of November
30, quoted below, to place the operation of its vessels more com-
pletely on a basis of economy and efliciency by increasing the con-
trol of the owner and reducing the managing agents status more
nearly to that of loading agents operating lines for the Shipping
Board, the trade names of which lines were to be the property of
the board. This resolution was intended to provide, first, for the
consolidation of routes to avoid overlapping or duplication; second,
the elimination and consolidation of managing operators to reduce
the number to approx1matelv 25, with possible further reductions
later; thud revamping of the operating agreement to provide for
an adequate fixed fee which shall be the sole compensation of the
operator and entirely. dependent upon the volume of gross receipts,
thus establishing an incentive for the operator to obtain full cargoes;
fourth, to eliminate duplicate organizations in the handling of these
vessels while retaining the supervision necessary to protect the Gov-
ernment’s interests; fifth, to establish closer supervision by the
owner to safeguard insurance, fuel, repair bills, etc.; sixth, to elimi-
nate all fixed allowances; seventh, prohibit subsidiary corporations,
except where specifically authorized; eighth, provide against for-
eign affiliation.
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The resolution of November 30 is as follows:

Resolved, That the principle of consolidation applied in the resolution of
October 12, 1923, with reference to Shipping Board services from the North
Atlantic to the United Kingdom and Ireland, having in view the concentration
of cargoes and eliminating competition between agents of the board, is hereby
approved ; but the details of that resolution are hereby revoked;

Resolved further, Managing Operating Agreement No. 4 (M. O. 4) at present
in force, shall be modified as follows, and, when thus modified, shall be the
basis for operating freight vessels of the board except such vessels as arve, or
may be hereafter, operated by the United States Lines:

(1) The only compensation the agent may receive shall be an adeguate
fixed commission on freight earnings, which commission shall be subject at
will to reductions by the United States Shipping Board when it is shown, in
the judgment of the board, that such commission gives the managing agent
an excessive earning for the services rendered by him and, in addition, such
compensation as may be determined by the board in the case of minimum
cargoes; all other items of commissions or fees shall be abolished.

(2) The practices of granting agents *‘‘ allowances’ or lump sums, respec-
tively, for husbanding the ship, for deck and engine room supplies, and for
subsistence, shall be abolished; and thereafter the agent shall account to
the board tor all such expenditures, and shall confine them within limits to
be fixed by the board.

(3) The trade name under which a line or route is operated with vessels
of this board shall be subject to the approval of this board, and shall not
contain the name of any such operating agent, and which trade name shall
be the property of the Shipping Board.

(4) Any agent receiving, directly or indirectly, any profit or benefit from
services rendered or supplies furnished the vessels of the board, operated
by him, shall credit the amount of such profits on the commissions otherwise
payable to him. No agent, as representative of the United States Shipping
Board, shall trade with any individual, firm, or corporation where he may
have an interest, except first with the approval of the United States Shipping
Board.

(5) Except with the approval of the board, no managing agent shall be
employed who operates, either as agent, owner or charterer, foreign-flag
~ vessels competing with lines operated by or for the United States Shipping
Board.

Consolidations.

In accordance with its determination to reduce overlapping and
duplicate services and to curtail the expense of several shore staffs,
as well as to obtain a greater flexibility with the tonnage in service,
the board determined to consolidate as many as possible of the serv-
ices operating between the same general ranges of territory. The
initial step had been taken in this regard when in the advertisement
of April 28, 1923, 18 general trade routes were suggested. At
that time the board held itself open to bids for the whole or parts
of these trade routes, so that any prospective purchaser of tonnage
might offer to maintain service upon any route that he desired.

The detailed work in connection with this policy of consolidating
duplicate or parallel services proceeded during the.fiscal year, with
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the result that at the close of the year three routes had been consoli-
dated and there was every indication that the remainder would be
completed in a short time. The policy followed by the board was
to secure, if possible, an amalgamation of the several operating
agencies into one organization, thereby conserving the experience
and business-getting connections of all operators. Where this could
not be brought about it was necessary, in the discretion of the board,
to select the operator whose past record and whose known ability
gave the best assurance of faithful and efficient work as an agent
- of the United States Shipping Board.

The Emergency Fleet Corporation.

The shipping act, 1916, provided for the creation of a corporation,
owned, and controlled by the board, to which could be delegated
the technical details of operation of the board vessels. The mer-
chant marine act, 1920, specifically authorized the Shipping Board
to exercise its authority where not otherwise provided either di-
rectly or through the Emergency Fleet Corporation. The board,
therefore, had delegated to the Emergency Fleet Corporation certain
powers by resolution of September 30, 1921, to the following effect:

Whereas the merchant marine act, 1920, provides that the power and au-
thority thereby vested in the United States Shipping Board may 'be exercised
either directly by the board, or by it through the United States Shipping Board
Emergency Fleet Corporation, except as therein otherwise specifically pro-
vided ; and

Whereas in the opinion of the Shipping Board the executive and personnel
organization of the Emergency Fleet Corporation has been completed to such
a standard of efficiency as to make it desirable that the United States Shipping
Board should exercise through the United States Shipping Board Emergency
-Fleet Corporation various administrative powers and functions, thus making it
possible for the United States Shipping Board to devote its attention to study
and determination of the broad and constructive questions of policy relating
to the maintenance, development, and encouragement of the American mer-
chant marine, under the powers and duties imposed upon the United States
Shipping Board by law : Therefore be it

Resolved, That it is the sense of the United States Shipping Board that its
chairman should retire as president and that its members should retire as
trustees of the said United States Shipping Board Emergency Fleet Corpora-
tion, and that there should forthwith be elected a separate president and a
separate board of trustees for the said United States Shipping Board Emer-
gency Fleet Corporation ; and be it further

Resolved, That the power and authority vested in the Shipping Board by the
merchant marine act, 1920, shall, until otherwise ordered by the board, be
exercised by it through the United States Shipping Board Emergency Fleet
Corporation in the following matters, and to the extent and in the manner
hereinafter provided:

1. The operation, maintenance, repair, and reconditioning of vessels provided
that no established line shall be discontinued, or new line established, or alloca-
tion of passenger vessels made, without the approval of the United States
Shipping Board.
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2. The completion or conclusion of any construction work upon vessels which
has heretofore been begun or has been authorized by the United States Shipping
Board. _

3. The sale of vessels (except to aliens) at such prices and on such terms
and conditions as the United States Shipping Board may prescribe.

4. The operation and sale of housing projects, real estate, railroad and other
similar property, subject to confirmation by the United States Shipping Board
before any final contract of sale is made. '

5. The operation and sale of dry docks; all sales to be subject to such terms
and prices as may be established by the United States Shipping Board.

6. The custody and sale of all other property and materials.

7. All accounting for the United States Shipping Board Emergency Fleet
Corporation. :

8. Insurance and matters pertaining to the same.

9. The operation of all piers and pier facilities, provided that no pier or
pier facilities shall be leased without prior authorization from the TUnited
States Shipping Board. v

10. The leasing and rental of office, warehouses, docks, and storage facilities.
11. All matters incidental to any of the foregoing, including the execution of

contracts, charters, bills of sale, leases, deeds, and other instruments necessary
or convenient to the exercise of the power and authority hereby conferred upon
the United States Shipping Board Emergency Fleet Corporation; and be it
further

Resolved, That an accurate record shall be made of the proceedings of every
meeting of the United States Shipping Board Emergency Fleet Corporation and
a summary thereof transmitted to the chairman and each commission of the
United States Shipping Board, and that notices of meetings of the board of
trustees of said Emergency Fleet Corporation be duly sent to each member
of the United States Shipping Board; and be it further

Resolved, That the control of the United States Shipping Board Emergency
Fleet Corporation shall remain with the United States Shipping Board, and
that the president and each of the trustees of the United States Shipping
Board Emergency Fleet Corporation be and hereby are required to deposit
with the secretary of the United States Shipping Board their several resigna--
tions, for acceptance at the pleasure of the United States Shipping Board, and
to deliver to the secretary of the United States Shipping Board their several
qualifying shares of stock in the United States Shipping Board Emergency
Fleet Corporation, duly indorsed in blank for transfer.

In the late fall of 1923 President Coolidge selected L. C. Palmer
as president of the United States Shipping Board Emergency Fleet
Corporation, and Mr. Palmer assumed his duties on January 7, 1924.

It has been the desire of the board, as far as possible, to place the
operation of its vessels on a basis approximating commercial prece-
dent and practices. For this purpose it was felt that the officials
of the Emergency Fleet Corporation in the conduct of its business
should be given a free hand as ministerial officers, reporting to the
Shipping Board as to a board of directors, fixing the broad general
policies to be followed. On January 10, 1924, the Shipping Board
therefore passed a resolution amending that of September 30, 1921.
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The board vested in the Emergency Fleet Corporation detailed
duties which were specified in the resolution as follows:

1. The selection, employment, or removal of all officers and employees of the
Emergency Fleet Corporation and their compensation shall be under the control
of the board of trustees and/or officers of that corporation in the manner
provided for in the by-laws of said corporation: Provided, however, That the
salaries and other compensation of the officers and of the trustees shall be
subject to the approval of the board: And provided further, The employment
of counsel and all litigation shall remain under the control of the Shipping
Board, which shall assign to the Emergency Fleet Corporation such attorneys
as may be needed by the president of the Emergency Fleet Corporation for
the proper conduct of its business.

2. The management, operation, maintenance, and repair of vessels, including
ordinary reconditioning of vessels.

3. The establishment and operation of lines and routes which the Shipping
Board, under the powers conferred upon it by section 7 of the merchant marine
act, 1920, has heretofore authorized and directed or may hereafter authorize
and direct. No established line shall be discontinued or new line established
or allocation of passenger vessels made without the approval of the United
States Shipping Board.

4. The completion or conclusion of any construction work upon vessels which
has heretofore been begun or has been authorized by the United States Shipping
Board. .

5. The sale of vessels (except to aliens) at such prices and on such terms
and conditions as the United States Shipping Board may prescribe or approve.

6. The operation and sale of housing projects, real estate, railroad, and other
similar property, subject to confirmation by the United States Shipping Board
before any final contract of sale is made. k

7. The operation and sale of dry docks; all sales at such prices and on such
terms and conditions as the United States Shipping Board may prescribe or
approve. -

8. The custody and sale of all other property and materials.

9. All accounting for the Emergency Fleet Corporation.

10. The insurance of vessels and other property in its custody, and matters
pertaining to insurance, subject, however, to the control and supervision of the
board with respect to the placing of insurance.

11. The operation of piers and pier facilities owned or leased by the Shipping
Board and at present used by its vessels, and the operation of such other piers
and pier facilities as may be transferred to it by the Shipping Board.

12. The disbursement and expenditure of all moneys arising out of operation,
and such other funds as may be allotted to it from appropriations heretofore
made to the Shipping Board, or which may hereafter be made the Shipping
Board, and also moneys arising from appropriations hereafter made by Con-
gress for the exclusive use of the Emergency Fleet Corporation.

13. The leasing and rental of offices, warehouses, dock and storage facilities
deemed essential by it for its business and for its terminal facilities; but no
lease for a period exceeding one year shall be made without the consent of the
Shipping Board. ’

14. The settlement, including payments or collections, of all matters arising
out of the above-mentioned powers before or after the date of this resolution.

16419—24—2
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* 15. All matters incidental to any of the foregoing powers, including the
execution of contracts, charters, bills of sale, leases, and other instruments
necessary or convenient to the exercise of such powers are hereby conferred
upon the Emergency Fleet Corporation.

Investigation by Select Committee of Congress.

On March 6, 1924, the House of Representatives appointed a select
committee of seven members to inquire into the operations, policies,
and affairs of the United States Shipping Board and the Emergency
Fleet Corporation.

The committee consisted of Wallace H. White, jr., Maine, chair-
man; Wm. B. Bankhead, Alabama; Tom Connally, Texas; Henry
Allen Cooper, Wisconsin; Ewin L. Davis, Tennessee; Frederick R.
Lehlbach, New Jersey; Walter F. Lineberger, California.

The investigating committee made a request upon the Shipping
Board for a large quantity of data to aid them in their work. The
committee commenced hearings on March 22, 1924, and discontinued
the hearings in Washington June 11, 1924. During this time the
committee had taken testimony from most of the commissioners of
the board and from numerous officials of the Fleet Corporation.
They considered it more advantageous to conduct during the summer
an investigation of the European affairs and administration of the
Fleet Corporation, and accordingly went abroad, accompanied by
Commissioners Haney and Plummer. The committee has announced
its intention to recommence hearings in Washington upon its return
to the United States.

The President’s Committees.

On March 12, 1924, the President appointed two committees which
were to report to him upon subjects assigned to them touching
the promotion of the American merchant marine. One of the com-
mittees comprised the Secretary of the Treasury, the Secretary of
War, the Secretary of the Navy, the president of the Emergency
Fleet Corporation, and the chairman of the Shipping Board, who
was designated as chairman of the committee. This committee was
charged with the study and recommendation of types and numbers
of vessels required for our merchant marine, with a view of
adequately caring for our commerce in time of peace and serving as
a necessary auxiliary in time of war. As part of their report they
were to recommend the necessary renewals to the merchant marine
to maintain sufficient strength to meet its requirements from the
‘standpoint of commerce, Army, and Navy requirements.

The second committee consisted of the Secretary of Commerce,
chairman; the chairman of the Interstate Commerce Commission;
the president of the Baltimore & Ohio Railroad ; the president of the
American Steamship Owners’ Association; the chairman of the
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United States Shipping Board ; and the president of the Emergency
Fleet Corporation.

This committee was to study and report upon steps looking toward
better coordination and cooperation between rail and water trans-
portation agencies.

Recommendations.

The merchant marine act, 1920, provides that the Shipping Board
shall, in its annual report, make such recommendations as it believes
would be of value to the American merchant marine. The following
are accordingly submitted : )

Codification of the navigation laws should be pushed to an early
conclusion and the necessary steps taken to simplify them and remove
any conflict.

The United States should pay a Naval Reserve retainer to Ameri-
can citizens during such times as they are serving on board American
ships engaged in foreign trade, such retainer to be conditioned upon
their being willing to serve in the naval forces in time of war.

All earnings from American shipping in foreign trade and all
profits derived from the sale of American vessels should be exempt
from taxation, provided the amount of<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>