


Memorandum of Heagons,

For the appointment of Otha D. Wearin, of Towa,
as & meuber of the Maritime Commissiom,
To fill place now held by Max 0'Rell Truitt,

a8 recess appolntee, vice Joseph P. Kennedy, resigned.
e

Political Angle: As candidate in the Democratic primaries against Gillette for
nomination as Senator, Wearin becanme recognized leader of New Deal Democrats in
Iowa and won support of many politicians who like to strins aleng with the winner.
Anti-New Deal faction in Iowa is nmow lining up support for a delegation to 1940
Convention, instructed for Garner or other Anti-New Deal candidate. They are
making considerable headwsy.

Lack of any recognition since his defeat is undermining Wearin's position
and leasening his influence as Hew Deal leader. Appointment to Maritime Commis-
sion would restore his prestige and enable him to rally the doubters to support
of New Deal delegates to the Conventlon. To be effective, his appointment ghould
be sent to Senate immediately, because New Desl opponents are gaining pround dally
and will have situation sewed up if counter-measures are delayed.

Appointment of Wearin would alsc encourage and hearten New Deal leaders
in other Stataa.

Labor Angles Maritime Commission is Just now "in bad" with maritime labor unions
who regard some members of Commission (particularly Truitt) as hostile to labor.

Wearin's labor record is excellent. He 1s well regarded in both labor camps, and
alao reapected by conservatives, as illustrated by his election to Ways and Means

Committes in last Congress.

Good Administration Angle: Wearin's record in the House shows he has great ability
and is honest, courageous, vigorous, co-operative and efficient. He 18 one of the
young liberals the Administration needs to support and carry out Executive policies.

gualificatlionss Wearin was member of House Committee on Merchant Mardine and Flaher-
ies. He assisted in drafting and passing the Merchant Marine Act, 1936, and is in

syunpathy with 1ts objectives.
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October 14, 1937

Mifemorandum for the President
From Cheirmen Jones, Reconstruction Finance Corporation.

"Joe Kennedy wants us to offer to lend up
to $1,200,000 to a steampship comnﬂny — The
ﬁmerinnn Linas, I believe, is to be the name of it.

"The Dollar Lines wants to go under 77 B
for reorgenization and will transfer to the American
Lines ships to the walue of approximately
$20,000,000 which will be nledged to us as security
for the loan. This Line will inherit the contract,
mail and subsidies, now running to the Dollar Line.
50 that there will be mo interruption to this
service,

viemnedy will probably talk with you
ghout this tomorrow and, as he is in a hurry for a
commitment, we will appreciate word from you as to
vhether or not you think the commitment should be
made. From the meager information we have it secoms

a desireble thing to do.M

The above memorandum wos telephoned by
Chairman Jones from Houston, with the request that

it be sent to you in today's pouch.

R. F.
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b UNITED STATES MARITIME COMMISSION
WASHINGTON
OFFICE OF THE CHAIRMAN May 9, 1938

Memorandum For: The President

Subject: Intercoastal Situation

In accordance with your instructions, investigations
have been conducted with the 1dea of placing sultable
passenger ships on the intercoastal run (New York - San
Franeisco) in lieu of the three Panama Pacific vessels now
off this run and which are destined to be put In operation
between New York and the East Coast of South America. The
following resume i3 submitted:

(a) Polish vessels built in Italy - These
vegsels, PILSUDSKI and BATORY, carry
about 770 passengers (greater than the
Panama Pacifie vesaals§ and therefore do
not fit our reguirements. The informa-
tion available indicates that they could
not be purchased on anything like a sat-
isfactory capital structure basis.

(b) "Buy modern vessels abroad at a relatively
low capital cost® - In addition to the
Polish vessels mentioned above, investiga-
tions were made covering British and German
vessels. The results are quite unsatis-
factory as the vessels cannot be purchased
at anything resembling a low capital cost.

(¢) The Grace Line interests contacted but not
particularly interested except in the New
York - Canal run. They agreed to cooperate
with any line running the Canal - San
Francisco run--results unsatisfactory.

(d) Munson Line - This Line rather badly tied
up in 77-B--so many interests involved that
availability of the ships for intercoastal
service not a likely solution without long
delay--present situation unsatisfactory but
has future possibilities.
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Dollar Line wvessels - No satisfactory solution
with this company as its future existence under
Dellar interests 1s dependent upcn that company
complying with Maritime Commission requirements
in order to avoid 77-B or more complete bank-
ruptcy.

Moore and McCormack Steamship Company - This
company has submitted an offer to run four
Seantie wvessels interccastal--their chief
objection 1s thelr slow speed. Additional
expenditures would be necessary to put on a
shelter deck. They are still in the picture
but not favorably consldered as a satisfactory
sclution.

United Fruit Company - They have made many
offers to cooperate but in each case action
iz complicated by concessions required from
(a) the Maritime Commission, (b) the Marine
Bureau of Inspection and Survey, and (e¢)
utilizing the services of Panama Rallrocad
vessels now under construction at Bethlehem
and due for completion next winter if com-
pleted on time. Frankly, all of their
prooposals require toc much "gquid pro quo"
to be faveorably consldered unless other
necotliations fail.

Panama Railroad vessels - These are three new
vessels under construction at Fore River due
for completion next winter--belong to Panama
Railroad Company--are to be used between New
York and the Canal Zone, If the Presldent

so directed it is believed that these vessels
could be used in the intercoastal trade, that
is, extending their run from the Canal Zcne
tc S8an Francisco. This is a real scolution
but iz some distance away in time as the
vessels are not completed.

Baltimore Mail Line - Extensive negotiations
have been under way for some time and con-
clusion reached on May 7th seo far as the
Commission is conecerned. Letters to the
Baltimore Maill interests and the Unlted States
Lines! interests glving Commission's conclusions
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were sent out on 7 May. Directors'! meetings
are to be held by both concerns during this
week and definite action appears probable
within the next ten days. In the opinion

of the Commission these vessels on the inter-
coastal run appear to be the most satisfactory
solution of the problem that is available

and the Commission 1s proceeding accordingly
taking all practicable steps to see that the
deal is consummated at the earliest possible
time. There are twe angles to this solution,
namely, (a) operation of these 5 vessels
intercoastal by the United States Lines, and
(b) sale of these vessels to the Grace line
for intercoastal operation. MNegotiations
are proceeding on both angles.

E. 8. Land
Chairman
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Beptember 7, 1939

MEMORANDUM FOR  ADMIRAL LAND

I vholly approve your memorandum
of September lt.'_nh in regard to accelera-
tion of merchant ship programs. I am
partioularly glad that several West Coast

and several Gulf Coast firms will probably _
obtain ocontraots.

F. D. R, fdr/tmb




THE WHITE HOUSE
WASHINGTON

9-6-39

MEMORANDUM FOR THE FPRESIDENT ; :
This is an interesting report from

Jerry Land, on the status of the U. 8.

Maritime Commission's merchant ship pro-

gram, with suggestions for emergency

Gt —

E. M. W,

excelleration.




UNITED STATES MARITIME ComMMmissIoN
WASHINGTON

OFFICE OF THE CHAIRMAN September 6, 194w

MEMORANDUM for The President:

SubJect: United States Maritime Commission Merchant Ship
Program - Accelerstion of

Confirming our brief discussion of September second, the
followlng ie subtmitted:

(a) Our present epproved program is approximately 50
ships a year for 10 years.

(b) Our present position is: 74 ships contracted for;
18 launched; 10 delivered.

(e) Our proposal is to accelerate this program by
contracting for 66 asdditionsl ships, i.e. really advanc-
ing the program one year, all of these 66 ships being
cargo vessels.

Our ressons for this acceleration (other than the obvious
reasons) are:

(1) With our present set-up (blds on C-1 in process of
negotiation) we can accomplish the contracting for 66
ghips in about a month with reasonable prices now certain.
Future prices are very uncertain.

(2) Prices are hardening, particularly suxiliary and
equipment prices.

(3) Shipbullding capacities and facilitles exist; they
are avallable now and may not be later.

(4) Eliminating emergency conditions, we have prospec-
tive purchasers or charterers or both for about 90% of
these 68 ships.

(5) These ocontraots can be awarded now in an economical,
orderly and proper manner giving full weight to distribu-
tlon of orders to shipbuilding firms, propulsive machinery
firme (turbine and diesel)eto.

(Two - possibly three - West Coast firms will
obtaln contracta. Two - posslbly three - Gulf Coast
firme will obtain contracts.)




MY ey g

) 2lViEs WVYESILLINE OO MIE O

-8=

Section 701 of the Merchant Marine Aot of 1938 reguires
Presidential approvel of the motion recommended insofar as
the mcceleration proposed is concérned, you having already
approved our long-range program,

Your preliminary epproval of this acceleration is
urgently recommended by the United States Maritime Commission.

Formal resolution adopted by the Commission pursuant to
Sectlon 701 of the Merchent Marine Act of 1936, as emended, will
be submitted to you promptly if our proposals as outlined herein

meet with your epproval.
I shell be glad to go over the subject matter in detail at
any time that sults your convenience.

Chairman.
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With warm perscnal regards,

Bincerely yours,

John Bosttiger.

United States Maritime Commipsion,

mn- [+

Homorable Emory 5. land,
Chalrsan ,



DEPARTMENT OF LABOR .
OFFICE OF THE SECRETARY r.
WASHINGTON

April 10, 1939

Memorandum

From: TFrances Perkins
Res Hiring Halls

This is wlth reference to the problem presented by
the Sailors Union of the Pacific with respect to the refusal
of the Maritime Commission to hire seamen on boate operated
by managing agents under contract with the Maritime Commis-—
sion from hiring halls maintained by the union. The problem
is further aggravated by the amnouncement that the Maritime
Commission is to establish their own halls on the West Coast.

It appears that the Maritime Commission insists they
are legally bound to set up these halls because, first, the
Aet of June 7, 1872 (46 USCA 545) creating Shipping Commis-
gloners and thelr dutles provides they may afford facllities
for engaging seamem. The courts have held that this arrange-
ment is merely permissive and not mandatory (Street ve. Ship-
Enma:rf Asgpociation, 299 F. 5; The Sharon, 52 F, (2d) 481

1931).

If the contention of the Maritime Commission 1s correct
on insisting that seamen on boats operated by their agents must
be employed under the 13872 Act, it would then seem to follow
that private ships must also comply by engaping seamen under
this Agt. However, this 1s not true since it has long been the
practice of private ships to hire through union hiring halls.
Further, since the policy of the Government on labor relations
is to encourage collective agreements, and since it seems that
the Maritime Commission is not compelled to hire under this fAct,
they should conform to the general policy of the Government,
until such time as some positive statutory enactment forces them
to hire through Government mainteined hiring hallse.

Secondly, the Maritime Commission has held that seamen
on boats operated by thelr maneging agents are Govermment em-
ployees. The N. L. R. B. has held otherwise in the Cosmopolitan
Shipping Co, case, 2 NLRB 759. In this case the terms of the




operating agreement between the Maritime Commission and

the company provided that the latter undertake to man, equip,
supply, etc. and operate the wessels, the actual cost to be
paild by the Government, with the exceptlon of overhead for
which the company receives a fixed sum per month. It is also
provided that the vessel be manned by crewe obtained so far

as possible through the shipping service of the Department of
Commerce. The Board stated that it seemed that the Government
in turping over the operation and management of its vessels

to a private corporation under the existing agreement has
avolded rather than agsumed the responsibility of an smployer
and found that the company in hiring the licensed engineers

employed on the ship it operated was an employer under the
proviaions of the Act.

Since the boats are operated by an agent for the Mari-
time Commission it would seem that the seamen on the boats are

not Goverpment emplovees any more than are the workers undsr a
contract for building construction, the title to the site of
which is in the Federal Govermment. In such cases it is well
settled that the contractor is the employer.

The course of action adopted by the Maritime Commission
geems to be distinctly contrary to the Government's policy of
encouraging collective bargaining, and is not in keeping with
the policy adopted by other Federal agencies who employ per-
ponnel for the operation of boats such ms the Army Transports
and the Inland Waterways Corporation. These are employed
through union hiring hallas.

It 18 my underatanding that the former Secretary of
Commerce promulgated an order based upon the 1872 Act which was
used as the basis, if not the authority for the present Mari-

time Commission hiring hall program.

1, It eeemns to me that o

in the absence of some positive statutory provieion to the con-
trary. It is further my understanding that the Executive Order
on Govermment personnel has been used by the Civil Serwvice Com-

mission as the basis for an order indicating that geamen on the
operating agents boats are under Schedule A and therefore exempt.




=
2. This does not seem controlling but has a tendency
to add color to the contention that seamsn on these boats
are Government employees. It seems to me ord

ghould likewise be rescinded,
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THE WHITE HOUSE ,&.
WASHINGTOMN L
EERSONAL May 8, 1939.

MEMORANDUM FOR
ADMIRAL LAND *

FOR YOUR INFORMATION

F. D. R,

Letter from John Boettiger in
re labor troubles in the shipping
industry on the West Coast.




THE WHITE HOUSE
WASHINGTON

April 21, 1939,

MEMORANDUM FOR
THE PRESIDENT

I had a long talk with
Admirsl Land following my talk
with you when you had a similaT
telegram a week ago from John,

I went over the whole
gituation with him and what the
legal aspects of 1t were and
our Solicitor's opinion. I told
him that you told me to tell him
that he ought, while not making
a contract, to use the hiring
halls and say nothing about it.
He then agreed what we should
do would be to let the thing
glide while our sclicitors re-
canvassed the situation, and
that if he was assured that 1%
was not illegal for him touse
the hiring halls, he would use
them in an informal way. On
that basis Lundberg went back
to the West Coast and we thought
it was all settled. He was not
to use the shipping commissioners
but to use the hiring halls.
Hopkins wrote a letter saying that
he would not use the Commissioners
but the hiring halle,




THE WHITE HOUSE
WASHINGTON

-2-

Then Land, without referring
the matter to me or Hopkins, sent
a very forceful telegram in which
he told them he sald nothing of
the sort and that his position

was the same, His lawyer is not
willing to go along at the present
time.

If you Btill want me to
prese it over here, I shall be
glad to. I know there will be
trouble and I see no reason to
provoke it - I agree with John.

FRANCES E, PERKINB

I am very sure the ships
are not sailing - I am watching
the situation - eo there will be
no immediate trouble, Perhaps
you would like to get this word
to John.




RADIOGRAM
R.C.A. COMMUNICATIONS. INC.

ORATION OF AMERICA §

TO ALL THE WORLD — BETWEEN IMPORTANT U

RECEIVED AT 1112 CONNECTICUT AVE.. WASHINGTON, D. C., AT_________STANDARD TIME
SE5SWCL SEATTLE WASHN 74 NL 20 624P 1939 AFR 21 2y |3 37 s

HONORABLE FRANKLIN D ROOSEVELT v

THE WHITE HOUSE WASHINGTON DC

PERSONAL AND G-ONFL-DENTHAL. IF ADMIRAL LAND CARRIES OUT HIS ANNOUNCED

POLICY FOR GOVERNMENT HIRING HALLS AND ATTEMPTS TO SEND SHIPS TO

SEATTLE ON THAT BASIS, | FEEL SURE THE ACTION WILL TIE UP ALL SHIPPING

ON THE PAEIF’IE COAST. YOU OUGHT TO KNOW, BUT PLEASE DONT TELL JERRY | WIRED

YoU. | HAVE PREVIOQUSLY GIVEN HIM ALL FACT CONCERN ING THIS END OF

CONTROVERSY BUT APPARENTLY HE EITHER WANTS A FIGHT OR DOESN'T BEL IEVE ME
JOHN BOETTIGER

Ll 1 ird this orl | RADIOGRAM should be pressnted af the office of
Telephone: Natlonal 2600 o EodEMURICATIONS, Ine. I;'hlaphnnaﬂn;u!ﬂn Qquite the number prededing the piace of origin,

Ferm 11TWN-—TD BB



d . I'&I/-.S‘ bky} &)’FMH _.___n__ 4
THE WHITE HOUSE S —

WASHINGTOMN
May 23, 1939.

I L T

MEMORANDUM FOR THE PRESIDENT:

Mr. Max Truitt, now Commissioner

i

et the Maritime Commission, is holding

his position on a recess appointment.

He called todey to explain his
‘great desire to be reappointed, and
respectfully called attention to the fact
that if he was not nominated during this

segsion of Congress, his appointment

would cease at the end of the session.




THE WHITE HOUSE
WASHINGTON

F. D. R.




’”V UNITED STATES MARITIME CoMMISSION
k- WASHINGTON
OFFICE OF THE CHAIRMAN June 14, 1939
EONFIDENTTAL

Memorandum for The President:

With reference to your memorandum of June 7, I
have cobtained the following information:

The Grace Steamship Company operates the service
to South Amerlea, including Venezuela, and they inform
me that 1f cne of their employvees were to be transferred
to Caracas to do similar work and maintain similar
living conditions no inerease of salary would be given.
If entertaining in the business sense were required,
an expense account would be allowed to cover this added
expense. However, they alsoc state 1t tc be one of the
most expensive locations in the world.

Une of our young lawyers visited Caracas on a
business trip for the Commission and he has informed
me that living conditions are very high; for example,
he shared a small room with ancther young gentleman
for a short time and with this arrangement the cost was
approximately $13.00 per day each.

As you know, Venezuela 1s one of the few countries
remaining on the gold standard and if any emplovee is
pald in American dollars living expenses are consldered
very high. It i1s understood the State Cepartment and
others pay thelr employees in Venezuela a "currency
differential adjustment"™ to cover this added higher cost.

However, from information available, the differ-
ential would more nearly be 70% to 80% rather than 2%
times as mentioned in your memorandum.

/M

Ef 8. Land
Chairman
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QUSE
WASHINGTOM

September 21, 1939

MEMOHANDUM FOR THE FRESIDENT:

Chairman Bruere, of the Maritime Labor
Board, telephoned that as a result of conferences
eoncluded in New York all of the boets affected
by the maritime strike will be releassd tonight,
preparatory to proceeding to sea. The "American
Trader®, aboard which the original trouble started,
will leave tonight or in the morning and the
Miasoington” and "Excambian". will leave tomorrow
noon.

0. 8, 5

WILLIAM Do HASEETT
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THE WHITE HOUSE 3 i
WASHINGTON .T\'

Hovember 1, 1939.

PA:

Thie is very confidential. I want a
meeting between Jerry Land, Robert Bruere
and myself next week after elsction. Kesep
it very confidential.

F.D.R.

UMM




) MARITIME LABOR BOARD
! WASHINGTON

| ROBEAT W. DAUERE, CHAIRMAN
% LOUIS BLOCH
CLALIDE E. SEEHOMM

October 20, 1939.

|

Mrs. Franklin D. Roosevelt
Hyde Park, New York

My dear lrs. Roosevelt:

As you requested I have prepared a memorandum on the
document *Summary of the More Specific Instances of the
Anti-Labor Policies in the Maritime Industry Followed by
the Maritime Commission,® which you called to my atten—
tion and which we discussed informally at the White
House on Friday, October 13.

This equally informal memorandum, which I attach, has ‘
been made with the cooperation of my associates, Dr. Louls
Bloch and Nr. C. E. Eﬂﬂhﬂrﬂ-

I have omitted amy reference to the activities of tha
Bureau of Marine Inspection and Navigation as they affect
labor, collective bargaining or the operation of labor
agreements slnce the Bureau is not subject to the T. 5.
Meritime Commission but is & burean of t.l:.a Department

of Commerce.

o My asscclates and I deeply appreciate your interest in
the problem in which our Board is concerned. We should
be heppy 1f with your cooperation we might find a way to
better understanding and more effective cooperation with
the U. 8. Maritime Commission.

Sincerely you.ra,

Y




Memorandum on "Summary of
the More Specific Instances
of the Anti-Labor Policles
in the Maritime Industry
Followed by the Maritime
Commission."”

October 20, 1939.




Labor Policies of the
U. S, Maritime Commissiop

In the formulation of its labor policies, the United States
Maritime Commission has at no time invited the cooperation of the
Maritime Labor Board. For thie reason, the Board does not possess
the detailed information which would be required to determine whether
all allegations made in the "Summary of the More Specific Instances
of the Anti-Labor Policles in the Maritime Industry Followed by the
Maritime Commission" with respect to the labor poliay of the Commis-
pion are true and accurate in all particulars.

Some of the mattere dealt with in the "Summary® have come to
our attention only indirectly through complaints made to us hy repre-
sentativea of the maritime unions. The U. S. Maritime Commission is
not reguired by law to consult with our Board on labor policy and has
refrained from all such uunuui‘t«ntinn even when controversies between
the Commisslon and the maritime labor unions interfered with the
free flow of water-borne commerce. In casea where the Maritime Labor
Board, upon request of the unions, has sought the cooperation of the
Commission with respect to policies which were causing great unrest
among maritime workers, the Commission showed lack of interest in such
cocperation. This wae so in the matter of the Commission's policy on
union hiring halls and in the matter of war risk compensation for

seafaring men.
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The Board's direct experience with the Commission compels
esubstantial concurrence with the contentionm lldn by the author of
the "Summary® that the labor policy of the U. S. Maritime Commission
"gan only be characterised as anti-labor.w

Minimm Wage Scales, Minimm Manning
Scales and Minimum Worklng Conditions

On page 2 of the "Summary® it iz stated that in fixing minimum
wage scales, manning scales, and minimum working conditions for sub-
gldized vessels, the Commlssion "adopted for east coast vessels the
provisions urged by the operators . . ." The Commission, it is
further alleged, has described these minima as " 'reasonable, proper
and lawful!.®

The "Summary® also states, "The operators have used this as a
club over our heads ever since, refusing to grant better conditions
than those "approved' by an agency of the United States Govermment.®

Comment: Section 301 (a) of the Merchant Marine Act, 1936,
requires the U. E. Maritime Commission to fix "minimum manning
scales and minimum wage scales, and minimum working conditions® on
eubsidized merchant vessels. In compliance with this provision the
Maritime Commission issued General Order No. 15 on October 21, 1937.
This order contains the phrase "reasonable, proper and lawful® in
reference to the minimm wage scales established by the Commission for
subeidized vessels; it also specifies "that the minimum-wage scales so
provided shall be without prejudice to the right or obligatiom of any
contractor to psy, whether as a result of collsctive bargaining or
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otherwige, or to the authority of the Commission to allow in compting
the amount of operating-differential subsidy, wages which may be in
axcess of those provided by the aforesaid minimm wage scalss.*

The power of the Commission to determine minima on subsidized
vessels and maxima on govermment—owned vessels pute it in a strong
position to affect the conditions of employment of seamen not only
on subsidized vessels and on its own govermment-owned vessels, but
also on privately owned vessels which do not receive subsidies. For
instance, the minimum wage for able-bodied seamen on subeidized vessels,
fixed by the Commission, is $72.50 a month plus board and lodging
aboard vessels. Thaaamwaguiﬁfindturthaﬂolmiaainnaﬂthu
paximuy monthly compensation for able-bodied seamen on its own govern—
ment—owned vessels. This fact is bound to influence ship operators
when they are confronted by undon demands for an increase in pay above
£72.50 a month. Moreover, the operating-differential subsidies granted
to shipowners are based, in part, upon a monthly wage of %72.50 for
able-bodied peamen. Under the circumstances, it appesars to us natural
that the subsidized operators should look to the Commission for advice
before granting arqr increase in wages or before gramting any other
concesalions t.u seamen in working and living conditions which would
result in increased operating costs.

8o long as the U. 5. Maritime Commiseion has the power to

fix wages and working conditions for seamen on subsidized vessels
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and on govermment-owned vessels, ite labor policies will be of vital
concern to the maritimes labor unions.

There is indeed a question in our mind whether the same agency
which is charged with the dutialuf‘bu:ll:lin,;;a.n:‘ruhnnt marine,
cperating government—owned vessels, and fixing water-transportation
rates should also be the agency whose duty it is to fix wages and
working conditions for the merchant marine personnel.

The Interstate Commerce Commlssion, for lmstence, does not
determine wages and working conditions for railroed employees. Such
conditions are left to the determination of employers and employees
in the railroad industry through collective bargaining. The U. 8.
Maritime Commission seeks, in the public interest, to keep down
water transportetlion rates and the operating costs of govermment—owned
vessels as well as the operating costs of subsidized vessels. These
objectives are frequently in conflict with the objectives of unions
to secure better wages and working conditions for thelr members.

Denial of Seamen's Collective
— Bargaining Rights

On pages 3, 7, 8 and 9 of the "Summary® it is alleged that
the National Labor Relations Board, because of prepsurs from the
Ue S« Maritime Commission, held up official certification of the
Natiopal Maritime Union on the merchant wvessels owned by the govern—
ment and operated by agents for the account of the Commiselon.
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Comment: We do mot kmow whether the Natiomal Labor Relations
Board failed to certify the National Maritime Union on the Commission's
vessels because "of pressure brought upon it by the Maritime Commission.®

We do kmow that electlons have been conducted on the Commlssion's
vessels ty the® Netional Labor Relations Board, as is stated in the
"Summary® with the result that the National Maritime Unlon was chogen
as the representative of employees on such vessels, but that the re—
sults of the election have never been put into effect.

It is the opinlon of the Maritime Labor Board that if the U, S.
Maritime Commission were gulded by imner comvlction that unionism and
collective bargeining are to the interest of the efficient operation
of the maritime industry, it wounld not take a view of labor relations
so narrowly legalistic as to preclude the possibility of collective
bargaining between employees of such merchant vessels and the agents
who operate them for the account of the Maritime Commiseion.

Zhe Hiring Halls

On page 3 and on pages 9 through 16 of the "Summary® it is
alleged that the U. 5. Maritime Commission "revived the old U. S.
Shippding Commlssionara' 'hiring halls' and ammounced ite intention to
bire all seamen for its own vessels through that channel without regard
to nam‘baﬂhip‘nr non~pembership in any union® in order to disrupt the
marltime unions who beliove that their existence depends upon the use
of union hiring halls by maritime employers.

Comment: A study of the Congreseional Record at the time of

the enactment of the law of 1872 nz'-aating the offices of the U. 5.
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Shipping Commiseioners, clsarly shows that the purpose of that law
was to protect seamen against false and frawdulent overcharges ty
boarding-house keepers and against other sharp practices of the then
prevalent "crimp joints.®

The U. 8. Maritime Commission resorted to the biring functions
of the Shipping Commissioners' offices because the Commission holds
that employees on government—owned merchant vessels are govermment
employees, and cannot, therefore, be hired through hiring halls through
which oply unlon eeamen can be hired.

The establishment of union hiring halls was a major issue in
the 1934 and in the 1936-1937 strikes of seamen and longshoremen. The
Hational Longshoremen's Board, appointed by the President in 1934,
handed down an arbitration award establishing hiring halls operated jointly
by unions and employers for longehoremen on the West Coast. Later the
seafaring unions, both on the West and East Coasts, won recognlition of
full union hiring halls from shipowners hy economic force and through
collactive bargaining.

At the present time shipowneras and the National Maritime Union
on the Atlantic Coast are negotiating for a renewal of their contract,
and the union hiring ball is a prinecipal object of attack by the
employers. ("Summary® page 22 "Present Contract Negotiations!)

On the total record the Maritime Labor Board concurs in the
conclusion expressed in the "Summary® thet the Maritime Commission's
attitude is influencing the attitude of the shipowners in their
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opposition to union hiring halle. An important contribtuting factor
to this conclusion on the part of the Maritime Labor Board ie the
racord of ite own direct experience with the Maritime Commission in
the comsideration of the hiring hell problem.

Maritime Training
On pages 4, 20, and 21 of the "Summary," it 1s alleged that

the Meritime Commission did not keep faith with the maritimp uniona
in commectlon with 1te program for training merchant sesmen.

Comment: This allegation is based upon the alleged fact that
the Commission pecured the cooperation of the maritime unions in the
matter of training merchent seamen bty (1) agreeing to enroll only
persons with two years' seafaring experience and alse by (2) agreeing
that important changes in this policy would be made only after con-
sultation with the unions.

We do nmot know Just what the understanding wae between the
unions and the Commlesion. We kmow it tc be true that while the
Commission at first confined ite training program to persons with
two years' seafaring experience, it changed this policy as of
September 1, 1939. Since that date the enrollment of students in the
United States Maritime Service has been open to "licensed and unlicensed
personnel of the United States merchant marine who comply with require-
ments prescribed Ly the Commission as well as to young American citisens
between the ages of 18 and 25 years who desire to train for service in
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the American merchant marine and who qualify for such training under
regulations prescribed by the Commission.®

Our best information is that while the CID Hational Maritime
Undon at first cooperated with the Commission in the matter of train-
ing echools for merchant seamen, the AFL Sailors' Unlon of the Pacific,
from the beginning, opposed these training schools and warned its
members against enrolling in them.

When the Commission changed ite policy with regard to admitting
only men with peafaring experience to its trainming schools, the National
Maritime Union also withdrew its support from the Commission's train-
ing program.

Because there has been a great deal of unemployment among
seafaring men, the unions have been fearful lest the Commission will
flood the labor market with trained non-union seamen. The maritime
undons consider the present training program of the Commission a
serious threat to the economlc security of the men already sngaged
in the merchant marine industry as well as a threat to the very
exietence of the unioms.

Har Risk Compepsation
On pege /4 and on pagee 23 through 26 of the *Summery® it is
alleged, among other things, thet "During the recent attempt by the
eeamen to establieh war risk compensation and insurance, the Commission
stepped in at a critlcal time and announced & wholly inadequate com—
pensatlon for its own ships, thus putting the unions in the position
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of refusing to accept a standard deemed 'fair! by the Pederal
Government. . ., HNaturally, the reason the Commission anmounced that
settlement at that time was to put the wnlon at a disadvantage in
negotiations with the’ shipowners. . .

M: The experience of the Maritime Labor Board with
the Maritime Commission in comnection with the "war bonusn® problem
ag affecting the movement of vessels at & time when the repatriation
of American citisens was a matter of critical public concern, further
etrengthens the impression that the policies and practices of the
Commission are unsympathetic to labor and labor's orgapizetions,

On Thursday, September 7, the Chairman of the Maritime Labor
Board was advised by Mr. Joseph Curren, President of the National
Maritime Unien, that the problem of manning vessels in the Port of
New York was being made extremely difficult by the inability of the
Union to secure any definite statement from the operators on the
subject of bomuses to seamen on vessels that were to enter the war
Zones. Mr. Curran stated that the employers assured him that they
could take no definite action without tha approval of the Maritime
Commission.

In order that the Board might cooperate effectively in the
solution of the problem, the Chairman lmmediately reached Admiral
Land in Washington by telephone from New York; stated the problem
ag it had been presented by Mr. Curran; and asked Admiral Land for
advice. The Admirsel's response did not invite cooperation but
rather admonished the Chairman to say to Mr. Curran that if any more
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boats were tied up, "he is likely to get an Executive Order covering
all maritime persomnel into the Navel Reservej this is mot a threat
but a statement of fact.®

In view of the Admiral's attituds and the desire of the
Maritime Labor Board to avold any action that would aggravate the
problem, the Board mede an appointment with Admiral Land for one
of its mediators, with & view to securing all facts in the case
and promoting effeective cooperation.

Admiral Land received the Board's representative most
courteously. At his suggestion, the Board's representative reached
Mr. Curran by telephons in New York with the result that Mr. Curran
came to Wiashington on Saturday, September 9, for a conference with
Admiral Land, members of his staff, and the Maritime Labor Board's
representative.

It was the Board's understanding of this conference that
Adwiral Land was not prepared to announce the Commission's policy
with respect to war bomusem and that he desired the representatives
of the maritime employees and employers first to arrive at an agree—
ment through collective bargaining.

With this understanding, the Board assigned its representative
to confer in New York with Mr. Curran and with the owners of the vessels
and, in cooperation with Admiral Land, to sesk to bring about a compre-
hensive agreement. It was further understood that at the appropriate
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moment representatives of both pides would be invited to Washington
for & conference in the offices of the Commiseion at which it was
boped that a patisfactory agreemsnt would be reached.

For a periocd of ten daye the representatives of the Union
cooperated fully with the Maritime Labor Board. Repeatedly, the
representatives of the employers refused to enter into Jjoint nego-
tistions, whersupon the Unlon formally requested the services of the
Maritime Labor Board. The Board, in turn, formally accepted the case
on Monday, September 18.

Through the efforte of the Board's representative, an informal
joint conference was held in New York between the parties on September 19
and they agreed to meet formally at 10:30 a.m., September 20. However,
the employers falled to appear for that meeting.

While, under its dnderstanding with Admiral Land, the Maritime
Labor Board was thus seekdng the pettlement of the issue through col-
lective bargaining and on terms which would be mutually satisfactory
to the parties and in the public interest, Admiral Land - without
motice to the Board — advised Mr. Curran and the employers in New York
that the Commission had relessed a statement granting, among other
things, a 25 per cent wage increase to employees on govermment—owned
vegeels operated on the Commission's account. (0On the basip of the
$72.50 monthly wage for able-bodied seamen, this amounts to an incresse
of $18.125 a momth. The Unlon's original demand was for e war bommus

of £250 a month.)
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Upon receipt of this informetion from its representative in
New York, the Maritime Labor Board called Admiral Land for confirmation.
Admira]l Land advised the Board that the terms Just released had been
decided upon ten days before; that is, at about the time when on
behalf of the Commission be had entered into cooperative relations
with the Maritime Lator Board.

The employers immediately adopted as their own the terms
promulgated by the Commlssion as minmdma. Collective bargaining on
the issue was brought to a full stop. Because of the eritical
situation, the Maritime Labor Board exerted its influsnce to have
the representatives of the.Union accept these terms with the proviso,
however, that conferences should immediately begin looking to the
improvement of the terms. In the case of the subsidized cperators,
these conferences have been without effect up to the pll*aaunt time.

As a result of this epdsods, the representatives of the
seamen have challenged the dependability of government agencies as

impartial interveners in labor disputes.
B
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See: Newtrality folder<Drawer 2-1039
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For Admiral Land's memo of Hov B, 1839
SubjeotiTranafer of reglstry of Amerloan vessela

SeetNeutrality folder=-Drawer 2-1538
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Hovember 13, 1939.

MEMORANDUM FOR THE FPRESIDENT:

Secretary Hull asked me te give you the following
respeotful suggestlon:

"That the idea of tramnsfer of title or sale of
the U.8. Shipping Line vessels in controversy, be held in
aheyance until we know whether or not we will need these
vessels. He thought perhaps the ships could be told to make
certain runs that might be profitable and the hope held out
o them thaet the recommendation would be made to Congress on
its convening in January, to indemnify these vessels for any
loss they might have inourred on these rums."

E.M. W,

For original memo--8es; Neutrality faolder-Drawer 2-1939




Memorandum for the Presids
From Louis Johmsom 7
N
Bubject:Proposed aoquisitiom by the War Dept of U.8.
surplus by the ;—msw Aot > -

SeetNeutrality folder=Drawer 2-1939
!
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Admiral Land's memo to the President of Des 22, 1933

Re-Resume of aotion taken to date to take care of privately
operated lines seriously affected by neutrality
legislation (regular ser¥ice prohibited)

See:Neutrality folder-Yrewdr 2-1939
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MEMORANDUM i

Under statute law it is the function of the Maritime
Commission to approve or disapprove transfer of registry of
American wvessels. This function is exercised many times through-
out any given year and has been exercised with great frequency
by the Maritime Commission since it came into office. This
includes sales at home and abroad for scrapping, for operations,
or for any other purposes which may be contained in the appli-
cation. Each case 1s considered on its merits and action
taken accordingly.

Even the surrender of marine documents due to transfer
of ownership by American citizens or due to reclassification
are subjects which must have the approval of the Maritime Com-
mission.

The general public does not appear to understand that
matters of transfer of registry, charters, sales, and so forth,
are practically matters og every week occurrence at all times
in the regular routine business of the Maritime Commission.

It 1s a matter of Interest to note that there have been
and are a great many American-owned vessels which fly forelgn
flags and this has been common practice for a great, many years.
Outstanding examples are United Fruit, Standard 011, I.F.C.,
and so forth, and so forth. In addition to these large
companies there are many small firms made up of American
citizens who operate ships under foreign flags.

Attention is invited to the fact that there are 70 odd
German merchant ships in the harbors of the Western hemisphere.
Ample evidence is available to the effect that steps are be-
ing taken to elther sell these ships or transfer their German
flag to that of some neutral country. It 1s understood that
some of these German ships have already been offered to
American ecitizens.

It is my undarstanding that the Neutrality Act was passed
for two primary purposes: (a) safeguard the American flag, (b)
safeguard American citizens., If this premise is correct it
definitely follows that there is no evasion of the Act by trans-
fer of registry to a foreign flag, particularly if that foreign
flag is one of a neutral country. It further follows that such
action conforms with both the letter and spirit of the law,

Aaser

E. ‘8. Land =
Chairman
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UNITED STATES MARITIME COMMISSION
WASHINGTON

OFFICE OF THE CHAIRMAN

Hovember 8, 1939

MEMORANDUM FOR THE PRESIDENT

Subject: Transfer of Vessels to Foreigm Flag

Under Section 2 of the Neutrality Act of 1939, it is unlewful for
vessels of United States registry "to carry any passengers or any
articles or materials" to belligerent stetes in Testern Europe, and
under Section 3 of the Act, it is unlawful for any such vessel or any
Americen citizen, to enter the combat area defined in the Proclamation
of November 4, 1939. The result is thet certain Americen steamship
lines are prohibited from continuing their previously existing ser-
vices.

The Act contains no provision for the disposition of the wvessels
which are tied up because of these provisions, and the prospects for
gllocation of any considerable number of them to new routes are not
bright,

The owners and operators, therefore, propose to adopt the only
courge of action open to them, that is to sell the vessels to & foreign
corporation and to transfer them to foreign reglstry. This can be dome,
however, only with the consent of the Maritime Commission under Section 9

of the Shipping Aet, 1916, as amended.

Section 9 of the Shipping Act, 1916, as amended

This section prohibits the sele of American-flag vessels to forelgn
purchesers, or their transfer to foreign registry without the approval
of the Maritime Commission.

This section wag criginally enacted in September, 1916, while the
World War was in progress. As originally enacted and as amended in 1918,
the messure did not glve the Shipping Board (the Maritime Commission's
predecessor) suthority to prevent sales foreign. The section then per-
mitted an Americen owner to sell his vessel foreipgn and to tranefer the
flag, but on the condition that "puch vessel is firgt tendered to the
Board at the price in good feith offered by others", or if there was no
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such offer, appraisers were to determine the fair velue as a rejection
price for the Shipping Board.

The section was amended in 1920 to provide for absolute restrictdon
on sele or trensfer foreign unless the Shipping Board approved. Thie i8
the substance of the section as it now 1s.

The purpose of the present provision is to give an agency of the
Government power to prevent the removal of 2 private eitizen's property
(a vessel) from the control of our laws when public interest demands that
it contimue to be available for the transportation of our commerce or for
the national defense., No similar restriction in peace-time is placed on
our citizens with respect to other property, nor by shipowners of other
nations generally, ©Such an extreme power ghould be exercleed speringly,
perticularly when our country is not at war. Its unreasonsble exercice
might defeat its purpose in the long rum, and prevent investment of capital
in new Americen-flag tormage. The power to weigh the considerationms and
to determine where the true nationsl interest lies, is vested by law solely
in the Maritime Commissaion.

Applications for seles and transfers foreipn are not unusual, Hardly
a weelk goes hy without the filing of guch applications with the Commission.
Fach applicetion is considered upon its merits.

Tmportant Facts Involved in the Application of
the United States Lines, Inc. for

Sele Alien end Transfer Foreigm

The following facts are impertant in comnection with the applicetion
of the United States Lines for the sale of nine (9) vessels to & foreign
gorporetion and for their transfer to a foreipn flag:

1. The United States Government has no financisl interest
whatever in any of these vessels.

2, The vessels are all approaching obsclescence, being 17
years of age or more.

3, The U, 8. Lines has agreed to a program for the con-
struction of new vessels greatly needed by the Merchant
Marine.

L., These old vessels are not needed for national-defense
purposes, nor required for the trensportetion of our
pommerce in permitted trades.

5, These vessels are adapted to the North Atlentic trade,
end their removel from U. 8. registry would improve
the prospects for suitsble reallocation of other
affected American vessels, to permitted trades.
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If they were transferred, a1l subsidy from the Govern-
ment of the Unlted Stztes would be terminated,

i '
There is neither subterfuge nor vioclation of
the letter or the spirdt of the Neutrality Aot

The veesels would be owned by & foreilgn corporation.
The vessels would not fly the American flag.

No Americen citizens could by law serve on them ag
officerse or crew,.

The vessels, under long-established principles, would
lose completely the protection of the United States
Government, and would not inveolve us in disputes with
foreign Governments. They would not be the bases for
claims by the United States.

If one of these wessels were sunk, thers would be

no loss of lives of U. 8. citizens. Furthermore, in
view of the expressed intention of the operstor to
take out war risk insurance, there would be no pecu-
niery loss to the Amerdcan stockholders of the forelpn
corporation,

The present owners are merely placing themselves in
the position of other Americen business interests not
affected by the Neutrality Act—those which hold stock
of foreign corporations which own and operate forelgn-
flag vessels. This has not been, and is not now, il-
legal under our law,

Conclusiony The plan covered by the application of the United States
Lines complies with both the letter and the spirit of the Neutrality Act.
At the same time, it enables this operator, through foreign instrumentali-
ties, to conserve business btullt up by it over a period of years, and to
pregerve ite shore organization for the return of peaceful conditions of

trade.

A hasect.

E. 8. Land
Chairman
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UNITED STATES MARITIME ComMmissIoN

WASHINGTON

April 5, 1940

OFTFICE OF THE CHAIMMAM

Memorandum to The President

In our conference last Monday, you very kindly
volunteered to obtain some information for the
Maritime Commission with regard to foreign ship-
building costs at the present time as compared with
costs in the summer of 1939,

The Commission is confronted with the problem
of determining the construction differential subsidy
for a2 number of vessels for which contracts will be
let during the current calendar year. At the prasent
time it is practically impossible for the Commission
to obtain the necessary data on which to base the

proper finding.

In connection with the guestion of construction
: subsidy as authorized under the Merchant Marine Act
of 1936, 1t 1s necessary for Commission action that
"the estimated cost of building such a vessel in a
foreign shipyard" be determined. This estimate is
based on "fair and reasonable estimate of cost of a
vessel built to similar plans and specifications in
a foreign shipbuillding center deemed by the Maritime
Commission to furnish a fair and representative example
for the determination of the estimated cost of con-
struction of the type of vessel proposed.m

Appendix A represents in the briefest skeletonized
form a resume of the matter for use in obtaining the
data desired. Appendix B represents our procedure
under normal peace-time conditions and is submitted
merely for your information as to normal peace-time
procedure. In Appendix C are some conclusions drawn
from the facts available in the Commission at the

e ——————
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present time. Your particular attenticn is respect-
fully invited to the last paragraph of Appendix C
(Page 7, Paragraph 8) which represents my best
Judgment as to the proper way for the Commission

to proceed during the-calendar year 1940, that is,
to administratively determine the constructicn
differential for this calendar year on the pesce-
time forelgn costs which we now have available. TFor
ready reference this paragraph is cuoted:

"The one cobvious, fair, and reasonable
way out of the present impasse -- a way
entirely in consonance with the carefully
planned intent and purvose of the 1936
Aet -- 1s to determine the selling price
of Commission ships on the basis of peace-

time foreign costs."

As Indicated to you, a close decision of our
Merchant Marine Act is involved and we should only
proceed administratively after investigating other

methods.

It will be deeply appreciated if you will advise
me with -regard to your own efforts in comnecticon with
this general sublect 25 summarized in Appendix A, the
matter, as you know, being one of urgency.

Saied,

E. 8. Land
Chairman




Appendix A

Forelgn shipbuilding costs at the present time as »
compared with costs in the summer of 1939, '

Shipbuilding Costs

Labor
Material
Overhead
Profit

o oL

2. The following have a2 bearing on ship costaJ
particularlyfaﬁ};q

Eag Comparative rates of exchange
b) Comparative cost of living

Type of ships Involved:

ag Cargo vessels 8000 to 10,000 dead weight

b) Combination vessels - primarily cargo but
with some passenger accommodations

Note: Data on (a) will probably serve our purpose.

Countries (Maritime Competitors):

Eag Italy, Norway, Sweden, Denmark, Holland
b) Great Britain, France, Germany, Japan

Note: Data from any of the above will be of great
assistance.
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The Commission is confronted with the problem of determining the con-
struction-differential subsidy for a number of vessels for which contracte
will be let during the current calendar year. The first omse to ariss will be
that of three proposed new vessels for the Mississippi Shipping Company. Any
one of the following breakdowns of foreign cost would ensble ths Commission to
determine the differentials They should be made by & represantative foreizn
m:ﬂm vouched for, as to their bona fide character, by the local Ameriean
Consul, '

ls The unit foreign cost of the three proposed vessels, estimated on the
basls of the Commission's plans and specifications snd the stipulated time of
delivery. The estimate should be broken down in detail to show separately tha
cost of materisls to the shipbuilder and the corresponding labor coat for in-
corporating the individual items into the ship, grouped under ths following
headings:

(a) Hull

{b) Bull engineering

(e} Main engine and gears

(d) Boilers

(s) Electrie generators

(f) ZEngine room muxiliaries

(g) Outfit and sguipment

(h) Hotel equipment

(1) Averasge Hourly earnings

(1) Overhead charges

(k) Establishment charges

() Profit

(m) Government eonstruction aids, if any,
whioh benefit either the builder or

shipownsr.

2« In lieu of the sbove, a similar breskdown showing the present foreign
ccat of a vessel of approximately the same type, size, power, speed, mnd passenger
capacity as the Mississippi vessels, built to ressonebly similar standards. In
this cese plans and specifications of the foreign-built vessels should mccompany
the breakdown in order to ensble the Commission to reconcile end make proper ale-
lowance for differences between the two jobs.

S« In lieu of either of the above, a similar breakdown of the present unit
foreign cost of the Commission's C=2 type vessels, the conatruction cost of which
has already been estimmted by a number of foreign yards. This new estimate could
readily be converted by tha Commission's staff inte the cost of wessels of the

Missimssippi type.

Attached stetement shows (1) the gensral characteristics of the Mississippi
Shipping Company's vessels, and (2) the yards in non-belligerent foreign countries
that have furnished pre-war estimates of the cost of constructing the Commissionta

C=2 type shipas.

Note: In the above breakdowns the total net sstimate should represent actual
cost plus profit and should not be an asking price subject to negotiation.




General Characteristice of the

Mississippi Shipping Company's Vessals

Length, overall 452'-O"
Length, B.P. 4657-0n
" ' Beam, molded "BE'=E"
' ‘Depth, molded 391 -gm
Load draft (molded) 251 -gw
Load displecement tons 14,210
Desdweight tonnage 8,500
Gross tonnage 8,300
Net tonnaga 5,100
Shaft horsepower 8,600
Speed (sustained at load draft) 6.5 knota
Paasengers 63
Craw 76

Yarde in non-belligerent Turopean Countries
that have furnished pre-war estimates of the cost
of amt‘mtinﬁ the Commission's C=2 typa vessels

A/8 Akers Mek. Verksted Oslo, Norway
A/B GGtaverken Gothenburg, Sweden
Burmeister & Wain Copenhagen, Denmark
Ansaldo GQenca, Italy
Cantereri Riuniti Dell' Adriatico Trieste, Italy
M.V. Nederlandsche Scheepsbouw

Maestschappi § Amsterdam

Wilton-J1 jancord Hotterdam
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FORETGN SHIPEUILDING COSTS

Following is = brief statemeat showing the increasing
difficulties of determining foreign shipbuilding costs in order
to estimate selling prices for the Commission's ships,

Bulli_.ﬁg_r_nnt Countries

In the countries now at war, the placing of orders for new
ships for private amscount has virtually ceased. (osts are not ascer-
tainable, and, even if they wers, would furnish no fair basis for
EQ=yoar parity in capital costs, as envisaged by the 1936 Aot.

A cable from Mr, Harvey Klemmer, London, March 18, 1940,
outlines conditions in Great Britsin that are belisved to be 1llus-
trative of those prevailing in the belligerent countries gensrally.

Mr, Klemmer {ndicates that private orders for merchant ships "ars not
expected™, and that "no bullding is permitted without the permission

of the Government," TInasmuch as the entirs British ocean-going mer=

chant marine is under Government control and all British shipyards are
operating under license, any cceen-going ships ordered for private me=
eount, before or after the outbreak of hostilities, would, upon completion,
be requisitioned sither by the Admiralty or by the Ministry of Shipping.

It is safe to say that in vlew of the losses by submarine,
mine, and ralder warfare, necessary replacements and additions to the
merchant fleets of the belligerents will be made without regard to cost,
Furthermore, information as to the number, type, size, speed, and cost
of thess new ships will be guarded as naval and military secreta of the
first importence.

Obviously none of the belligerent countriess can be used as .
& foreign shipbuilding center im which to determine fair and reasonable
selling prices for the Commission's ships.

Neutral Countries

Shipbullding conditions in most of the neutral foresign coun-
tries differ but little from those prevailling in the countries now at
war, The scarcity and high price of materials, abnormal freight and
insurance charges, rising wage rates mnd shortege of labor due to
pertial mobilization, have resulted in higher shipbuilding costs since
the cutbreak of hostilities. Government control of orders and priocea
is becoming more drastic. In Scandinavia, Holland, Belgium, and Japan
the export of newly constructed tonnege is prohibited except by special
permission of the Government, which, while thus far is usually obtainable,
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may not be in the future. Normal replacements are being deferred,
while new construction necessitated by marins casualties is usually
contracted for on & cost=plus basis. The risk of ®"political none
delivery"™ must be assumed by smyome placing orders for private amccount,

Censorship mots as an effestive *blackeout" to hide sotivities
and ‘costs in the countries at war, and a reluctance to divulge informa-
tion is evident in many of the neutral countries. We know that . the
curve of costs has been sharply upward since last August, but with only
scattered and incomplete information on materisl and labor, and no in-
formation whatever on overhead and profit, any attempt to estimate the
cost of ships in non«belligersnt foreign countries would be ¥
as futile as trying to obtain authentic information on costs in Creat
Eritain, Franoe, or Germany,

Shipbuilding Costs in Italy

Following the cutbreak of war, Italy, a non-belligerent with
extensive shipbuilding facilities, gave promime of furnishing a lsvel
of shipbuilding costs which approximated the peace-time norm and which
could be ussd — temporarily at least and without hardship to prospective
dmerican purchasers =— as a basis for estimating selling prices of the
Commission's shipa,

A cursory study made by the Division of Researeh in Janusry,
1840, sesmed to indicate, on the strength of information them in hend,
that the rise in Ttalian material and lsbor coste wms offset by the de—
preciation of the lira, and that the net ¢ost of new merchant tonnage
contracted for im Italy by Amsrican shipowners would be approximately
the same a® befors the war.

Further information relative to the rise in Italisn prices of
iron, steel, lead, copper, zinc, and other basic materisls, coupled with
later and mere complete information regarding increasss in shipyard
wage rates, showed that Italian ship costs have risen beyond the point
where they would be sancelled out by the reduced dollar welus of the
lira, whioh has declined only 5.5% below its preewar walue,

In order to prove or disprove this appraisal of the Italian
situation, Mrs A.T. Ross, our Europesn representative, was on February
£9, 1940, direocted to proceed to Italy and secure the latest information

on Italian shipbuilding prices.

While awaiting Ross's report, we cabled the American Consul in
Trieste eand on March &, 1940, received the following replyt

*Frices of materials and labor have increased since
Angust approximately! raw materiml, 1£ per cent;
semi-finished, 18; finished, £5; labor, from 10 to
19, mocording to category."
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A oable from Ross was received on Mareh 11, 1940
part as follows: ! o FIME

"lateriel prices up on averags 30 per cent. Steel
plates and shapes now about $70 per ton deliversd.
SBhipyard labor now averages 30 lire per day of 8
hours, to be increased March 25 by 15 per cent.
Importing about 50 per cent heavy plates and raw
material; principal sourds of supply United State;
power plant, eleotrical, and all other equipment
obtained locally, BPuilders now accepting orders for
new constructioh., One group four 15,000 deadweight,
133 knot tank steamers, firet ship to be deliversd
in 15 months and £ per momth thereafter; alsc three
8,600 deadweight motor cargo 12 passenger 16=-imot,
same delivery time. Junthoritative prices for thesa
ships not authorized.” (Underscoring supplied.)

Mr. Ross's statement that the United States is Italy's prin-
cipal source of supply for heavy plates and raw materiels is confirmed
by the Division's records, which show that during the period January 1
to March 15, 1940, Italy imported from this country nearly 100,000
tons of metals, including steel plates and bars; irom, steel, and nickel
sorap; copper; lead; and tin plate.

On March 2, 1940, we addressed the following cable to Mr,
Oesars Sacerdotl, the well-known Italian shipbuilder and former Managing
Director of Cantieri Riuniti Dell' Adriatico, Trieste, who is mow in
charge, under the Minister of Shipping, of all shipbuilding in Ttaly.

"Please advise confidentially whether Italian ship-
building prices have increased since August and if

80 the approximate percentage of inorsase for both

material and labor.”

Under date of March 14 we received the following reply:

"Your telegram second instant. Imorsase shipbuilding
prices since August 1939 twenty per cent.”

In a memorandum to the Cheirman under date of January 30,
1940, Mr. Harvey Klemmer made the following statement: "Prices in
Italy are now 40% higher than they were last summer.” In a report to
the Commission dated March 14, 1940, Mr. Hlemmer gquoted certain Italian
ship prices which he stated "represent an imoresss of approrimately 40%

since the beginning of the war."

It will be noted that Mr. Saserdoti'sccable gives the incresase
as £20% while Mr, Klemmer relterates his previous statement that the in-
oreass is 40%. Poth are speaking of "prices" and not "oosts.” The dis
orepancy may be sgoounted for by the probability that Mr. Sacerdoti's
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estimate takes cognizmance of an arbitrary fimal reductionm in price
were the work (end the foreign exchange involved) actually in sight.

On March 11, 1940, the Direotor of the Division of Research
spent the greater part of the day with Mr. ingelo Conti, comsulting
enginser and naval architeot, who for twelve years has been in charge
of all the repairs to the ships of the Italie Line. Nr. Conti, thoroughly
conversant with shipbuilding priced here and in Italy, made available
his confidential files and records and discussed all aspects of the
present Italien shipbuilding situmtion. . After pointing out the warious
factors which make for imcreased Italian costs since the beginning of
the war, Mr. Conti expressed the opinion that final price quotations in
Italy would bs based partly on mctual costs but largely on the need for
rew materials and foreign exchange, TUndar the cireumstances, information
on material, labor, overhead, and profit, even if obtminsble in the
detail needed to work out the cost of a completed ghip, would not give
the fine]l answer as to price concessions that would be msde in ordsr to
Becure contracta,

On March 27th the Director of the Division of Ressarch dis-
cussed the Italian shipbuilding situation with Captain Angelo Ruspini,
former mansging director of the Italis Line. ILiks Mr. Conti, Captain
Ruspini was born and récelved his marine training in Italy, although
he has been a citizen of the United States since 1920, He has main-
tained his Italian conteets and is thoroughly familiar with conditions
in Italian shipyards. Capt. Ruspini stated that the VETTOR PISANT, a
recently-built Ttalian cargo ship, very similar in general characteris-
ties to the Commission's C-2 type vessel, cost in Itsly before the
war approximately $1,100,000, He said that the price today for dupli-
cates of this ship was §1,600,000 (an increase over the pre-war price
of 45%)s He was carsful to point out, however, that this was en “asking
price” which did not represent merely "cost plus a reasanable profit,"
but that i1t included broker's commissions and "all the profit the traf-
fic would bear.® He stated that a lowsr price could undoubtedly be
arranged wers orders sctually in sight.

On April 8, 1940, Mr, Ross returned to Washington and made a
verbal report of his findings in Italy. He was advised by Mr. Sacerdoti
that Italian builders have materials on hand for the construction of
not more than ten ocean-going ships, and that prices are naturally in-
fluenced. by this shortage. Mr. Bacerdoti stated that the form of pay-
ment most desired by the Italian authorities was the barter system —
that they were inclined to favor purchasers who paid for thelr ships in
spacified materials, say 50% in coal and the remainder in iron, steel
plates and shapes, copper, tin, forgings, certain kinde of wood, atc.
Prices and terms would be influsnced by the particular commodities
offered at the tims the desal is being negotiated.

Like Mr, Conti and Cept. Ruspini, Mr, Ross drew a sharp dis-
tinotion between "costs" and "prices” in Italy, and confirmed our previous
understanding that there is no fixed relation between the two, decision




as to final prices resting with the central authorities in Rome, In
his sonferences with Ttelian shipbuilders and officials of ship-repair
plants, he received estimates of the inorease in present over pre-war
Italian building costs rumning ss high as 60 per cent. Mr. Sacerdoti
informed him that while the inorease smounted to 40 per dent, a redus-
tion of ms mush as 20 per cent might be expected if subatantisl advance
payments wers mades in dollars, ;

Mr. Rosa summed up the situstion in Italy by saying that 1t
was impossible to obtain sufficient date on which to estimate the cost
of a ship from the kesl up., Govermment control, cotpled with the need
for ship materisls and forelgn exchange, introduces so many abnormal
and arbitrary faotors into the ocaleulation that the estimate would be
valueless. In his opinion the only way to get a reliable Italisn esti-
mate would be to furnish the Italian authorities with complets plana and
spscifications of the proposed ship, accompanied by evidence that the
request for s quotation wes made in good faith and with the axpeotation
of placing an orders If this were done, the tender received would still
be an "asking price,” subject to adjustment through negotiation, and
would probably not reflset "cost™ plus m reasonable profit.

Shipbuilding Costs in Japan

In view of shipbuilding conditions in Furope, where costs are
abnormally high and where euthentic information regerding material,
labor, overhead, snd profit is not procurable in the detail needed for
e6timating selling prices of the Commission's ships, it becomss neces-
sary, in order to complete this brief world survey, to inguire into
conditions in Japan.

On January 11, 1940, the Division of Hesearch directed Mr.
Ernest Bs. Jolmson, ita Far Bsstern Representative, who was then in
Australia, to proceed at once to Japan and obtein the latest informg-
tion on shipbuilding costas in that country. On March £3 Mr. Johnscn
cabled from Yokohama that cooperation was diffioult to securs, but
that he had mailled partial data and was working up more.

. In spite of low lebor coats, the necessity of importing most
of her raw materials has the effect of meking Japan's ship prices re-
latively high. Our records show that pre-war gonstruoction costa in
Japan wers somewhat higher than those in soms of the Buropean countries.
This was confirmed in April, 1939, when Mr. Johnson secured a Japanese
eatimate of $1,189,000 for constructing the Commission's C=£ typs ves-
sels, as compared with a cost of approximately $1,100,000 in Demmark

and Italye

Hecause of the Chinese Minoident™ and other political and
economic developments, Japansse ship comstructicn coste have been
rising steadily for some time. With the increase in the cost of mater-
ials, brought about by the Eurcpean war, the Govermment on September 18,
1939, arbitrarily fixed a scale of maximm prices at which certain com-
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modities should be sold, but left room for certain inoreases when
materials are imported,

On January 18, 1940, the American Consul st Eobe reported
that because of rising costs the shipbuilders had decided on an in-
creass of 20 per cent in prices, but that they could reach no agresment
'“: the shipowners. The consul added the following significant state-
ment i

"It is now expected that Govermment officials
will intervens %o establish ths basis as of prices
prior to September 18, 1939, the date of the
ice T ordinance,” IV

It thus appears that the Jepanese govermment is expected to
establish by subsidy what is virtuslly s pre-war levsl of shipbuilding
gosts in order to extend further aid to its shipbuilders and shipowners,
who are already heavily subsidized,

Under these paternalistic and highly artificial conditiocns,
Japanese shipbuilding prices, even were they ascartainable in the neces-
sary detall, could scareely be used as a "fair and representstive” ex-
ample of foreign cost for the purpose of estimating selling prices of
ships built by the Commission,

'
- e

A number of conclusions are to be drawn from the facts herain
disclosed,

ls Complete and authentic information on foreign construo-
tion coste is not available in the degree of detail necessary to emable
the Commission to estimate the cost of ships built ebroad to the Com—
misaion's plans and specifications.

- B+ BSuch information ms is available shows that foreign costs
are on & war-time basis and consequently do not reflect fair end resson-
able peace~tims commercial values.

Ss Normally the curves of domestic and foreign shipbuilding
oosts follow substantislly the same pattern, subject only to minor
fluetuations which do not greatly affect the gemeral trend. In time
of peace the two curves are roughly parallel,

4s It follows that in normel times m close approximation
to capital parity can be provided for the American shipowmar, during
the useful life of his ship, on the besis of the discrepancy existing
between fmericen and foreign costs at the time the ship is purchesed.
The shipowner's investment will not be seriously affected by the sub-
sequent minor changes which are naturally to be looked for in the
roughly parallel trend of the two cost curves.




4 .

Bs To sstablish the shipowner's capital ¢osts and carrying
charges for twenty years at & time when foreign costs have temporarily
departed from the normal and narrowed the differsntisal, would be a
procedure not easily defended in light of the obvious intent of the
1936 Aet to bring about €apital parity for twenty years. '

6s Bhould the destruetion of foreign vessels continue to ba

balanced (1) by replacements ordered before the war, and [2) by govern-
ment controlled building since the war began, it is safe to predict thet
peace in Europe, bringing en end to operating delays caused by the con-
voy systam end the detention of ships, will relesse s substantisl smount
of tonnage for normal employment. When this ogours, a sharp decline in
ocsean freight rates will be closely followed by peace~times foreign ship-
bullding prices, The two curves of cost (foreign and domestic) will
egain resume their normal patterm.

7« The American shipowner who is foreed to purchase ships
from the Commission at foreisn war-time prices will find himself,
after the war, competing with ships either built or ordered privately
during the pre-war era or built by foreign governments during hostili-
ties and efterwards disposed of to foreign shipowners at economical
pricess For the life of his ship he will be subjected to capital "dis-
parity", instead of being accorded that "parity® envisaged by the Act.

8¢ The one obvious, fair, end reasonsble way out of the
present impasse -— a way entirely in consonance with the carefully
planned intent and purpose of the 1936 Act — is to determine the
selling price of Commission ships on the basis of peage=time foreign
costa.
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THE WHITE HOUSE

WASHINGTON

April 11, 1940,
MEMORANDUM FOR
GENERAL WATSON

I want to see Joe Guifey
today or tomorrow but Af he .
1s in Philadelphia call him A j Vv
on the telephone and tell

him that poor Woodward 1s

being sued for his back
palary and does he mind if

I send his name in.

ro Du R..



THE WHITE HOUSE
THE WHITE HOUSE i WASHINGTOM

WASHINGTON

April 9, 1840 recver, must repay the Government the salary
4 , | :: has d;ann ginece the special sesslon of Congress

| adjourned.

Mey I suggest that you speak to Berkley

HEMORANDUM FOR THE PRESILENT: | with the view of sending Woodward's nomination
to the Senate, desplte Guffey's objectilons.

(Copy for Jim Rowe)

Mr. Frederic Delanc celled today to sppeal
for action in the case of Thomas M. Woodward. Mr.
Delano sald Woodward has gotten into rather des—
perate. financial straite and has been ordered =

the Generzl Accounting Office to reimburse the
government in the total amount of the palary he P. 5. Please note atteched memorandum
has received since the end af the specisl session. to me from Jim Rowe re Woodward.

Ss Te Ea

I have checked the records and find that
you gave Mr. Woodward a recess appointment ms &
member of the Maritime Commizeion; that this
appointment expired at the end of the special
session; then you gave Mr. Woodward & second re-
tess appolntment. He 18 gtill serd ng under this
appointment,

S.T.E.

At your direction, Rudolph Forster has been
holding Woodward's nominantion and Jimmy Rowe has
been trying to persuade Senator Guffey of Penneyl-
vanie to withdraw his objections to the appointment.

Meanwhile, VWoodward has been serving on the
aritime Commission and has been drawing his Balary.
Mr. Deleno says that he is an old friend and that
he recommended Woodward to the President. Wood-
ward, also, has four children and no outside means
of supsort. He has now been told by the Accounting
Office that his salery has been stopped and that he,

L1




THE WHITE HOUSE
WASHINGTON

April 8, 1940

MEHORANDUM FOR 5.T.E.:

The present situation in the Tom Woodward
cage 1s as followes

Lest week Jerry Land talked to the President
about VWoodward. The President told him he was
seeing Joe Cuffey that same day and that after that
the name would be sent up to the Hill.

After much effort, Joe Guffey promised me
that he would not object to Woodward, but insisted
that the name be held until he had a conference
with the Presidemt. Guffey was looking for ecme

sort of tr&ﬁa,

I have & memo on the President's desk remind-
ing him that this affair has been dragging for months.
The Fresident is aware of the fact thet Woodward is
not being paid. What is more important, there ias
serious doubt abeut the legality of the wvotes on
the Commission being cest by Woodward at this stage.
A you know, the COMMiEB%EE_iB split 3 to 2.

—— T S ——

Jim Rowa
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M THE WHITE House
:rl WASHINGTON

April 8, 1s40
M d Fo & Preg e
Maritime Commigsion

Jerry Land ig interested in knowing 1ir you
have had your conversation with Sepator Guftey
about the Teappoiniment of Woodward, AB you
Temember, Guffey ig really willing to #0 along
on Woodward although he thinks he is a Very poor
appointment .

Land dislikes bothering you, but ig ‘afraid
there may be some doubt of legality about the
votes Woodward is now casting. As you mow
the Comptroller Gemeral has withheld his pay

for some months,
K

88 Howe, Jr.
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W DEPARTMENT OF STATE
' DIVISION OF EUROPEAN AFFAIRS

April 12, 1940.

=]
Mr. Becretary: (n W

M, Max Trultt telephoned Mr, Welles s few minutes

ago, Just before the latter had to leave for the Fan-

Americen meeting.
He egld that the Maritime Commieslon was faced with

s very urgent sltuatlon, which involves the transfer of
Danigh shipping to the Ameriecen flag.

He sald that there are two lines, the agents of
which, Messrs. Brandteon and Nielson, have full powers
end would thus be able oulckly to effect the transfer.
Ninety-seven shlps are involved, of which most are in
the Cuban and SBouth Amerlcan trade and a few in the
Faelfic trade.

The Maritime Commlssion i1g afrald that if the
transfer 1g not effected soon, theese ships will be oom-
mendeered by the Brltish.

He hopes that we can st once arrange with the Brit-
igh so that there will be no difficulty concerning thie
transfer.

From the American point of view, the ghine, 1if
tranaferred, would have to emnloy Amerlcan seamen only,

which would be of great intereet to us.

Mr.
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Mr, Wellee acked me to bring this to your attention
and suggest that you might want to clear with the Presi-
dent by televhone in order that thé matter could be taken

ur with the British early this afternoon.

Eutlinffat:DG
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UNITED STATES MARITIME CoMMIsSION
WASHINGTON

OFFICE OF THE

i

orandum for General Watson:

Referring to our conversation on September 12th,
there is enclosed herewith a copy of a letter which was
delivered to me by hand on September llth. This letter

is self-explanatory.

The matter was first broached to me about s5ix weeks
ago at a conference with Mr. Hall Roosevelt and Mr.
Rosenbaum, father of the signer of the enclosed letter.
The second interview was between Mr. Hall HRoosevelt and
Mr., J. H. Rosenbaum, son, during which an unsigned draft
of this letter wasz left with me for consideration. The
third interview tock place between lr. Hall Roosevelt
and Mr. Rosenbaum, son, when the signed letter was left.

Our Investigations throw considerable doubt about
the character and reputation of the senior FRosenbaum and
it may have been inherited. '

In my oplnion the merits of the case as outlined
'in the letter closely approach zero.

All of the transactions in the Dollar Steamship
Company cases have been bound in bocklet form (two book-
lets) and transmitted to the Congress.

In my opinion this is either a "fishing expedition",
a trouble-making expedition, or a method used by doubtful
lawyers to inter)ect very doubtful characters into the
picture, now that it is well cleaned up and in process
of being a money-making company rather than an illieit
and prospective bankrupt company.

« 8. Land
Chairman
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UNITED STATES MARITIME COMMISSION

T

FROM:

9-11-40

Mr. Hall Roosevelt tele-
phoned at 11:55 A.M. and
asked that the attached
letter be held for 10
days in order that a
definite propesition may

be assembled and presented.

CLE o
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Beptember uth, 19

Hon, 8, Land, Chairman
Uy 8¢ Maritime Commission
Washingten, D, C,

Dear Mr, Chairmani

As attorney for Mr. R. Stanley Dellar arid for the bens—
fit of other former stockholders record of American Lines
formerly Deollar Lines of Delaware) and in the interest of the
ican Merchant Marine and na defense, I have been
retained by Mr, R, Stanley to take iate ste
looking to the return of 2,100,000 shares of Class B stock and
63,893 shares of Class A stoex of American President Lines and
also for the formal release by your Commission of option teo
purchase 51,533 shares of Class A stock of the Company, All of
these stocks were obtained br your Cogmission (pursuant to an
agreement dated August 15th 3' as amended by supplementary
Airesnant of Turest Iot, Thol Biionit wiowts atoetims

Due consideration and study have been given to Commissioner
Truitt's Report adopted September E?th 193! relative to the
causes of the financial difficulties of the Dollar Lines,

To the end that the best interests of the American Merchant
Marine and the national defense will be served, appropriate
provisions would be made in connection with the regquested return
of said shares and the release of said option, as follows:

l. Title to stock will be vested in mutually ae-
ceptable trustees for a reasonable period
of timej

e In Gaes 10 Be R o e
in amount agreesd “Im -
ficdent working capital for the Coampany's
purposes and the maintenance of rnum uuntinl
to the national defenss;

3. Company will acquire use of the Dollar name and
flag, which in view of the outstanding reputation
thﬂ'tnf in the Far East will be of inestimable
value to the Company.

In the present national emergency, a&s found the
President of the United States, every effort should be made to
the strengthening of our Merchant Marine, That the Dollar name
and flag are essentially important to the United States in its :
trade and relations in the Far East and round the world, I am
sure that your Commission recognize.

-

s gl
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The .former stockholders of American President Lines
Standing the Opinion Of Gentrel Commsel Oeasiin of Sury ot
8 the o on
1938, the U-ﬂ‘ﬁm had no sound authority to acquire and X
has no sound legal right to retain or own the stocks
mentioned above, :‘lgunur 30 in view of the failure to pay
my clients fully and adequately therefor.

I will be glad to meet you for full discussion of this

matter at your convenienece, and looking to an amicable and
just conclusion of this u'ﬁtu-, I am

Very truly yours,

E‘dl J. H. Rosenbaum
Attorney for R. Stanley Dollar
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December 19, 1940
N | MPMORANDIM FOR: The President.

Here 18 Jerry Land's delayed report

glving a bird's eye view of the English

shipping situsticn.

E. M. W.
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UNITED STATES MARITIME CoMMISSION
WASHINGTON

OFFICE OF THE CHAIRMAN

November 29, 1940,

Memorandum for The President:

Subject: Proposed British Shipbuilding in the United States.

In accordance with your re
following is submitted for your ¢

quest as transmitted by General Wiataon, the
ongideraticn.

Ae suggested, I had & conference on this subject with Secretary
Morgenthau. At the conclusien of said conf

to you my best judgments in the matter,

erence he edvised me to submit
Mr'v .é-'l' B. P\mﬂ
with him.

is in England so I have had no recent conferences
This question of British shipbuilding has been discussed at vericus
times by various British representatives during the past two years.
A British Shipbuil

months ago with authori
States, which:

ding Mission arrived in this country about two
ty to contract for ships to be built in the United
authority I understand is backed up with about ten million
pounds for the purchase of these vesasls.

Shortly after the arrival of
glven my best advice which wound up

this Mission they consulted me and were
with the recommendation that they check
my advice and make a survey of the shipbuilding interests in the United
States, which they did, also including Canada cn their OWtl.
From time to time I rep
Commission,

orted on their activities to the Maritime
to the Navy Department and to the National Defense Commission,
Upon the completion of this survey they again consulted me and thelr
proposals in general were about as follows:

Type A: Simple design, box shape, sharp ends, bollers (Scoteh or
water tube), reciprocating engines, 9,500-tons dead-
weight, 2,500 H.P., 10-knot epeed. Steam auxiliaries,
not electric. (We have estimated the cost at £1,400,000
to §1,600,000 each. Delivery: 11 months for firat ship

and 100 shipe per year thereafter on 27 ways).
One other desimn originally considered but dropped as & result of
their survey, etc., may be called Type B:

Type Bi Maritime Commission standard C=1 or (-2 design, steam or
Diesel, 9,500-ton deadweight, 15 to lf-knot speed,




4400 to 6,600 H.P,, estinated cost on 100 ship basis,
$2,250,000 to §2,500,000. each. Delivery: 15 months
for first ship and 50 & year thereafter on 25 ways.

My investigations indicate that Type A ship will probably not inter-
fere with Navy or Maritime Commission shipbuilding and machinery requirements.

Type B ship will interfere with Navy tuilding and machinery require~
ments to the extent of requiring changes in priorities.

Type A ship is what I would call an emergency production type with
8 five-year life, which after the emergency would be suitable for tramp

operations only.

On the other hand, Type B ship is what I would call a ship of twenty-
year life, useful but expensive for the emergency, but very useful for
twenty years after the emergency is over for eny route, line or service in
the Merchant Marine,

Pogsible Shipbuilding Sites (for the British)

Portland, Maine

Curtis Bay, Baltimore, Maryland
Mobile, Alabame

Hew Orleesns, Louisisna

Los Angeles, California
Richmend, Celifornia

Portland, Oregon

The sites apparently favored by the British Mission are Portland, Oregon and
Richmond, California, on the West Comst; Portland, ilaine and Mobile, Alabanma,
on the East Coast. '

Both the Maritime Commission and the Navy opvose Mobile, Alabama,
because of interference with repair, conversicn and new construction work re-
quired by our own interests so that Mobile has been dropped for the time
being. (Permanently, I trust).

In the selection of thege sites it is necessary that American ship-
building brains and some American capitsl be back of the project as otherwise
it is doomed to very uneatisfactory results. Furthermore, as this is an
agsembly job and not a shipbuilding job, the sites selected shenld be backed
up by a fabricating steel plant in the general vicinity of the site as this
i1s where much of the steel fabrication will be done.

For example, Portland, Malne was selected because it is becked by the
shipbuilding brains of Mr. Newell of the Bath Iron Vierks and the design
braing of Mr. Gibbs' design firm in New York. Other sites have been selected
because of the backing of Todd shipbullding brains and financial backing of
the "Six Companies" who have considerable machinery (nmow idle) such as
cranes, etc., as a result of thelr extensive work at Boulder Dam, Coulee

Dam, eto.
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It 48 my beat judgment that two sltes in the Fast and two in the West
would be ample for this purpose and would also permit expansion for our owm
emergency purposes if and when they come. There are five or six sites that
would fit the specifications reasonably satisfactorily as follows:

Portland, Maine

Curtie Bay, Baltimore, Maryland
llew Orleans, Loulsiana
Portland, Oregon

Los Angeles, Californise

Richmond, California is acceptable though somewhat too cloge to our
own (Nevy and Meritime) activities from a labor and transportation point of
view,.

Production of 100 Type A vessels per year can be obtained by 27 waye
located as followa:

10 at Portlend, Oregon
5 at Richlmond, California
12 at Los Angeles, California

and an additicnsal 100 ships could be turned out in the same pericd by 28 weys
at Baltimore, and & third 100 ships by 28 waye at New Orleans.

I am definitely opposed to a Hog Island project due to experience of
last war ss the project is too extensive for one locality and toc concentrated
from & labor, housing and transportation point of view.

In determining upon the size, location and number of new yards, con-
gideration must be given existing shipbuilding work loads in the industry,
the limited ekilled labor and pupervision that can be made available from
existing yards without seriously slowing up the present Navy and Maritime
programs, the congested condition of the machine tool and equipment markets
and other factors — & multiplicity of small yards increases the problem of
getting the yards in production and increases the cost involved. Ships will
be obtained more guickly from three or four assembly yards with centralized
manapgement properly located with regard to stesl fabricators and uilt to
the needs of the program rather than from a considerable mumber of small

yards widely distributed geographically.

It was suggested to me that we might build these ships for the British,
then lease or charter them to the British. In my judgment, if Type A vessels
are built, this would be & mistake., We should sell the ehips to the Eritish
and be entirely clear of this design of vessel which is gultable for their
purposes but would not be suitable for ours. Furthermore, if our emergency
becomes ecual to or greater than that of the British, we can always commandeer
the vessels. The last thing I want to do is to repeat the mistakes of the
last war and have a lot of obsolete vessels on our hands unless the emergency
18 po grest as to make this an sbsclute necessity. If woree comes to worst




.

I should prefer to give the ships to the Eritish rather than charter them. Om
a gift basls we could collect the net freight rates and control the situation.

I recommend that we keep thes British shipbuilding and the United States
shipbuilding entirely separats; that if we build additional merchant marine
vessels for the United States, we build Type B, with the necessary readjust-
ment of pricrities, shifting over to Type A only if compelled to do so.

ALTERNATIVES

To assist the British the followlng alternatives have been considered:

(=)

(b)

(c)

Dispose of the remainder of our reserve fleet of about
45 wessels of 8,000 tons, total 360,000 tons.

Pearmit the further trangfer and sale of old-age ships
under the American flag (privately owned) until our
own necesslties force a cessation of such transfer
end sale.

There are certain foreign flag ships temporarily laid
up in United States ports, most of which are Danieh,
a few of which are French, Apparently tha British
and Danish negotiations are stalemated and at present
I have no knowledge of walue with regard to the
Eritish-French ehipping situation. It may, however,
be practicable for the United States muthorities to
do one of three things:

{1) Assist in negotiations sc that the
British mey ba able to purchase these
foreipn flag ships laid up in the
United States.

(2) Purchase some of these foreign flag
ghipa by the United States Government,
then sell them to the British.

(3) Purchase these foreign flapg shipe and
retain them; permitting the British to
buy more of ships under American flag.
This applies to Danish ships only; we
don't want the French ships under any
conditicons except war.

The three foregoing procedures are definitely compliceted and involve
the State Department, Treasury Department, Commerce Department, Justice
Department, and the Haritime Commission before the matter could be properly
presented to you for & directive.
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DATIONS

(a) That the British be permitted to build simple shipa, Type A, to
the extent of their needs and finsneial capacity. (This ig sat-
isfactory to the Navy).

(b) That a minimum of two and a maxdmum of four sites be selected
and approved for this construction.

(o) That the British purchase these ships.

(d) That we do not build for the BEritish with the idea of leasing
or chartering to the British.

(e) That we continue to permit transfers of flag and sales to the
British of obsolete tomnnage

(1) from the U. S. Maritime Commigsion's Laid-up
Fleet,

(2) from cbgolete ships under the American flag
to the extent of not seriously interfering
with our own commercisl and national defense
needs,

(f) That we further explore the Danish flap-French flag situation as
gomething in reserve as the emergency develops.

foor ot

E. 5. Land
Chairman

P.5. 3130 P.M. — The above wae preparsd and signed before my conference
with Captain Callaghan which just tock place. We went over the
matter and an additional Memorandum will be submitted covering the
points raised in our conference., I shall try to get this second
Memorandum over Monday morning but, if not, will send it later.

s
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