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—all members of the Socialist Workers Party, who lost their
lives at sea in the Second World War when the ships they
sailed were torpedoed by Axis submarines, this little book
is dedicated.

These friends and comrades were more than skilled sea-
men and more than loyal union militants. They were class-
conscious revolutionaries who devoted their energies to the
great cause of freeing humanity from the depressions, wars,
and fascism of the capitalist system. This, they believed,
could be accomplished only through construction of a world-
wide socialist society of peace and prosperity. In furthering
this program, their first interest was to arouse seamen Lo the
necessity of strengthening the union defense against the ship-
owners and their agents by adopting a militant general policy
based on a Marxist analysis of the maritime industry.

It is hoped that this little book will help, however mod-
estly, to carry on the work for which they gave their lives.
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IMPERIALISM AND
THE MARITIME INDUSTRY

same thing it was back in job-action days. The skipper

doesn’t know where the ship is going, and wouldn’t tell if
he did. The company agent cannot decide a dispute offhand: it
must go to Washington. For the union patrolman to get the dope
about overtime pay due a crew means weeks or months of letters to
the Maritime Commission. Everywhere, in everything, the seaman is
faced with government. He begins to feel that everything is all
fouled up.

This did not happen overnight. War was the immediate and
primary cause. But long before war was declared, there was a
deliberate and skillful government policy in this direction. It’s big-
ger than any everyday beef. Militancy and common sense on an
immediate problem are no longer enough. For the sailor to compre-
hend today’s problems it is necessary that he see them in their full
scope. To understand why the government is now clamping down
on seamen and their unions, we must first realize the exceptional
place of the maritime industry in the nation’s life, we must examine
the nature of government itself, and we must analyze just how we
have got into the present difficult and dangerous position.

That is the purpose of this pamphlet: to show seamen how and
why they have been caught in the net of government regimentation
way ahead of other industrial workers, and to show the only way
out of that net.

The first step is to understand the nature of the problem.

EVERY SEAMAN today finds that settling a beef is not the
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MARITIME: A HISTORY AND PROGRAM

Nature of the Maritime Industry

Maritime is a peculiar industry, occupying a unique place in the
industrial life of a nation. All industrial nations maintain their own
merchant marine. The merchant fleets of the leading world powers,
added together, are far more than what is necessary to transport the
commerce of the world under peace-time conditions. The ships of
any single one of the great powers would be almost sufficient to
handle the entire burden of world overseas trade if this were scien-
tifically organized. But that is not possible under the anarchy of
capitalist competition.

The entire structure of capitalist economy, particularly in its
imperialist stage of development, depends upon foreign trade and
foreign markets. Competition among the highly industrialized coun-
tries—United States, Germany, England, Japan, France, and Italy—
for control of the world markets, has forced each of these countries
to give special consideration to its own maritime industry. They
cannot permit any one country to establish a monopoly in this im-
portant service, on which the industrial life at home depends. In
order to sell the manufactured product abroad, its safe transport to
foreign markets must be guaranteed. The maintenance of an un-
economical merchant fleet is part of the price every imperialist coun-
try pays for that guarantee. The other part of the cost goes for the
maintenance of a large navy.

When rivalry among the competing imperialist nations becomes
so acute that it reaches the “shooting war” stage, the merchant
marine then becomes even more important as an indispensable cog
in the “national effort.” The war, whether confined to the economic
arena or finding military expression, is a contest to determine which
of the imperialisms is going to rule the world market. And just as
the economic warfare among them rages at the market place as well
as at the home base, so in their military operations, they seek to
occupy and hold market places abroad while they bomb enemy
industries at home. The merchant fleet in time of open fighting is
absolutely indispensable for carrying troops and war materials to
the far-flung battle fronts; as now to India, China, Russia, North
Africa, the Middle East, and the Pacific islands.

Imperialism Forces Government Control

Government in all the great imperialist nations exercises more
control over its maritime industry than over any other part of the
industrial machine. Because there has never been enough overseas
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traffic to use all the ships that were built in the great yards at Spar-
rows Point and Bremen, on the Clydeside and at Le Havre, in Kobe
and Genoa, private ship operators could not profitably com’pete with
one another. The industry in every country operates at a loss. It is
able to attract private capital only when profits are guaranteed by
government protection which prohibits foreign competition in
domestic trade and by government money which subsidizes shi

in foreign runs. P

T%le basic problems which all governments of the robber nations
face in building and maintaining a merchant service are only one
facet of the much broader problem of their foreign-trade rivalry and
market.-g.rabbing. Although the American government was Ia);e in
recognizing this peculiarity of maritime industry, it finally developed
a program in full conformity with the fact. That program »x:ras
embodied in the Merchant Marine Act of 1936. This Act was tacit
recognition that:

1) US. imperialism cannot compete for its share of the
world’s markets without its own merchant fleet.

2) The merchant fleet must be built and operated at govern-
ment expense.

3) War is a continuation by military means of the economic
struggle and is fought on the same world-wide arena.

The Merchant Marine Act of 1936 was a measure preparing for
the present imperialist war. It specifically states that the merchant
marine is to be used as a war-time auxiliary to the U.S. Navy. The
fleet that was being built when war broke out was designed by
Navy architects and especially built so as to be quickly convertible
to tend and supply the Navy’s warships and to transport troops.

The government program for maritime was not executed with
the same boldness that characterized the main ideas behind it. It is
one thing to draw up a plan of action, something else to put it into
effect. The new shipbuilding program was hampered from the begin-
ning by the hypocritical pretense that this vast project was a “private
enterprise” that government was only helping out with subsidies
i.e., by furnishing the capital for both building and operating th!;
ships. No one was deceived by the pretense that it was really a
privately owned and operated merchant marine—Ileast of all the
Roosevelt administration. But the principle of private ownership
had to be respected. The problem of manning the new ships was
carefully considered in the government plan. What was empha-
sized was a “disciplined personnel.” This meant the regimentation
of seamen, the destruction of trade-union independence. But the
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organized seamen were too strong in 1936 for the immediate reali-
zation of this point in the government program. .

Machinery was sct up for effecting the full-blown program in
the easiest and quickest possible manner. The Maritime Commis-
sion was the agency entrusted with this job. It got the shipbuilding
schedule lined up. And at the same time it began an attack on the
unions, so as to have ready at hand a “loyal and disciplined per-
sonnel” when the new ships slid down the ways.

Nature of Government

The story of US. government intervention in the maritime
industry ciearly demonstrates that this government is—and, as we
shall illustrate in Sections 11 and I, has always been—the execu-
tive committee of the American capitalist class. This government—
more precisely, the President and his cabinet—sits like a board of
directors for the entire industrial plant of the nation.

This hoard of directors has to find answers, to all the big
national and international problems that plague U.S. economic and
social life. for the benefit of the capitalist class. This does not
mean that there are not temporary differences of opinion between
antagonistic sectors of that ruling class. The two boss partes, the Re-
publicans and Democrats, have alternated in office. arguing over tar-
iffs and other sccondary differences of opinion within the ruling
class. But the important thing is that even though these rival sectors
of that class may propose different answers to problems which affect
them immediately. the government always gives the answer which at
the time appears to the dominant section of the ruling class to be
in the best interest of the class as a whole. Ort major issues, such
as the need of preserving private ownership of the means of produc-
tion, of controlling labor. and of undertaking imperialist expansion,
all sectors see pretty much eve-to-eye. With the development of
American industry and the growing need for foreign markets, Ameri-
can capitalism as a whole began to turn outward, to challenge its
imperialist rivals in all the market places of the world.

Government and the Maritime Industry

Prior to 1917 the government regarded maritime not as a spe-
cial industry but simply as one among many—one that also needed
protection against foreign competition until it grew strong enough
to stand on its own feet. And in the early period the government
limited itself to applying that principle, which is the basis for a
protective tariff, in a modified form, to the maritime industry.
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World War I proved that this was not enough, that a merchant
fleet is an absolute essential in the great game of imperialist
rivalrv—and especially under war-time conditions.

American capitalism emerged from the 1914-18 war in a much
more favorable position than it had held at the outbreak. It had
become the greatest creditor nation in the world. The dollar had
financed the war and every nation of the world owed America
money. The American industrial plant had produced enough war
material to supply half the world through four vears of slaughter.
Thus was produced the paradox that led ultimately to the 1929C US.
and the 1929-31 Furopean crashes. On the one hand. that mammoth
new U.S. industrial plant had to be kept going if American capitalism
was to extract profits from its exploitation. On the other, to avoid
monelary catastrophe, the debtor nations had to pav in conszumers’
woods. which competed with the products of U.S. industry. The
Republicans who from 1920 to 1932 were the directing committee
for U.S. imperialism, coasted along. partly at the expense of war-
torn Furope. partly by means of a gradual credit expansion for the
sale of U.S..made consfmers’ goods internally, never attempting
anv basic solution to a set of contradictions full of economic
dvnamite.

During the post-war “prosperity” era thev had bhuilt a huge
tariff wall around this nation. The debtor countries had been un-
able to pay off their war debts because the American government's
hizh tariff had kept exports above imports; instead of debts to
America being whittled down, they were increased. If other coun-
tries cannot pay for goods received from America in the form of
other goods imported into this country, they have to pay in gold
bullion (that was back in the days when the gold standard was
something sacred). But America had a large share of the world’s
eold already. and to demand more of the other nations meant
the collapse of the gold standard (this is what finally happened).
There was only one other means whereby the debtor nations could
pav off, however small the payment: by services. Shipping is a
major service to world economy.

Thus, while buttressing its industrial machine behind an insur-
mountable tariff wall, the leading committee of American capi-
talism sacrificed its high-seas merchant service to greedy short-
sightedness which dictated payment—at least something—on the
war debt.

Although the povernment is the executive committee of the
ruling class—and whatever political administration is elected to
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power always represents the will of the dominant section of the
class at the time of election—this does not mean that this board
of directors is able to satisfy all the requirements of all sections of
the capitalist class at once.

The economic decline that began on a world scale in 1929 proved
particularly painful to those industrialists who produce consumers’
goods—clothing, furniture. tobacco, etc., and which depend directly
on the purchasing power of the masses. These light industrialists
wanted a “New Deal”—a deal which would increase the mass pur-
chasing power immediately. They took the lead in instituting a
shake-up of the top committee.

The economic decline that began on a world scale in 1929
proved that some serious mistakes had been made somewhere
along the line. The American boss began a shakeup in the top
committee, prompted by the growing discontent of the masses of
people.

Roosevelt came to power in 1932 with a whole set of emer-
gency measures. He showed far more imagination and had a bet-
ter understanding of the problems that harass U.S. imperialism
than any of his predecessors. He lowered the tariff wall and oiled
the industrial machine with public funds.

With a weather eye to the gathering war clouds, Roosevelt
turned the attention of government to the imperative necessity of a
modern fleet. The merchant marine modernization program of
1936 was the conscious effort of full-grown U.S. imperialism to meet
one of its most overdue needs. It had no intention of being caught
short as it had been in World War I when an emergency fleet had
to be built after the outbreak of open hostilities.

The U.S. merchant fleet in 1935 ranked below that of any of
the leading imperialist nations. It was largely the remnant of the
emergency fleet built by the government during the First World War.
Title to it had been given to private operators. Whatever small
fees had been charged by the government for the legal title
were more than offset by government money poured into the indus-
try in the form of mail subsidies, without which the merchant fleet
would have ceased operation entirely. In actual fact this merchant
fleet, though ostensibly a private enterprise, had been built and
was operated at the expense of the U.S. Treasury. The new expansion
called for no change in this respect. It did, however, envisage a
more careful control by the government over the industry. The
idea of control was to be applied throughout, from top to bottom.
But its most noticeable effects have been at the bottom. The base
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of all industrial life is the working man whose labor alone builds
and runs industry. There is where government now applies its
most restrictive and rigid control.

Government and th; Maritime Unions

Maritime labor had joined the great wave of revolt that swept
acress America in the years 1934-38. The longshoremen’s and sea-
men’s strike on the Pacific in 1931 established one of the strongest
sections of the American labor movement. Seamen extended their
organizational gains and by 1938 the vast majority of seamen were
in either the AFL or CIO on the Gulf and Atlantic Coasts as well
as the Pacific.

This development of strong independent unions alarmed the
government. Long-established domesticated unions are pliable
instruments and usually lend themselves to government pressure.
They often become important instruments for government regi-
mentation of labor as has been notably demonstrated in Great Brit-
ain. But the militant new unions that were forged in the heat of
the great strike struggles of 1931 and 1936-37 were not tame
enough for ready acceptance of the government’s 1936 merchant
marine program.

With U.S. entry into World War II the government still had
not realized its program. It had made a fair start. But events over-
took it. Under the pressure of war-time conditions tactical improvi-
cations were introduced to speed up the work. The entire industry
was requisitioned and brought under direct government control.

Control of the labor supply is the main emphasis of the govern-
ment’s war-time tactics. It talks of “requisitioning” labor, just as
it has requisitioned the merchant fleet. But it cannot ignore the
unions. Some sections of the ruling class have become impatient
and favor a frontal attack, an open drive to smash all union opposi-
tion to the repressive measures against seamen. Occasionally such
drives are tentatively launched by the government. They have not
been carried through. The government is cautious: it realizes that
this is not the best method at this time for the American boss to
use in his war on the home front. He doesn’t risk so much by
proceeding more cautiously for the present.

The key fact of the present situation is that the leaderships of
the seamen’s unions are united on the basic question from which
all tactical actions flow: that is, all sections have declared com-
plete support of the imperialist war.

The fact that trade unions exist independent of direct gov-
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ernment control is a threat to the imperialist aims of U.S. capital.
No one understands this better than American capital’s present
board of directors—the Roosevelt administration. They seek to
utilize the trade-union officialdom. One pincer of their dual solu-
tion to the problem is carefully to control the unions by bringing
the officialdom into the government apparatus. The unions then
become semi-official government agencies through which the pro-
gram of the government is applied.

Under government pressure the unions are being transformed
from independent working-class organizations defending the imme-
diate economic interests of the sailors into dependent instruments
politically integrated into the state structure, at the service of
finance capital. (No merely negative “anti-political” tactic can
stop this historical process. It was completed in England during
World War L It is now taking shape in this country in the crucible
of the Second World War.)

Before the solution we offer to this culminating problem can
be clearly understood, there is necessary a thorough understanding
of its constituent components: the role of the government as shown
in its policy toward shipowners and toward maritime labor; the
crisis of the divergent policies of maritime-union leaderships; and
the full implications of the government’s tendency to integrate the
once independent unions into the state apparatus. But to under-
stand the present stage in each of these matters, it will first be
necessary to see how we have reached it, that is, to retrace our steps
a little and sketch in its broad general outlines the history of mari-
time. We shall thus see that the role of the government toward ship-
owners at the present juncture is nothing novel or exceptional, but
only the logical end-product of a long consistently worked-out
process. For convenience in handling this complex material, it is
subdivided into the government’s attitude to the shipowners, and
its attitude to maritime labor. But it must never be forgotten that
they are only two faces of the same coin. Later their intimate
interrelation will become apparent.

'8
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I -
THE GOVERNMENT
AND THE SHIPOWNERS

1: Up Through the 1915 Seamen’s Act

S AN independent business the U.S. merchant marine has
never stood on its own feet, but has been artificially
fostered as part of the government’s international poli-

cy. From its very beginnings, shipowners have been shielded
from the normal cffects of free international competition by spe-
cial government legislation of a protective nature. This over-all
policy, culminating in the Seamen’s Act of 1915, was originally
conceived of as a temporary measure, in the belief that the
shipping industry would finally be able to stand on its own
feet. This proved to be an illusion: quite on the contrary, the
shipowners have only increased their profitable dependency,
their successful sucking at the public teat, with every passing
year; moving from protective legislation through concealed
subsidies to direct subsidies, they have drained increasingly
astronomical sums from the general wealth of the nation until
at the present time their completely parasitical role has become
nakedly visible.

AS EARLY as 1789, a tariff act provided for lower duties on goods
entering the country in American bottoms, specifically those from
China and India; and imposed heavy duties on foreign vessels in
coastwise trade. In 1801 an additional fifty cents per ton duty was
levied on all foreign ships. A supplement to the Embargo Act in
1808 closed U.S. coastal trade to foreign ships. First of a long
line, these measures were designed to enable the otherwise un-
economic U.S. shipping industry to compete successfully with for-
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eign vessels in overseas trade, and to eliminate their competition
from coastal trade.

To supplement these negative measures of discrimination and
monopoly. the shipowners in 1830 persuaded the government to
begin extending positive aid in the form of mail subsidies. These
measures, which were to terminate after World War I in a scan-
dalous orgy of pork-barrel graft and ireasury raids, were at first
very tentatively applied. largely because of differences of opinion
in the capitalist class itself, the Southern and Western agricultural
sector opposing mail subsidies just as it opposed the parallel pro-
tective tariff: and for a few vears after 1815, to appease these
elements. these subsidies were abolished altogether. Nevertheless,
witlh the victory of the industrial North in the Civil War, the policy
was reapplied in individual cases. such as ten-vear contracts for
ships running to Brazil and to the Orient: and crystallized in the
Posiz! Aid Act of 1891.

Special privileges for U.S. shipowners and shipbuilders were
accorded also from other angles. The 1909 Tariff Act. for example,
helped cut shipbuilding costs sharply by providing for duty-free
entry of forrign materials going into ship construction. Meanwhile
every new opportunity for reapplying the old discriminatory pro-
tectionisin was seized on: with the opening of the Panama Canal
in 1912, for instance. U.S. shipowners were aided by an act estab-
lishing free transit for U.S. coastal vessels while foreign vessels
paid fees. Though this situation has since been modified, higher
fees are still paid for the transit of foreign than of U.S. vessels.

It should be understood that all these measures were on a
relatively small scale. American maritime law at any given period
reflects the attitude of the U.S. government to the maritime industry
and is an index of the developing economy of the country. In
clipper-ship days the maritime industry shared in the same anarchy
of industrial capitalism that characterized the whole period of
the rise and development of American economy up to the opening
of it~ imperialist phase in 1900. But the rapid expansion of the
frortier and the building of railroads to reach the new markets
of the American continent afforded more lucrative investments for
capital than the maritime industry. There were, of course, Ameri-
can shipping companies, and lots of money to be made in the
business; but in the main, it was comparatively neglected by U.S.
capital. and declined after the Civil War. In a parallel way, ques-
tions relating to maritime industry were comparatively neglected
by the government, set aside as special but secondary problems,
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until the big imperialist upsurge of the new century. A chart will
show at a glance this decline and resurgence of U.S. shipping:

Foreign Water-Borne Commerce of the U.S., 1821-193%
(Compiied in Bureau of Foreign and Domestic Commerce of
Dept. of Commerce)

Ezxports and Imports

Year Percent in American Vessels
1821-30 $0 (approx.)
by 1860 65
by 1900 a.3%
by 1920 12.7
by 1930 33.8
by 1934 35.2%

With the burst of U.S. imperialist expansion following the
Spanish-American War, U.S. capitalism began to grow aware of the
importance of its merchant marine. The epoch of the frontier was
over and American capital was having to seek new frontiers beyond
the seas for further expansion. The old methods of aid by discrimi-
nation were continued: in 1900, for example, the legislation bar-
ring foreign vessels from U.S. coastwise runs was extended to
cover Puerto Rico and Hawaii. But the government was beginning
gropingly to seek a more consistent generalized policy.

Essentially the U.S. capitalist government had been trying to
protect its maritime industry in roughly the same way that it pro-
tected all its voung industries (straight protective tariffs in the
latter case, discriminatory equivalents in maritime), in the hope
that it would ultimately be able to rival foreign fleets in free com-
petition. To encourage this. the government was even willing to
make concessions to foreign shipping provided it received recipro-
cal concessions. while taking sharply punitive measures against
recalcitrants. As early as 1815. such reciprocal agrcements were
arranged with Sweden. Norway. and Great Britain (exclusive of
the British West Indies); while in 1820 a prohibitive duty of $18
per ton was slapped on the vessels of France, which had refused
concessions to U.S. shipping. With the Seamen’s Act of 1915, this
basic illusion that its merchant marine could finally become self-
sufficient reached its highest expression. The entire maritime
problem had just been sharpened by the outbreak of World War I,

*These figures become the more striking when it is noted: 1) that
total American foreign commerce in 1900 was more than three times
that of the war year 1865; 2) that “by reason of world-wide business
depression, the total volume of American exports and imports shrank
from $7,157,827,442 in 1930 to $3,266,938,298 in 1934.”
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owners in particular and U.S. imperialism in general. e
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required that every member of a British crew provide himself
with an “identity and service” book, which he must always be
ready to produce. Failure to show it or produce it exposes him to
the operations of the Military Service Acts. The important stipu-
lation attached to this certificate is that the holder may not take
service on the merchant vessels of any other nation. By this
restrictive device, it is hoped that the British crews may be retained
intact despite the attraction of higher wages elsewhere. .
But in spite of certain momentary cains, the 1915 Seamen’s
Act in essence failed of its capitalist purpose, partly because of such
counter-measures by rival imperialisms as in the British case just
cited. but in the ultimate analysis because its basic conception—that
a capitalist merchant marine can finally be got somehow to operate
successfully in free and open competition—was false. It did not
take into consideration the inescapable fact that every imperialism
must maintain its own merchant fleet—however uneconomic it may
be in itself. and without regard for the international oversupply of
vessels created thereby-—for its higher imperialist needs both in peace
and in war. The Act’s failure led to the realization of this fact, and
to the consequent adoption. after various experiments and false
starts, of new and different policies, consciously and consistently

imperialist in character.
———

2:1915-1920: Paternalism (Real)

UP TO the moment of its own entry into the first imperialist
holocaust, the government still clung to the belief that its meas-
ures were only temporary and would succeed in making the
maritime industry self-sufficicnt. With its war-entry, howerer,
theory or no theory, it had itself to launch a mammoth ship-
building program and essentially take over the administration
of shipping. But though it had to adopt an over-all program of
which the private shipowners were incapable, either individu-
ally or collectively, it fell over backward in avoiding even the
appearance, let alone the reality, of modifying the principle of
private property. Its policy toward the shipowners became one
of the purest paternalism. It built ships for them, hired them as
managers, and guaranteed their profits. And though the war
ended in the midst of its program, it lived up to its commit-
ments to the shipowners, opening the epoch of the grary-boat
and noisome scandals which followed.
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THE AMERICAN boss was unprepared for the First World War.
And this was especially true of the maritime industry. Foreign
fleets, which had been carrying 909 of U.S. cargoes, disappeared.
Foreign-bound freight piled mountainously on the docks, and ex-
ports, even with the war boom. fell by £370,000.000 in 1914 alone.
Improvised expedients were adopted, but proved totally inadequate.
Under the pressure, the government was driven to develop a
comprehensive program.

It did so with the passage. in September 1916, of the Shipping
Act. This created the U.S, Shipping Board, with five commissioners
at 8$7.500 per annum. The Board's negative duty was to stop diminu-
tion of the U.S. merchant marine by controlling the transfer of U.S.
vessels to foreign registry in time of war.” Its more important posi-
tive powers were “to form one or more corporations for the purchase,
construction. equipment, lease, charter, maintenance, and operation
of merchant vessels in the trade of the U.S.”—for which it was
assigned a sum “not in excess of 850.000.000.” Its success, though
slow in getting under way, was finally phenomenal: between 1917
and 1922 it constructed, at Sperry Point, Hog Island, and elsewhere,
2,316 ships. On the labor side, its Sea Service Bureaus shipped
approximately 50.000 new men into the industry.

But the most striking and significant of the provisions were those
guarantees that it was not “nationalization,” that the government had
no intention of replacing private capitalist ownership. It was care-
fully specified that the operation of vessels by such “emergency
corporations” was permitted “only when the Board was unable to
contract citizens of the U.S. for charter of such vessels.” Further-
more. such government operations might not continue for more than
five vears after the conclusion of the war, when they should stand
dissolved. “All property and vessels of any such corporation would
be taken over by the Board. through which the Property, other than
vessels, might be disposed of on the best possible terms. . . ,” etc.

But the war was of greater scope than U.S. capitalism had
dreamed. When the U.S. itself became a belligerent, the scale of the
1916 Act was found inadequate. and there was rushed through Con-
gress the Emergency Shipping Act of 1917, This granted broad pow-
€rs to requisition the existing fleet and necessary facilities for new
ship construction to the President. who promptly turned them over
to the U.S. Shipping Board. The following figures indicate the Act’s
scope:
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Cost for requisitioning fleet: $250,000,000 (appropriated for
immediate use: $150,000,000). )
Cost for construction of new ships: not to exceed $500,000,000
(appropriated: $250.000.000).
Cost of operation: $5.000.000. o c
As in the case of the 1916 Act, the Emergen?y .thppmf’ Af::t.o
1917 was careful to protect “private enterprise’: it was specified
that all power granted to the President “shall cease six months after
a final treaty of peace is proclaimed between this government and

N ”
the German empire. o
i iati were
In a deficiency-appropriation act of 1919, further millions

oured in:

: For acquisition of plants and materials, and rn.r enlargement or
extension of such, authority is granted to enter into "coml;a-ctg or
u.therwise to incur obligations for not :In exceed $34.662,500 in

t X iated.
addition to amount heretnfore appropria . L
The scope (and the richness) of the gravy is again indicated b);

the April 1919 report of Charles Piez to the Board of Trustee.s °

the U.S.S.B. Emergency Fleet Corporation on the corporation’s

activities. which began April 16. 1917 with a capital of 850.000.000.

5 ted that:

By October 15. 1918, he repor : ‘ .

! Our total program, including deliveries, vefgels under L_O?f(t;r:;lfs

tion und under commitment, consisted of 3.155 ships of 17,27 ,m

dead ‘v:vei;:ht tons, and that contracts for all the materials for this
tonnage had been ordered at war prices.months before. fioms

The profits extracted by private capital from these operal I1]0
were incredible. Let us take as an example Beth[ehem Sf]e;l, w ‘os:
shipbuilding subsidiary owned 27 of the counlr[);' shi]B7hbu1 S}Tgb:;g
ir ; f existence Bethlehem Ship -

19 drydocks. During 20 vears o > B ip!

a:j made more than £1.000.000.000 from building and repairing }olf
ing B
sh\ips—lu'o-lhirds of which was made between 1917 and 1921. In the

well-documented book. Our Ships. by the editors. of Fortune, ttlze
nature of the tie-up between private capital and its government is

neatly illustrated by the Bethlehem case: o
1 . Shick, Bethlehem’s comptroller . . . explaine

[\‘h\gi Ft;ngml\hrl:e how the government lent Bethleherr:m ;nor‘n:
*3’.’ 000.000 worth of facilities to build destroyers. enginfesrae‘ample
. S 'lurln" the war. The yards on the Squantum swamp, for e e y
e]thl(h B:ethlehem built with government money, were used )4
;etlcxlehem to build thirty-five destroyers, on whlch' tltley;nrtnf ;03
guaranteed profit. “What did we earn on that I;A‘;esdlrg nOt. poou
ke it a milllon percent, if you wanted to. We ] v

oy o in it,” Mr. Shick explained. The $32,000,0000 “was p'
@y;;mx:sz gove'rnment for the benefit of getting Bethlehem's

n

‘know-how’.”
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Fighting for its immense imperialist stake in the war, the
government could not leave the vital question of shipping in the
hands of private management, with all its inefficient, disorderly
anarchy. But, by its capitalist nature, it had to assure private industry
of huge private profits from government operations, and it had to
guarantee to return, at the conclusion of the emergency, the U.S.
merchant marine to private ownership. This is precisely the role of
capitalist government in these matters.

3: 1920-1935: Shipowners’ Gravy-Boat

TOWARD INDUSTRIES, other than maritime, the government
during the roaring twenties followed a hands-off policy. US.
capitalism was able to live off its World War 1 profits. Abroad,
surplus capital found investment in Europe and Latin America
via government and prirvate loans; at home, new industries de-
pending on a mass market, such as autos, radios, etc., expanded
production. boomed along by an expansion taking the
form of “installment-plan” credit for the working people, of
Wall Street speculation for the financier—producing the artifi-
cial “prosperity” which crashed in 1929.

But in maritime, it was different: the government did not a
first see further immediate need for its emergency-built fleet, at
least not on a scale adequate to handle the burden of its foreign
commerce. It had “solved” the critical lack of ships by embark-
ing on an improvisation as mammoth as it was expensive. But it
did not immediately draw the full logical conclusions from that
crisis. It abandoned, true, its notion that @ merchant marine can
be selj-supporting. and developed the system of indirect subsi-
dies. But it did not carry its thought through to the realization
that in an epoch of sharpened imperialist commercial rivalries,
of inevitable imperialist wars, an imperialism has to plan an un-
economic merchant marine on a consciously imperialist scale in
order to keep its trade routes open in peace, and to act as a
naval auxiliary in war. In the 1920 Merchant Marine Act it was
interested principally in quickly retiring from maritime opera-
tion and turning the industry back to the shipowners.

The war had made the U.S. a creditor nation, with a favor-
able balance of trade, and enormous war-debts owed to it. When
to this. the U.S. added the erection of impossibly high tariff bar-
riers. the debtor nations had to pay cither in gold, of which
they had little, or in “services,” among which shipping services
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are not the least important. To accept them struck U.S. capital
tsm, momentarily fearing no immediate inler-imperiali‘st ep; ! .
sion, as the easiest and cheapest way. r
- But t.here were all the war-built ships, like white elephant

The policy of indirect subsidies adopted by the govefnfnn 5;
Jlowed jrw‘u a hodge-podge of mixed motivations. It was wi[l'm
(o let‘ the fleet declire, but not disuppear. A sense of nati "‘5[
prestige combined with a desire to hare its mails carr/ied Io:’lf
its own flug. And if those ships were to be kept going it;‘,:) %r
(‘uszlzw' f’.rpcr[efncvs and the knowledge that all foreign i[;al.; u‘:n
subsidized made it realize that some sort of subsidization u‘oul’§
be necessary. Furthermore, in a groping and tentative way, it
was '('OVX'/MS(’IHY sensing the imperialist need of its oun merc'h,anl
marine, though that did not jully crystallize till 1936

. Thus, though the industry dro})pvd to one of Isecond-ral
importance again in the eves of the gorernment because it u: .
rot lucrative enough to attract private capital. and U.S. go ;5
rqxtld bf’ more cheaply transported in foreign bottoms as/zfl ll) .
of the industry was kept together through gorrrnmcn’l mail Zo‘;"_'
tracts and subsidies. During the boom years between 1923 and
1929 a Imlfdfu[ of increasingly parasitical shipping magn;!('s in
an orgy of graft and gravy. grew fat on these subsidies, si }z'¢7n-
ing off colussal sums, while the ships themselves, and.llmpcon-

ditions on the ships, deteriorated till the U.S. lagged far behind

the other wrangling imperialisms.

gl.E INMEDIATELY post-war situation is thus summarized in Our
hips ¥

*Our Ships, an Analysis of the Uni p i
the cditors of Fortune, New i'urk. O\Ifii‘(ii f'tx‘llit\?grsygtirc}”lgéts Jll(('L:’l-;)ne. A
volume, rich in docunientativn and revelation, is xiotable 'asJ h. Tlllis
th_at even important sectors of the ruling class itself were d;: custeq
with the shenannizans of the shipowning buccaneers. Not that }:gutsted
raises any ohjections to the expluitation of maritime labor, or (:r z:e
pouring of public funds into an important capitalist mdustr\:' no owh i
.-'\11»111::»:: 4”“"' inteilicont spokesman of capitalism is the-s.heer' bu::-
gling inefliciency of the thinu, the ract that not all the billions produced
an}'thing remotely resembling an imperialist merchant marine ;n
thfs present chapter we are going to quote extensively from t}lis work
using its words where possible rather than our own investigations fox:
this reason: the shipowners might make a plausible case in accu,sln
g; of glfxx:;chiy deser\i(ed prejudice against them; but they will find lgt

ore cuit to make such an accus i r
T (ke such 2 ccusation against the most brilliant
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Late in 1916, the U.S. Shipping Board was created with authority
to do almost anything it pleased with the merchant marine. . . .
The Board’s program was hurdly launched when . . . the War ended

. the number of ships on order was cut to 2,316,

The contract cost of these ships at inflated wartime prices was
$2,900,000,000; and miscellaneous expenses brought the whole cost
of that building programme to more than $3,000,000,000. Some of
the ships were little better than junk. . . .

The Shipping Board's chief object since the war has been to get

rid of its 2,316 ships. . . .

From the 25 per cent cash demanded in 1519, the down payment
eventu:lly fell to a nominal 2.5 per cent. And on such terms as
these the Board did finally manage to dispose of 1,976 of its vessels.

{They] brought in almost £340,000,000.

In a word. the capitalist government turned the fleet over to
private industry at approximately ten percent of its cost; and then
subsidized the private shipowners to run it. The necessary legisla-
tion was provided by the Merchant Marine Act of 1920.

This Act described itself as “An Aect to provide for the promo-
tion and maintenance of the American Merchant Marine, to repeal
certain emergency legislation, and provide for the disposition, regu-
lation and use of property acquired thereunder, and for other pur-
' Its chief provisions were: a reorganized Shipping Board, its

poses.’
o seven, their salaries raised from

membership increased from five t
§7.500 to $12.000: the Board was empowered to sell or dispose of, as
soon as practicable. government vessels to U.S. citizens so that all
ships might ultimately be “owned and operated privately by citi-
zens of the U.S."—sales to aliens being permitted only by a vote of
at least five of the Board's members; the Board was authorized to
establish “adequate and regular” steamship services, set up a marine
insurance fund for government vessels. and put aside out of revenues
from sales and operations for a period of five years a construction
loan fund of $25.000.000 (later increased to $125.000.000) to
encourage modern ship construction by paying two-thirds of th.e
cost thereof. Other provisions of the Act were: exemption of Ameri-
can shipowners from excess-profits tax for a period of ten vears:
encouragement to U.S. vessels for carrying mail; preferenha! rail-
road rates on goods imported or exported in U.S. ships: exclusion of
marine insurance companies from the provisions of the Sherrr}an
and Clayton Anti-Trust laws; and repeal of certain hindering treaties,
etc.

By the supplementary Merchant Marine Act of 1924, mail subsi-
dies were handsomely increased. For the next six years, the pay-
ments totaled some $4,800,000, or an average of $800,000 a year.
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e l?):;;:etlhese ;nore tlhan generous provisions, “from 1921 to 1926
ntage of total imports and ex i

he perc : . xports of the United States

;;,rln:;d' in Amencan ships fell steadily—1921: 39.89%; 1926: 325%.”

(ﬂx Ii‘lilputs ners ll;ld cause to be happy. It was the period of }iard{né

.oolidge “normalcy,” and the graft i .

) ¥, and corruption which
blew up in such scand | (N
; ndals as Teapot Dome had thei

. their less-know i

time counterpart. There were lashi i o and 1
¢ co . ashings of thick rich g

: | : gravy,

capflahsl government ladled it out with a hospitable };: d e

capital. In his authoritative volume e

nand Lundberg provides

osp private
\ ; America’s 60 Families, Ferdi-
S some detailed examples:
I g Board after the war,
Chions pIng. ! , under Albe
e L P oo, gy v
B, ) <0 une, provided an opp rtunity for a
»mw,lerdv fe;:mtlo, Ialld to lvhelr hoards. The steams}ﬁ‘;}”(t}liltn;tz/foz s
(,‘handle'r pum(irj}y thu' German ship Aeolus, was sold to H. oy
holder ut“ the 1:)]'9:\ Ol' lh‘e ‘LOS ey Times and paaing B:;ZZ
prea”angememab n.gzele> Steamship Company, for $100,000, after
Freq Tamgement GI'\\-LeIl Lask%’r und Chandler to have bids "1dve
for i en b,'s “h_l'le the Fh.]p was out of port and not a\\";ilablr;
raiapection L} oumgers. Th1§ was learned in the Senate’s inves
1(:; pon of the L n{ie_d btz}teg Shipping Board. A year earlier Chan;i:
Imemwlmmlre“ ;:,.u,yuo for the vessel, and after the war the
e re.rused Asjlr('dmlle Marine had offered $660,000; both offers
SR10.000 o rec nditioning, and acending. 1y g oIt DeRL
W o X i
w.:.;}:\;,;z}:xijl.t)v,l,l'g for scrap alone \\':nn :tdl\?fs ;Zle(;;gfir:f) (tfll;:nillll;?
ping Board also sold sev : .
to the Dollar family of Cali(«)r(:xi;e‘l's:'"(elf: I‘)E?i!:ll-slfitnba;‘gam s
tlit)n—l‘a‘e“lt\‘oex had constructed four cargo ships in Chinz athi IZZiltﬂri
r;;)-,;”me gzizrtno the goV\ ernmeng; they later acquired title to 11181?11
rom ment for $3u0,000 each. Another shi the C
‘.‘ hl(}:,.h.ﬂd cost the government £1,619,502.27, was <old zp‘; the Igaluao'
iti)'rl'n:;,:i:fl.r. a}thmu:h an earlier bid of $825,000 from theelmoe:‘;
on: b(;ughctd:éivl:n)(ljz;x'ixlI;e“;':es ix;}ejeclled. In October, 1923, the Dollar
s A X i .
eal('h had cust the governinent $f.r;;S,Bi)getih;gxslsﬁ;::00'000 apieces
hwz\w:l{::itf'ua' tlc»]r:z::te(nc(:)lr:m:lne;e investigating ocean-mail contracts
& t d 10Us bonuses iss
\;u?ed .m Dollar by his stockholll:el:sb. Ali%rc‘x:;:;?:: :el\d e
:}lxilzj“:xr:‘orrlft:;s_gg(\:r_riment for $13,975,000, Dollar receivedenc‘:renn
(:( S 0 5, .'.-.:) and interest of $73,014.69. From 192 o
‘{;}zs;::nl?o];a;r Line made a net profit of $6.746,759.33 on4tlt1(;
roassid 2 ships, defaulted on its payments to the government in
933, but went on making payments of commission to Dollar. Al-

though it had liens on the v
[hen:, s e vessels, the government did not reacquire

Lasker, while head of the Shipping Board, introduced a merchant-
marine bill which a Senate committee found would have subsi-
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dized the shipping enterprises of companies like the Standard Oil
Company and the United States Steel Corporation in the carrying
of their own products. Standard Oil would have recieved $1,500,000
annualtly and U.8. Steel £300,000, Enterprises like the Cudahy
Packing Company und International Harvester Company were even
then protesiing that ocean freight rates were higher after the
merchant marine had been subsidized than before. . ..

Lasker on May 12, 1422, wrote to Robert R. McCormick, of the
Chicago Tribune, who had suggested that the Paris edition of the
newsp.per be given more Shipping Board advertising. Lasker said
thar the Chicago Tritune under a new schedule was slated for
fourteen hundred lines of advertising a week and that he was send-
ing under separate cover copies of the ship subsidy bill and the
Board's study of subsidirs. He suggested that McCormick might
want to : wn a writer to compose a series on the American mer-
chant marine, and offered to cooperate. The Chicago Tribune soon
afterward syndicated a series of propaganda articles signed by
Lasker himself under the title: “Why the United States Should
H.ve a Merchant Marine.” The Shipping Board then gave the
Tritune the contract for the news service on board its vessels;
under this contract the Shipping Board paid deficits and the
Tribune shared profits.

1So much for the “cbjectivity™ of the capitalist press in treating
maritime problems.) Of graft and collusion between the Shipping
Board and the shipowners. examples could be multiplied indefi-

nitelv. but the above will suffice.

But “appetite grows with eating”: the shipowners wanted even
larger helpings and richer gravy. and the Merchant Marine Act of
1028 was passed to give it to them. In essence it reaffirmed the gen-
eral policy of the 1920 and 1921 Acts. but made the mail subsidies
even juicier. Title IIT of the Act increased the construction loan fund
to 8250,000,000. Title IV established mail contract rates as follows:

Class Tonnage Speed (knots) Mail Subsidy per Nautical Mile

7 2,500 10 $ 1.50
6 4,000 10 2.50
5 8,000 13 4.00
4 10,000 16 6.00
3 12,000 1R 8.00
2 16,000 20 10.00

Interest provisions were. to say the least, generous. The govern-
ment loan fund was raised to $250.000.000 in the 1928 Jones-White
Act, and the Postmaster General was authorized to negotiate new
mail contracts on a ten-year basis. What the new mail scales meant
in practice is made clear in Qur Ships:

As they were presently signed, the new contracts called for malil
payments to operators of a total of $272,000,000 by 1938. Taking
this bounty by the year, it meant an average expenditure of
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27,00, 000-—almost thirty times the average annual cost of the old
mail subsidy during the past thirty-eight years. . . . Within the
next three vears the government approved more than $116,600,000
in construction loans for forty-one passenger and cargvo vessels. ...
In addition there were nineteen vessels of more than 155,000 tons
thiat were to be rebuilt or converted to foreign trade at a cost of
$10.000.000 or more.

These lnans, added to the subsidy, made a total of almost $400,-
00w that the government was prepared to lay on the line to
put U.8. shipping industry back on its fect. But it wasn’t enough.

It certainly wasn't. The shipowners’ greed was a bottomless well
in which millions disappeared without leaving a trace. The same
Our Ships sums it up as follows:

Study most of the U.S. lines engaged in the North Atlantic freight
trade and you will find that they were born at ahcut the sime
tin., wi'h about the same am.unt of confusion, after the War;
that their early years were bad and their later ones not much
better: that they got away with homicide in all its degrees: that
the m re they were pampered by the U.S. Shipping Board the more
irre<ponsible they became. . . .

It was a real “dance of the millions.” Prior to World War I. the
covernment had given private operators less than $15.000.000 all
told. But between 1911 and 1937, the U.S. government paid close to
three and a half billion dollars: $211.000.000 in operating subsidies.
and £3.200.000.000 to build and operate its ships.

But. in contrast to these astronomic figures, consider the invest
ment of the shipowners. When he was Maritime Commission Chair-
man. Joseph P. Kennedy estimated the amount of private capital in
the lines eligible for subsidy as only 856.000.000—and in all U.S.
lines in foreign trade as only $125.000.000.

Our Ships adds elsewhere that “a company can lose $7.000.000
in seven years and still make a net [profit] of $1.200,000.” It
adduces as a striking but not unusual example: “. . . the Dollar
Steamship Company . . . which made what the Black Committee
fizured to be a 86,700.000 profit on a 8500 investment with govern-
ment aid. . . .”

Finally, in summary. Qur Ships contrasts ship-subsidies with

subsidies to new and struggling industries like air-transport:
This kind of subsidization, indeed. is like adding vitamins to an
otherwise insufficient diet. But maritime subsidization. as defined
by the present law, undertakes to provide its charges with free
daily meals, from soup to peppermints.
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The 1928 Act showed certain results. According to the carefull
documented Merchant Marine Policy of the U.S.,* by 1933 fort -twy
new vessels of the modern type, aggregating 468,000 gross );onso
had bt?en built; and forty vessels had been re:ondit,ionedbto o )erat;
at a higher rate of speed and carry a greater number of passerlwerS‘
there had been established and maintained regular steamshi > <er{:‘ic ‘
for the transportation of mails between the LCS and for;fiarr: | ortsi5
at a cost that by 1932 had totaled £125,509,311.18, andbbvp\!arch
11;33':;;;8:47.731.791"66' In one fiscal year alone. that endi.n;; June
.me.m éz(.).(;(;laj%{r?':]g](];.carrylng was estimated to have cost the govern-

In the general reshuffling of bureaus attendant on the return of
the Democratic Party to power in 1933, the U.S.S.B. and its Merchant
Fleet Corporation were transferred to the Department of C(;mmerce
the new organization being known as the United States Shi in,
Board Bureau of the Department of Commerce. This paper <}1iftl;x]:ad§
no change whatsoever in either the Board’s functions or it; behavior

By. 1935. however, the situation had grown so scan(ialous that.
some 1;|telr\'enlion was imperative. Discussing the incredible costli-

o ) . -
:zt;:) the government program of indirect subsidies. Our Ships
Also you can deduct a consi
by private shipping interests 2?;2:12hseur\x:';:atB:t:aswll]xeeiln :O:ke'-f‘i
s_enate Commit'lee began to investigate the $26,000,000 a yeaf:zs-
:gld}' that the U.S. was then paying in the form of mail contract
it found such a turgid record of fraud and extravagance that Chai?-b-
man Hugo L. Black advised the government to abrogate all mail
contiracts and to operate its own merchant marine.
. But that. as we shall see. is precisely the opposite of the func-
tions of a capitalist government, which exists. among other reasons
lo.guurumee private ownership of the means of produ?:tion inclundin ,
Shl.})ping. The nine closely printed volumes of the Blaci& Commitg-
tee’s report reveal one long mess of piratical looting of public funds
On them, Our Ships comments: ) B
Some of the disclosures of the w vhi g
worked hand in hand with privateai‘nitzr:sl:;cgrgo::x:;lll:;:in(:rgfd:hls
scandals of the Harding Administration. It was demonstrated to:
instance, that lucrative mail contracts had been parceled out ar;mng

the operators themselves, then pussed on to the Post Office Depart-
ment for endorsement—which they invariably got. On forty con-
*Doctoral thesis by Hsin Ssutu, Universit
! ¥ . y of Pennsylvani 5
This curious document, though loaded with bourgeois pr};judlcz; 11953:
mine of factual revelation-—certainly far more than its autho}'
intended that seamen should know. ever
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tracts bidding had been in name only: they had been awarded by
per=onal conference, usually at the highest rate the law allowed.
The performance of vessels at sea (on which the rate of payment
depended) had been falsified, and ships’ masters had been forced
to connive ut the falsification. Contracts had been given, against
the spirit of the law if not its letter, to coastwise lines that had no
soreign competition, even to lines with foreign subsidiaries.

Through intricate networks of subsidiaries and affiliates, the
Black Committee tracked down mail payments that had been with-
drawn secretly in the form of profits. There wus the case of the
pacific Lighterage Corporation with nnly $10.000 in physical assets
that was owned by Stanley Dollar. his wife, Esther Dollar. Harold
Dollar, and A. F. Haines—who also controlled the Dollar Line,
which was drawing a government subsidy. In five vears the tiny
lizhterage company paid its owners more than $1.000,000 in profits.
.. And while all this was going on. lobbyists and publicity men
empl ved by the steamship compunies (out of money that they got
from the government) were in Washington, trying to influence
public c¢pinion in favor of bigger subsidies.

For all this sorry mess the Black Committee held three
errors to blame: The Merchant Marine Act itself, the conduct of
the officials who had administered it, and the greed of the ship-
owners and operators who had profited by it. . . .

“postmzaster-General] Farley was able to report . . . that prac-

tically all the existing contracts had been signed in open defiance

«f the law. ...

A few specific examples will further illuminat
+ffairs. The Matson Line started building the Mariposa and Monterey
in 1930. They cost $8.300.000 each. a total of $16.600.000. Matson
put up $5.000.000: the government “lent” the rest. On the basis of
these ships the government hoosted the mail bountv to 810 a mile,
800 a voyage, or nearly $937.000 a year.

which comes to about 8718
Matson picked up in the process two additional mail bounties coming

to approximately $380.000 a year. On this situation, Our Ships is
frank and detailed:

Wherefore the question arises: could the Mariposn and Monterey
earn their way in the South Pacific without a subsidy?

The answer is a flat—No! An examination of Oceanic's "Matson
subsidiary] income statements, heretofore denied outside observers
and involving sums not reflected in the published balance sheets
of the parent Matson Navigation Co., will quickly document the
denial. During the five years 1932 to 1936 inclusive, the Mariposa
and Montercy made a total of $1,066,800, or about $213,000 a year.
But the U.S. mail bounty, meanwhile, totaled some $5,120.000 (in-
cluding poundage payments and payments for interport mail), or
over $1,000,000 a year. Therefore without this chunk of subvention
the two ships would have lost Oceanic some $3,900,000 in all, or
around $787,000 a year, since they first stood down for Sydney.
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Or take the curious history of American Export Lines. In 1920,
still according to Qur Ships:

At that time the Shipping Board . . . had started a highly un-
satisfactory experiment of assigning its excess ships to private
operators and paying them to maintain various services. Export
Steamship, with seven vessels, C. D. Mallory & Co., with eight,
and A. H. Bull & Co., with six, were all going to various parts of
the Mediterranean and the Black Sea, and all losing money for the
governnient. Their combined losses amounted to $1,572,000 in the
fiscal year ending June 30, 1923, and to somewhat more in the
following year.

The Shipping Board tried consolidating the services and gave
the contract to Export. which promptly lost $750.000—better, but
hardly brilliant.  In 1925 the government offered to sell these
ships. built at a cost of 829,000,000 and having at that time a
market value of $3,582,000—and Export’s president, one Henry
Herbermann. picked them up for 81.062.000. Though the company
showed steady deficits on the books. Herbermann “paid himself
lavish salaries and expenses.” With the Jones-White Act of 1928,
Fxport got a mail-subsidy guarantee of 82.50 per nautical mile. In
1929. a total subsidy of over $1,000.000 miraculously converted its
half-million-dollar operating loss into a cozy profit of $587,000.
Fxport then proceeded to expand. planning the construction of four
sixteen-knot modern freight-passenger ships.

The total cost of the Four Aces Exeter, Excamlion, Ercalibur
and Erochorda), s Export began to call them, was $9,442,000, and
to pay for them the company borrowed $6.900,000 from the Ship-
ping Board, which thereby zcquired a first mortgage on the line.
‘The remaining $2,500,000 was to be paid by the line itself. The
government lcan . . . with interest varying from three-eighths of 1
per cent to 1.5 per cent ... was to be paid back over a twenty-vear
period. S:ill outstanding in 192% was more than $500,000, which Ex-
port owed the Shipping Board for the purchase of its eighteen
original ships. . . .

The four ships rated as Class 4, received 86 per mile for mail,
and in 1931 they brought the line a subsidy of $1,620.000. But the
world crisis caught the firm: by 1931 Herbermann had defaulted in
construction payments; the N.Y. Ship, the Philadelphia National
Bank and the Central Hanover Bank and Trust Co. of New York
moved in as second mortagees. By 1939 the Black Committee moved
in too, and revelations commenced:

Was it true, _Senator Black] wanted to know, that Mr. Herbermann
had in 1924 pald out of his company’s funds a $510 tailor bill
for his good friend T. V. O'Connor, former Chairman of the Ship-
bing Board? Had he not in the same year given twenty-four head
of blooded cattle worth $4,000 in all to one A. W. Pattiani of Pope
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Valley, California, Mr. Pattiani being the father-in-law of H. D.
Gatewood, then head of the Shipping Board's Maintenance and
Repairs Divisinn? Could Mr. Herbermann justify or explain his
expense accounts, which were studded with such items as “meals,
$75 per day; waliters, $100; entertainment, $12077

It was an uncomfortable time, and when it was over Herbermann
had been thorouchly smeared with allezations of extravagzance,
mismanagement of the company. und <hady dealings with the Ship-
ping Board. There wus the matter of the questionable advancing
by the Board of $457,000 for insurance premjums on Export Ships;
the payment of mail subsidy on vessels that Herhermann had merely
eh.rtered f.r use in the Black Sea trade; the singular history of
the Storm King. a freighter that had been wrecked on the treacher-
ous north coast of Africa during her first vovage under Export
ownership and had been declared a total loss. The full amount of
the $200,000 insurance (less §2,000 broker’s fee) was collected,
and Export replaced the sStorm King with another cheap =hip. the
Hal’ Moon, When both ships had been paid for in full a balance
of $55,000 remained out of the insurance, and this the Shipping
Board had permitted Export to keep. ... And so on.

But nothing that the committee unearthed was 8o damaging to
Export as the fuct that in spite of mail payments amounting to
over $8,000,000 between 192% and the middle of 1934, the line was
$747.000 in arrears on its zovernment-loan installments. Unhappily
this smount was almost precisely what Mr. Herbermann had drawn
in salaries and expenses during the same period. In addition, he
had collected $36,000 in dividends and had personally borrowed from
the company over $200.000. ... .

Far from going to jail. Herbermann turned over his stock to the
second-morteageholders to settle his debts. resigned the presidency
and—hecame a vice-president at a salary of $15.000 a year. Lehman
Brothers took over. and the merry dance of the millions went on.
In 1936 Fxport lost 8836.000 in operations: received $1.179.000
cubsidy from the government: and thus had a profit of £613.000
{plus a non-recurring profit of $227.000 from the sale of ships). or
32¢: on its $2.000.000 invested capital as of the end of 1936.
Breaking the figures down to average voyages, Our Ships wryly
comments:

In 1935-36, the average ship on an average voyage lost $9,765.
Through the courtesy of the U.S. taxpavers. of course, American
Export was able to show sizable profits . . . the $2.50 per mile east-
bound rate for Hog Islanders and 36 for the Aces that the Post
Office paid meant an allowance in the past two years of $19,882
on an average Export voyage, and turned the vessel’s actual loss
of $9,765 into a gift-horse profit of $10,117. . .

To show that American Export is no exception, let us examine
the Gulf firm of Lykes Brothers. owners and operators of numerous
shipping subsidiaries, of which the more important are Lykes Bros.-
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Rlple'y .bteamslnp Co., the Tampa Interocean Steamship Company,
the Dixie Slea.malup Co., the American Gulf Orient and the Southern
Slak”s. The big expansion of Lykes came with the 1928 Merchant
Marm‘e Act. I(.IS to be noted, however, that all jts expansion has
b.ee'n in unprofitable lines rendered profitable by government sub-
sidies. Tak.e the Gulf Orient Line, for example: without the govern-
ment subsidy. Lykes would have lost 860 per voyage day on the
average. For the Dixie Mediterranean Line the fi,rzufe would have
been 8118. This firm has also caught the interest of Fortune’s editors.
who write very frankly about it:

But ... Lykes has done very handsomely indeed. As a matter of
fact. the parent company has never lost money for a single year
since it was founded. And the steamship side of the company has
built up its originzl capital of $700,000 into an existing net worth
of around $5,000,000. after disbursing in the neighborhood of
$2.000.000 in dividends. Total assets for the shipping company as of
June 30, 1936. came to $10,950,000. Cash on hand was $1,750,000,
etc.

This brilliant position is based entirely on one factor—the
$11,300.000 that Lykes had reccived in mail pay up to that time.
(Through December 31, 1936. it received $12,900,000.) Indeed, mail
pay converted what would have heen a voyage operations loss of
$3.955.000 or a mnet loss (counting administrative and other ex-
penses) of $7.083.000 into a net profit of $4,204.000. . . .

The governiment’s charitahleness, judging by the Postmaster
General's report, is scarcely so marked as Lykes’s intemperate will-
ingness to take alms. Consider first the case . .. of Foreign Ocean
Mail Route No. 23. ... When the Post Office took a look, it discov-
ered that between 1928 and the middle of 1934, Lykes, for carrying
mail th:t would have given it around $2,000 on a poundage basis,
received well over $2,000,000. During all this period there were
faster mail deliveries than Lykes's to the ports in question. Fur-
ther, there was almost no malil carried except what Lykes itselt

had addressed.
It would thus appear that Lykes was getting some $2.000,000 a year
for hauling its office mail to its foreign agents. But there is more:

All this may be called the government’s munificence towards
Lykes. But Lykes didn’t simply show a modest gratitude for what

it got; it went out of its way to get more. Rate of mail pay is based
on a ship's tonnage and rate of speed. On Route No. 23 Lykes had a
Class 6 ship. the Moshico, of some 3,500 gross tons and a speed of
ten and one-half knots. Lykes spent $143,000 reconditioning her,
named her the Margaret Lykes, claimed she could now make thir-
teen and a half Kknots, asked the government to promote her to
Class 5, paying $1.50 per sea mile more. This the government did,
waiving the inadequate tonnage hecause speed was said to be “essen-
tially important” on the route. Between 1929 and 1934 she received
$460,000 as a Class 5 vessel where she would have received $290,000
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as a Class 6. But the government, questioning her speed, ordered
a trial run over a measured mile, and the Margaret Lykes did not
make the grade. In fact, the Postmaster General's report concluded
that the Margaret Lykes appeared to belong, not merely in Class 6,
but in Cluss 7 (see p. 11).

Now consider the case where Lykes stood in most need of help.
Between April, 1933, and April, 1936, Lykes-Bros.-Ripley, holder
of Foreign Ocean Mail Contract Route No. 57, sustained, on its
voyuge operations, a loss of $3.682.000. Of the four services enjoying
mail pay under this contract, two heavy losers were the two Dixie
lines, which Lykes took over when the contract was obtained.
That these lines were bound to lose money—a lot of money—
was obvious. Lykes could have no possible interest in such dead
cats by themselves. But certainly Lykes might be interested if
along with the dead cats came a guaranteed artificial respirator

from Washington. )
Here. then, was an instance, not of Lykes trying to stay in busi-

ness with the help of mail pay, but of Lykes going into business

mainly for the sake of it. )
But enough. It must be stressed, however, that the foregoing

examples are not exceptional, but typical. While the government
helped the shipowners provoke and smash the 1921 strike. to estab-
lish an open shop and hold it, while wages were driven lower and
lower and the two-watch system reintroduced, that same government
with its other hand was ladling out gravy to the shipowners in a
rich steaming flood. While repression and want stalked the water-
front, graft and collusion were rampant between the government and
shipowners, as was clearly revealed when the whole nauseous mess
was finally aired by the Black Committee.

But the graft. rich as it was, is only a side-issue to the main point.
Graft can be periodically and momentarily cleaned up (though,
under capitalism. it cannot fail to break out again). But what is
basically wrong in the situation just exposed continues to exist.
What is historically significant in all this mess is the increasingly
parasitical and essentially meaningless role of the shipowners them-
selves. For the billions which the government rained into the appar-
ently bottomless pit of the maritime industry. and which went pour-
ing off into the pockets of Bethlehem Shipbuilding, ship-“owners,”
operators and the accompanying grafters, it could have built itself
an efficient fleet.

Whenever there is an argument about capitalism, one of the main
arguments of the capitalists is that they risk their precious capital in
new adventurous construction on which they can only gradually re-
coup, and thus deserve a profit. Quite apart from the general falsity
of this argument, it is particularly noteworthy that in the post-war
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shipping industry it doesn’t even apply. For the few millions (often
only “paper” of dubious value) which private capital put in, the
government poured in billions drawn from the general wealth of the
nation. But it was the private operators who drew the profits, based,
not on their own relatively small investment, but on those gow.:rnment
!)1lhons. The figures for the period just prior to 1937, as collated
in Our Ships, reveal the whole swindle: the equity of private capital
in the U.S. merchant marine was a mere $125.000,000; vet their
gross was $200.000.000. ’

What happened was that, instead of building and running an
eff'icivm merchant marine itself, the government first turned its rivar-
built fleet over to the buccaneering private operators for a song,
then poured in at one end subsidies that. offxetting operating losses
came out the other end as private profits. In sum, the gO\';rnmen;
forced an industry that cried out for expropriation back into the
morass of private ownership. That was not merely bad judgment,
or party politics, or a mistaken policy, or anythi'ng accidental or
temporary: that flowed cutomatically from the nature of the capi-
talist state as the guarantor of private ownership of the means of
production.

————

1: 1955 to Pearl Harbor: Govrernment
Rationalization

THF ROOSEVELT administration had tried to bolster U.S.
capitalism internally by the New Deal “pump-priming” meas-
ures. But no extemporizing with price-fixing, limitation of pro-
duction. and public works, on the home front. could offset the
decline of capitalism toward collapse on a world scale. U.S.
szpitalism under Roosevelt by 1935 had to give careful con-
sideration to the reorganization of its foreign markets.

Though agricultural production was restricted by govern-
ment pressure and subsidization (A4AA) to conform more
nearly with the home market's depression limits, this did not
help idle Wall Street capital or surplus industrial production
to find foreign markets. These markets the government under-
took to organize just as it had tried to organize and expand
the consumer market at home.

Knowing that for imperialist expansion a merchant marine is
an absolute essential, the government carefully studied the mari-
time industry, and worked out a program that finally rational-
ized all its previous gropings. Its legal formulation was the
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1936 Merchant Marine Act. The new and definitive program
recognized two fundamental facts: 1) organization of foreign
markets, in this epoch of sharpened imperialist competition,
demands peace-time mercantile supremacy; 2) economic com-
petition inevitably leads to military operations. Hence U.S.

lism planned a merchant fleet to carry its foreign com-

imperia
e Navy

merce in peace time. and to serve as an auxiliary to th
in war.

The old system of mail subsidies was in its nature hy po-
critical and had become so graft-riddled that a more forth-
right approach was obviously necessary. The new program
frankly provided for direct subsidies. This was neither a reversal
of the old policy, nor its simple continuation: it was its final
rationalization. The government had finally thought the prob-
lem through and taken the appropriate measures.

Though the mail-subsidy system had relieved shipowners
of all financial risk, it had failed to build a merchant fleet.
After pouring millions into the industry for 15 vears. U.S.
imperialism found itself with a third-rate merchant marine.
The anarchy of “private enterprise” had dissipated th- public
funds. The new program introduced government ‘‘planning.”
Thus. having previously relieved private operalors of financial
risk, the government now took the next step: to relieve them of
the responsibility of organizing the industry. One important
item, hotcever, it was cureful to leave in private hands—profit.
Thus, though the 1936 Act introduced important changes in
of maritime and increased government
‘hanges in method only served to accen-
private capital in the

government financing
control over it, these ¢
tuate the increasingly parasitical role of

industry.

PRIOR TO 1935 there was a developing interest shown by various
agencies in the maritime industry. As we shall see in
. this interest was stimulated somewhat by the
e strike of 1931. The Nye Committee
d that the old mail subsidies repre-
sented a colossal waste of public funds. These congressional inves-
tigations indicated that some sections of the employing class were
beginning to recognize the need for a well-planned merchant serv-
dissatisfied with the results of government expendi-

government
a later chapter,
great Pacific Coast maritim
and the Black Committee prove

ice, and were
tures.
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In a letter to Judge Bland, Chairman of the Committee on Mer-
chant Marine and Fisheries. the Secretary of Commerce on March
13, 1934, set forth the following recommendations made by the
Shipping Board Bureau:

1) The present system of linking subsidies with the carrying
of mail should be abandoned, and in its place specific subsidies
granted for the maintenance of essential services should be given.
Ruch subsidies should be extended to lines in the protected trade.

2) Subsidies contracts should be based on the differentials in
building and operating costs, should be sufficiently flexible to
permit their equitable readjustment as changes in conditions
occur, znd should provide for necessary replacement.

3) Subsidies shiuld be givided into four classifications: (a) con-
structinn differential subsidy; (b) operating differential subsidy;
(¢) trade penetration subsidy; (d) other conditions bearing on
the issue, such as foreign subsidies, etc.

4) Money for subsidies should be appropriated from General
Treasury fund, and not, as at present, provided indirectly through
some other Department of the Government.

5) Subsidies should not be granted to more than one (1) line
competing in the same trade route without the business volume
justifying it.

6) The preceding proposals contemplate uniform cost informa-
tion at all times avai.able to the Government and regulatory power
over subsidized lines and construction companies.

7) Subsidies to be recommended through a joint committee of
experts, representing Government departments, having a direct
interest in the development of the merchant marine.

This letter indicates the general nature of the program which
at that time was being considered. So far as the government attitude
toward the shipowners is here defined. it anticipates in all essential
respects the Copeland Bill. now on the statute books as the Mer-
chant Marine Act of 1936. the key recommendation and main policy
change being provision for direct subsidies. This Act, the legis-
lative basis of all suhsequent developments, deserves—and will
receive—long and careful treatment.

On March 1. 1933, President Roosevelt gave his executive
encouragement. According to the New York Times report, he rec-
ommended direct subsidies instead of the then operative mail con-
tracts to avoid such abuses as:

the improper operating of subsidiary companies, the payment of
excessive salaries, the engaging in business not directly part of
shipping and other abuses which would have made for poor man-
agement, improper use of profits and scattered effort.

By the time Senator Copeland introduced H.R. 8355, smooth
spade-work had already assured its speedy passage. The whole plan,
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construction of a new fleet. Few new ships had been built since the
days of World War 1. The old ships were slow, incapable of more
than ten or twelve knots. They had passed the twelve-year mark,
many of them, and were ready for the scrap heap. How far the
deterioration had gone was not recognized until the Commission
made its survey. It learned that:

while ranking third among maritime nations of the world in the

point of number of ships in aggresate tonnage, the U.S. now stands

fifth in the mautter of ships ten years of age and under, it being

outranked by Great Briiain, Germany, Japan, France and Italy.

It is in :n cqually unfavorable position with respect to the speed

oi the vessels in its merchant marine.®

Joseph P. Kennedy, first chairman of the Maritime Commission,

reporting to a meeting of ship operators at a National Maritime
Day celebration on the 15th anniversary of the Propeller Club,
May 21, 1937, gave the following round-up of the development of
the industry as of that date:

In 192§, Congress finally decided that only through a com-
prehen<ive plan of subsidies could the job be done. Aid was extended
through the mail contracts. The government contracted to pay out
over thirty miliion dollars per annum to shipowners in this wuy.
Upon the announcement of its program, shipowners and their law-
yers scurried to share the “Treasury's largesse.” But once again
the program as a whole was a failure. Despite large grants and
liberal loans, relatively few ships were constructed to replace
our aging fleet.

There is no vzlue in arguing how far American shipping opera-
tors were to blame. Certainly the world wide economic cullapse had
a lot to do with it. And I agree that the sins of the few should not
be saddled upon a whaole industry. Nevertheless, public confidence
in the shipping business was justifiably shaken as testimony before
the Scnate Investigating Committee revealed improper salaries,
“milking” devices, and other abuses which showed that “sub-
sidies” had been abused.

. . As the President recommended, the new act under which
the Maritime Commission is functioning, abolishes the subter-
fuge of mail contracts. In its place, the government is to pay
two kinds of direct subsidies. One is the payment to the ghip-
owners of the difference between American and foreign operating
costs. The other is payment to the shiphuilders of the difference
between the American and foreign costs of construction. The
keynote this time is competitive equality, not favoritism. . . .

For the third time Congress has rejected government
ownership as a way of securing an appropriate merchant marine.
Perhaps it wouldn't be untimely to suggest that in view of such

*Maritime Commission press release of January 18, 1937; see also
Press Release No. 60 of May 11, 1937.
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an intense purpose to have an adequate merchant marine, the
failure of private enterprise this time may bring about a different
method of achieving the goal. If the government has to pull the
whole load again, the people may want to own the tow as well

as the tug. .
This was a warning to the “private operators” that a scandal

at that time would have disrupted the whole program of further
subsidies for private management. Seamen acquainted with the fact
might demand workers’ management of the industry. One thing is
certain: whatever shipowners’ stooges may allege against workers’
management, it could not have been less efficient than the manage-
ment of the past period had been; indeed any active seaman knows
that it would have been infinitely more efficient.

In February 1940, William L. Standard, attorney for the National
Maritime Union, wrote a little pamphlet called The Coming Subsidy
Scandal. Hastily prepared, the pamphlet contains little factual
information, but in it Standard revealed that the Maritime Com-
mission had much more information about the industry than it
ever made public. Joseph P. Kennedy made an economic report to
Congress in November 1937. Standard claims:

Shortly after his [Kennedy’'s] report was submitted to Congress,

it came to my attention that Dr. Theodore J. Kreps. associate
professor of business economics at Stanford University, in his
economic study of the American shipping industry, offered as
his opinion that every American shipping company investigated
by him was insolvent as of that day, with the exception of the
United Fruit fleet and some of the Grace properties. The im-
portance of this report immediately becomes apparent, because
it it {8 a fact that in 1937 the prospective applicants for direct
subsidies were insolvent, why subsidize 9z;o1))rlvately-owned and
¢ operated fleet? (Pilot, Feb. 9. 1940. .
pl:;';):te!l\)la(;gime Commission suppressed the Kreps report, utiliz-
ing some of the facts it contained for making subsidy adjustmer.\ts
with some of the shipping outfits, but drawing exactly opposite
conclusions from those implicit in the report.

Far from refusing to subsidize insolvent companies, tl}e govern-
ment launched its new shipbuilding program by pouring funds
into the hands of the mismanagers of the industry. Testif:mg before
the House Appropriations Committee in August 19.31. Kennedy
revealed that contracts for construction of 95 new ships }'fad be'en
let. The shipping companies contracting for the‘new ships \.Vlt}‘;
the prospect of operating them after they were built were require

to pa
zg%yof the American costs (exclusive of national defense features).

.. The remaining 75% Is pald by the government to the ship-
*33«
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builder, the applicant obliging itself to repay with interest the
foreign cost of the vessel less the down payment within twenty
years. The only part of the construction costs of these ships if
the governient doesn't recover, therefore, is the difference, it
any, between the foreign and the actual American cost.
Asked whether the government enterprise in shipping would dis-
courage private ownership, Kennedy hastened to point out very
clearly that the Commission

. . seeks to advance private ownership. In effect we say, “We
will give you a subsidy for six months, at the end of six months
we will be in a position to judge whether you, the operator, can
qualify under the statute for a permanent subsidy.” In some
instances this raises the question whether thd operator can raise
new capital required for qualification.

Thus with touching confidence in the promoters who in the
immediately preceding period had carefully nursed their own swol-
len salaries and profits but had put the industry on the rocks, the
government now pegged its new program to the “honest dealing”
of these leeches. All that Kennedy is here doing is restating cer-
tain formal provisions of the 1936 Merchant Marine Act; he is
explaining to the Appropriations Committee how the shipbuilding
program was supposed to be conducted. Now we shall see how in
fact it was conducted. It is a long and dirty exhibition, which
would be tedious were it not so incredible. It is, in one sense, the
same spectacle of greed and gravy: but it is now a modern-tempo
greed, a “vitamin-enriched” gravy—grafting has become positively
aerodynamic.

The Maritime Commission itself swung into its work under
very dubious auspices. Joseph P. Kennedy was himself a stock-
holder in Todd Shipbuilding Corporation as well as a big-time
Wall Street speculator. The Merchant Marine Act forbids an
owner in the industry to be in any way connected with the National
Maritime Commission. But Roosevelt simply disregarded the pro-
visions of the law and pushed Kennedy into the Commission
chairmanship.

One of the first things Kennedy did was boost the ante for ship-
construction subsidies from one-third to one-half. In a press release,
August 30, 1937. this was explained as follows:

Under the Merchant Marine Act, the Maritime Commission may
subsidize the cost of vessels for operation in foreign trade by
paying the difference between the domestic and foreign cost of
construction, providing the subsidy does not exceed 331%4%, or
in special cases. 50%, of the domestic cost of the ship. In build-
ing a ship under this subsidy plan. the commission handles the
whole transaction and pays the shipdbuilder direct for the vessel.

034

THE GOVERNMENT AND THE SHIPOWNERS

{Our emphasis.] The shipowner is required to make a payment

of 25% of the down cost through the Commission during the

course of the comstruction of the vessel, and upon its completion

to repay the balance of the purchase price in regular install-

ments spread over a period of twenty years with interest of 3'%2%.
Kennedy was making sure his shipbuilding interests did not suffer
as a result of the well-known shipowner duplicity in financial com-
mitments. The Maritime Commission itself guaranteed full payment
to the builder.

Construction subsidies were only the beginning. The govern-
ment also guaranteed profitable operation of the new ships. On
termination of the old ocean mail contracts, June 30, 1937, Kennedy
announced the Commission’s program for granting operating-
differential subsidies which were a substitute for them. He explained
that:

An eligible American ship operator of an essential service in the
foreign commerce of the U.S. may be paid an amount not to
exceed the excess of the fair and reasonable cost of certain items
of expense in which the ship operator is at a substantial dis-
advantage with foreign flag ships. In the main, these disadvan-
tages are a consequence of the higher operating costs of Ameri-
can flag ships necessitated by the higher American wage and
standard of living.

It did not take Kennedy long to forget about the “improper sal-
aries,” “milking” devices, and other shenannigans which showed that
the “subsidies” had been “abused.” But Kennedy’s reference here to
“the higher American wage and standard of living” was purely for
popular consumption. Note that when he had been talking more or
less privately to the shipping fraternity before the Propeller Club
(pp. 32-33), this was not mentioned. Seamen will do well to remem-
ber that these people always reserve a more candid tone for conver-
sations among themselves.

The operating differentials were based not only upon a compari-
son between American and foreign costs in the matter of wages and
subsistence, but also such items as insurance rates and maintenance
and repair costs.

But how little of government subsidy differentials were actually
based upon wages and maintenance of crew under the much-touted
“American standard of living” became clear when the Commission
adjusted the old mail contracts. This involved 32 companies operat-
ing 43 routes. Many of them duplicated one another. In some
instances—as we have seen—they gave such poor service that actually
no mail except their own office communications was carried by
these subsidized ships. Yet these operators made claims of $52,000,-

*35



MARITIME: 4 HISTORY AND PROGRAM

000 for balance of payvments had the contracts been continued until
their expiration dates. They also wanted $21,000,000 for damages
arising from reduction in mail pay, reclassification of vessels, sub-
stitution of ships. construction and reconstruction of ships, and other
minor items. Thus these people, sensing the advent of a new gravy
train. wanted the government to give them an advance hand-out in the
amount of about $73.000.000. And this came right after Kennedy’s
tip to them to tuke it casy, the industry would not stand a scandal at
that time. Nevertheless, the financial report of the Maritime Commis-
sion for the period October 26. 1936 to October 31. 1937, shows
that it paid the operators $25.156.360.83. This fizure does not
include any shipbuilding subsidies: that is merely what it took dur-
ing that ane-vear period. under the methods of private management,
just to keep the old junk afloat.

VWhen the Commission prepared its first annual report in 1937
it bezan to check up on its assets. After pouring millions into the
industry the government ought, by that time. to have had a sizable
stake in it. But all the assets it could find were 278 over-age ships,
most of them in the laid-up fleet. It found that the government also
held title to a few terminals. But besides this the Maritime Com-
mission discovered that some of its principal assets “are the con-
struction-loan notes and ship-sold notes.” In other words, the ship
operators had built and hought ships at government expense. simply
giving their notes for payment. For money paid out under the
Merchant Marine Act of 1928 there was a “small” amount given to
the operators. and still outstanding: $76.298.147.18. And this is
only the part that the government expected to collect: most of the
money given away was in the form of outright grant. But when the
ship-“owners” get in a hole and can't make up the difference which
they are supposed to pay as their share. the government “lends”
this to them. The 76 million just represents these “loans.” Some-
times the ship-“owners” become indebted to the government in
another manner. They “buy” ships—with notes. As of October 1,
1937, the Maritime Commission had a bale of these notes repre-
senting 810.985.075.87.

So completely mismanaged was the industry under the old mail
subsidies that many companies who had received money upon prom-
ise to meet speed standards, maintain schedules and undertake
construction of new ships, had simply ignored the terms of their
contracts with the government. All they did was take in the shekels.
The irregularities and open violations of contract were so flagrant
that the Commission charged that some of the companies owed
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money to the government and should be making payments instead
of demanding adjustment compensation. Actually this was true of
every company that operated under benefit of mail subsidy. But some
were outstanding, among them the American-Diamond Line, Export
Steamship Co., and Lykes Brothers-Ripley. The curious coincidence
here is thut although these companies were made to refund money
to the Maritime Commission for failure to fulfil former contracts,
the Commission turned around and gave them more money under the
new plan of direct subsidies in the form of an operating subsidy
than they were forced to refund. Thus, American-Diamond refunded
to the overnment §70.367.59 and received an opcrating subsidy of
8179.703: Export returned $113.000 and was given $166.000:
Lykes had to give back $325.000 and took $514.910. Tt sounds like
a game of “put and take"—with the shipowners getting the “take.”
After having proved that these three companies had swindled the
government. the Maritime Commission actually gave them the tidy
little sum of £022.310.11 to stay in business. This is typical of the
entire industry. and demonstrates how much the Maritime Commis-
sion’s new program has altered the old state of affairs. The only
difference here is that 900-odd thousand represents a slight reduc-
tion from the old gravy-boat davs of mail subsidies. The government
was bezinning ta exercise a little more control, cut out zome of the
“irrecularities.” but management was left in the hands of the ship-
“ownerz.”

If the operators were zood boys for a while the Maritime Com-
mission promised better davs to come. When it submitted its 1937
report it estimated the operating differential subsidies it would
give out for the coming vear. 1938, as follows: Grace—21.083.000:
Lykes-Riplev—82.200.000: New York and Cuban Mail Steamship
Co.—8393.000; Oceanic (Matson Co.)—8650.000: South Atlantic—
£266.000: Mississippi—8106.000: U.S. Lines—82.266.000.  This
was pretty good hait: 87.359.000 just for the operation of old ships
during one year. But the chipbuilding program promised much
more, especially when it is considered in the light of increase in
the companies’ capital equipment at almost no cost to themselves.
Let us now look into some cases of new-ship construction.

During the first vear of the Maritime Commission’s existence it
contracted with Standard Oil of New Jersey to build twelve new
high-speed tankers capable of 167% knots. These represented equip-
ment needed by Standard for transportation of its own products.
The Commission assumed 289 of the construction cost of these
ships: an outright grant, given under the pretext of the ships’
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“national defense features.” This is the final realization of the
scheme which Lasker, when he was head of the U.S. Shipping Board
in its most corrupt days, failed to put over (see p. 20). Cost to
the government of these twelve Standard Oil tankers stood at

$10,563,000.

One of the highly publicized projects undertaken by the Mari.
time Commission was the construction of a new luxury liner, finally
named the America. As we learn from Kennedy’s 1937 report, this
had been mulled over for a long time:

The replacement of the Leviathan has been the subject for

discussion and negotiation for several years. One of the provisions
in the agreement of March 18, 1935, whereby the TU.S. Lines Co.
was permitted to lay up the Leviathan provided that a firm bid
for construction of its successor should be made within six months.
On different occasions bids were obtained for the construction of
a vessel of the Washington-Manhattan class. As no firm contract
for construction was submitted. the time for fulfiliment of the
T.S. Lines Co. construction agreement was repeatedly pnstponed
until passage of the Merchant Marine Act of 1936 prohibited all
new construction loans. In the Spring of this year the design for
a vessel similar to the steamships Washington and Mgnhattan was
perfected by the technical staff of the Commisston (with full
cooperation of the Navy and private {nterests) and on August 1,
an invitation for bids was issued. Bids were received from Newport
News Shipbuilding and Dry Dock Co, in the amount of
$15.750,000 on an adjusted price basis; that is, the invitation pro-
vided for the adjustment of the final price on the basis of any
changes in material and labor costs during the comstruction per-
fod. but in no event more than 14%. The contract for the con-
struction of this vessel, which was signed on October 21, 1937,
calls for its completion within 852 days. This new liner is expected

to enter the transatlantic service in 1940 and will cost the U.S.

Lines Co. $10,500,000 which is the Commission estimate of the

foreign construction cost of this vessel.

Now the U.S. Lines is owned by International Mercantile Marine,
a holding company. IMM is truly international. As of December 21,
1941, all voting power in this holding company was owned by the
following subsidiaries: International Mercantile Marine Co., Ltd.

(Canada): Roosevelt Steamship Co., now inactive (U.S.); Atlantic
Transportation Co., Ltd. (Great Britain) ; Societe Anonyme de Navi-
gation Belge-Americaine, now in liquidation (Belgium) ; U.S. Lines
Co. (U.S.); U.S. Lines Operations, Inc. (U.S.); Rosskai G.m.b.H.
(Germany) ; North Atlantic Transport Co., Inc. (Panama); No. 1
Broadway Corporation (U.S.); Baltimore Mail Steamship Corpora-
tion, in liquidation (U.S.); Panama-Pacific Lines, operated by U.S.
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Lines. This one company alone demonstrates the international char-
acter of capital.

Through U.S. Lines the IMM has been doing business with the
American government for as many years as there has been an abun-
dance of government gravy for the shipping industry. Its repre-
sentatives know their way about Washington. From Kennedy’s report
it appears as if the U.S. Lines paid ten and a half million dollars
for the America. Nothing of the sort!

The America was finally delivered to U.S. Lines in July 1940.
Its total construction cost was approximately $17,000,000. Of this
amount U.S. Lines paid 25%. The remaining 75% was paid by
the Maritime Commission. $5,667,000 was given outright in the form
of a construction-differential. Another $7,083,000 paid by the Mari-
time Commission was guaranteed by U.S. Lines notes to be paid back
over a twenty-year period. Thus it would appear that into the
construction of the America the Maritime Commission put over five
and a half million, U.S. Lines another four million, and the balance
of the seven and a half million was loaned by the Maritime Com-
mission to U.S. Lines to make up the difference. This too is deceptive.

Under the golden rain of the Maritime Commission subsidies,
U.S. Lines has annually sprouted a profit in excess of 109 return
on its capital investment, each season since 1938. In figuring the
capital investment here, it is always taken as the figure originally
invested plus the proportion of the company’s capital operations,
in the case of the America, four million plus. . . . But besides the
original construction subsidy, the Maritime Commission continues
to pour funds into the company through the operating-differential
scheme. So much came through this sluice-box that in June 1941
the company voluntarily agreed to a reduction in subsidy rates to
a comparatively normal figure. What is considered a ‘“comparatively
normal figure” is indicated by the fact that for that year it reported
82,313,510 received from the Maritime Commission.

The America was not the only new ship constructed under con-
tract to U.S. Lines. The ship construction program of the government
gave U.S. Lines a fleet of ships consisting of—apart from the Man-
hattan, Washington and America of the big passenger liner class—
four of the Commission's C3 type; fourteen C2’s; and five Cl
freighters.

01d ships operated by the company before the government began
building new ones were disposed of at a handsome price in the
early days of World War II. From ships sold alone the company
showed a profit at the close of 1940 (exclusive of $106,973 deferred)
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of $3,170,300. Nearly a million more was collected from insurance
indemnities on chartered vessels lost at sea.

This was during the period of the Neutrality Act when Ameri-
can vessels were legally forbidden to sail in the war zone. It was
a simple matter for such an outfit as the IMM to shift its vessels
from one flag to another. But not so easy for the companies holding
title to the ships to get reasonable insurance rates. The Maritime
Commission fixed that up. Section 10 of the Merchant Marine Act
of 1020 authorizes the Maritime Commission, as successor to the
old U.S. Shipping Bodrd, to insure any vessel to which the US.
has claim. Many of the ships had been turned over to private opera-
tors for a song by the old Shipping Board and the government no
longer held any legal claim on them. But the Maritime Commission
explained in its 1940 report to Congress how such small matters
are circumvented:

Passage of the Neutrality Act in November 1939 eliminated the
necessity of sufficient war risk insurance on American vessels
proceeding to Europe and the United Kingdom but the Commission
was faced with the problem of providing protection on passenger
vessels which made several voyages for the purpose of repatriating
American citizens. The operators of such vessels were unwilling
to maintain European sailings without war risk protection, and
as commercial rates were deemed excessive, the Commission deter-
mined that the interest of the U.S. in those vessels engaged in
repatriation as a service to the national government equaled the
full commereial value of the vessels. War risk insurance was
provided by it at a rate below the commercial rate for the voy-
ages necessary to bring thousands of Americans then in Europe
back to the United States.

Whether these cut-rates were given to freighters transferred to
foreign flags. is not specifically indicated in the annual report of
the U.S. Lines Co., hut the report shows an income from insurance
indemnities during the year of §902.706. This represents money col-
lected on ships lost at sea. No ships carrying refugees from Europe
were sunk during that period.

During especially fat years these shipping companies are per-
mitted to lay aside certain funds which ordinarily would go back
to the government. Not content with underwriting the cost of build-
ing ships. underwriting operating losses, and guaranteeing profits,
the law also exempts these shipping companies from income-tax
payments. Moody’s Index reports that U.S. Lines made no provision
for income tax for the year 1941, although it showed an earned
surplus of 84,813,462 for that year:

... preliminary computation indicates no tax liability. As provided
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in the Merchant Marine Act of 1936, U.S. Lines claimed reduc-
tions for Federal income taxes for prior years, the estimated
amount deposited as required to be deposited in the capital and
epecial reserve funds which were established pursuant to provisions
of said Act.
In other words, if the company makes a little too much one year
it is permitted and encouraged to put an amount aside for less lush
times. Meanwhile the Maritime Commission continues paying oper-
ating-differential subsidies.

There were worse companies than the U.S. Lines. In the days
of the old Shipping Board it had at least made some pretense of
keeping a fleet together. To be sure, this was done at government
expense. But there were other previous companies that operated at
government expense too. And as we saw in the previous chapter,
government money was drained off into subsidiary companies, high
salaries and bonuses. One of the most flagrant outfits in this respect
was the old Dollar Line. The Robert Dollar Co. represents the invest-
ments of the Dollar family. It pays dividends. But the Dollar Steam-
ship Lines, Inc., Ltd. was always tottering on the brink of bank-
ruptcy. Senate investigations proved that it was nothing but a net
for catching government mail subsidies. Despite the vast amounts
of money given to this company, its indebtedness grew until private
capital was in danger of losing investments in worthless mortgages
against the company. The Dollar interests had guaranteed these mort-
gages against the fleet, but it would be asking too much to expect
any of the other Dollar companies to stand the losses of the Dollar
Steamship Lines. The Maritime Commission stepped into the breach.

On August 19, 1938, an agreement was signed between the U.S.
Maritime Commission and certain financial interests which gave
the Commission 90<¢ of the voting stock in the decrepit Dollar
Steamship Co. In this manner R. Stanley Dollar and certain of the
Dollar companies along with the Anglo-California National Bank
got out from under their obligations. According to the agreement
with the Maritime Commission, Dollar was released from liability
under various guarantees that had previously been given upon
[interest] rates received by ship mortgages upon the fleet. These
matters were straightened out by the Maritime Commission very sim-
ply: the name of the company was changed to *American President
Lines”; 90 of the voting stock in the new company was held by
the Commission: management of the company was left to private
operators; and the Commission came out with mortgages against the
former Dollar fleet in the amount of 89,279,707. Even though it held
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some 914 million dollars worth of mortgages, the Commission found
that these scraps of paper would not transport cargo and passengers
in the round-the-world trade. Neither would the old Dollar fleet.
The Commission had to advance 82,000.000 for repair of the ves-
sels, and the Reconstruction Finance Corporation put in another
$2,500,000 for working capital. But that was not all. Under the
agreement the new company received a government operating-dif-
ferential subsidy of approximately three million dollars a year.

Beneficiary of the agreement was the Anglo-California National
Bank. This firm, which in 1933 was heavily obligated to the govern-
ment for the indebtedness of the old Dollar Steamship Lines, had
by December 31. 1911, become a creditor to the American President
Lines to the extent of 81,337,449.

During the life of the Maritime Commission it has been kind to
all ship operators. According to the Commission’s annual financial
reports it distributed money, during the period July 1, 1937 to Octo-
ber 25, 1911, in excess of $176,927,231.69. This figure represents
only meney disbursed for operating and construction differentials;
it does not include what the Commission calls “managing agents’
compensation”—in the amount of 8684.849.21, for example, for the
period July 1, 1937 to June 30, 1938. This is what the Commission
paid to the managing agents for running the government-owned
fleet at a loss. For the next fiscal period, July 1, 1938 to June 30,
1939, the total cost to the Commission for operating its own ships
through the services of such managing agents as Moore-McCormack,
Inc., C. H. Sprague & Sons., Inc., and Pacific Northwest Oriental
Lines, Inc.. ete. was $1.537.371.85. Only people handling public
funds can continue to operate on the basis of a one and a half mil-
lion dollar annual loss.

While the Maritime Commission was hiring private managers
to operate government-owned ships to the tune of a one and a half
million dollar annual expense account. it was also building and
financing the operation of “privately owned” vessels at an average
cost of approximately forty-five million dollars annually for the
first four vears. This is a rising average. More than twice this sum
was spent in the single vear July 1, 1940 to June 30. 1941. The
construction-differential subsidies for this period were 873,963,760;
operating differentials, another $13.056,134. Total government gift
to “private owners” for this one year was 887.019,894. After that
the Maritime Commission prudently stopped issuing financial
reports.
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Now for results. Compare the state of the U.S. merchant
fleet of June 30, 1941 with that of 1937 when the Commission set-
tled down to its rebuilding job. It had spent approximately 200
million dollars in those four years. In 1937 the U.S. merchant fleet
consisted of 1,114 vessels totaling 8,461,000 gross tons. By June 30,
1941, the total tonnage of the merchant fleet had decreased to
6,841.561. The Maritime Commission gives a breakdown of this,
showing types of ships, trade in which they were employed, and
percentage “privately” owned.

U.S. Maritime Commission Figures—June 30, 1941

PRIVATELY Comb. Pass. Freighters Tankers Total

OWNED & Freight

In Gross Tons

Nearby Foreign .105,028 400,505 391,130 896,603
Overseas Foreign. 223,637 1,226,894 82,819 1,523,350
Coastwise........ 320,866 1,512,160 2,110,866 3,853,892
Laid up ........ 22,035 20,585 8,573 51,193
GOVERNMENT

OWNED 20,042
Nearby Forei L20,042 0 L.ale. aeeeee X
Overseyus For?gn 61,411 304675  ...... 366,086
CORSIWISE. - oo vve evemee e eeeees e
Gov't Service .. 21,329 11807 ... 33,136
Laid up ...eevv connen 87,199 ...... 87,199

TAL AMERI-
T((I)AN FLEET ..684,348 3,563,825 2,563,388 6,841,561

This table does not reveal the state of the merchant fleet. Actu-
ally it was much improved over the 1937 condition. Much of t!'xe
old junk had been “scrapped”—sold at handsome prices to the B'nt-
ish or other Allies, or transferred by American interests to foreign
flags, and sunk by Nazi submarines. This accounts for the decline
in tonnage. New ships had been built to replace some of the old
ones. After a brief four years and at an expense of about 200 mil-
lion dollars the Maritime Commission had managed to keep the old
fleet running, weed out some of the worst junk, and launch nearly
100 new vessels. By the time another year had passed it had brought
the total tonnage up to the 1937 figure, and some 22,000,000 gross
tons of merchant vessels were under construction or contracted for.
But this spurt was caused by the formal entry of U.S. into World
War I The cost has not yet been announced—nor is it very soon

likely to be.
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With the exception of the America, the total construction cost
of all ships launched under the Commission’s building program up
to June 30, 1911, ought not to have exceeded 100 million dollars.
During World War I the Hog Island yard built 122 freighters at
a total cost of 235 million dollars, at inflated war-time prices, and
on rush order which created exorbitant waste. These ships were
built entirely at government expense under the old U.S. Ship-
ping Board. notorious for graft. But the Maritime Commission from
1937 1o 1911 was contracting for ships under peace-time conditions.
The new ships were supposed to be privately owned with the govern-
ment pranting a 23<¢ construction differential of the cost. Yet this
con~ruction differential alone came to $131.856.531.16. If this fig-
wr+ actually represents only one-quarter of the cost of all ships
built during the four years. the total on less than 100 vessels would
core to something over 527 million dollars. That is expensive ship-
buildine—ifl the so-called “private” owners actually put in their
three-quarters share of the construction cost.

For operatina the merchant fleet the Commission spent in ex-
cess of §17.270.969.69- this in the form of managing agents’ ex-
penses. sub.idies. and operating losses to keep government and
“privately owned” ships running. Where did these enormous sums
of public money go? Perhiaps if we take a look at the stockholders’
dividends paid by some of the steamship companies, we shall begin

to sce.

Let us start with the American-Hawaiian Steamship Company
whicli operates under peace-time conditions in the intercoastal trade.
It had 33 ships under its house-flag. was protected from foreign
competition by U.S. law. and carried cargo at profit-bearing rates
set by the government’s Interstate Commerce Commission. (With
the outbreak of war in Furope in September 1939. it chartered most
of its flect for foreign runs.) As a result it shared in governmental
operating subsidies and managing agents’ fees. The extent to which
it shared is reflected in the dividends paid to stockholders for the
four-vear period 1938-11 inclusive: 1938. $433.800; 1939,
8650.700; 1910, 81.566.350: 1911, $2.177,000. This company alone
had a “take” totalling 84.787.850 for the four-year period. Note in
particular how the steepness in rise of dividends parallels U.S.
capitalism’s preparations for and entry into the imperialist war, of
which the government’s 1936 maritime program was an integral
part. Note also that these dividends—four and three-quarter mil-
lions tossed out to stockholders who have nothing to do with run-
ning the industry—are quite exclusive of salaries and bonuses paid
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to its board of directors and top administrators. The New York
Times reports that, “after providing for ‘depreciation’ [a notorious
racket], Federal income taxes. and $700,000 for ‘contingencies’
[another, equally notorious}, the consolidated net profit for last
year was $2.817.917.” In a word. thera was left for special inside
slicing a little pie containing $610.917.

Another example. The American Export Lines got in on the
ground floor. In the early days of World War II its passenger
ships were shuttling back and forth across the Atlantic repatriating
U.S. citizens from FEurope, packing them in like sardines on cots
in public-rooms at rates higher than first-class fares on luxury
liners. It is one of the Maritime Commission’s favorites. Dividends
paid stockholders indicate as much. In 1938, they got $264,000;
1939, $312.000: 1910, $198.000: 1911, §770.000—a total of $1.844,.
687, with the rate of climb rising sharply, and rising in rough cor-
respondence with Maritime Commission expenditures. From 1933
to 1941 Export’s dividends per share of stock jumped from 55 cents
to 81.50 and in 1912. after the second quarter, seemed headed for
83. This is apart from a 3007 stock dividend in 1939.

The Matson Navigation Company shows a similar boom paral-
leling war preparations. From 1938 to 1941 dividends per share
climbed solidly from $1 to $1.50 annually, with 1942 shaping up
for 81.80. Here is the record: 1938. $1.659.950; 1939. 82,157.389;
1940, $1.986.424: 1011, 82.176.921: 1912. for the first half-year
only, 81.185,000. or an estimated $2.970.000 for all 1942. Tidy
total for the coupon-clippers up to mid-1912. $9.280,674. But the
coupon-clippers are not the whole story. According to the New York
Times, Matson’s net profit was $1.752.288, equal to 82.16 each on
1,650.000 capital shares. But the actual dividend disbursement was
$1.50 a share, or, as noted above. §2.476.921. Hence we may justi-
fiably assume that in 1941, $2,275,367 balance from the net was
available for special bonuses to the big shots, and for those mys-
terious categories, “reserves.” “special reserves,” and similar not
very publicized purposes.

Moore-McCormack Lines stockholders have had to be more
patient: they had no dividends in 1939. But though the company
owes promissory notes to the Maritime Commission in the amount
of 811,440,921, it was able to pay its preferred stockholders 8534.-
375 in 1940: and in 1941, after splitting its common shares 50 for
1, it paid $500.000 in dividends to that common, besides $270,000
to the preferred. Thus we see that even companies with creaky
financial structures began to flourish under the beneficent appli-
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cation of Maritime Commission oil as the war boom picked up
momentum.

U.S. Lines too has a long-term debt to the government in the
amount of $23,219,564. It too continues to show profits and pay
dividends as long as government money is coming in. On preferred
stock it paid $2,437,090 from 1938 to 1940. For the single year
1941 the holders of preferred stock got $1,450,075. Most of this is
held by the big shots of IMM.

What the “directors” of these companies get is no small item
when counted in everyday terms. The officials of American-
Hawaiian, its chairman Edward P. Farley, president Roger D. Lap-
ham, vice-president John E. Cushing, along with three others who
make more than $12,000 a year, pull in an aggregate of well over
a hundred thousand a year to be divided among them. IMM offi-
cials do even better. Philip A. S. Franklin, chairman of the com-
pany, got $74,628 salary in 1938. The salaries of president John
M. Franklin and vice-presidents Basil Harris, Kermit Roosevelt and
A. J. McCarthy totalled another $124,700. This was back in the
days when the Commission was just beginning to put these com-
panies on their feet. If salaries have increased in proportion to
profits and dividends, they should by this time be at least three
times the 1938 figure. Salaries are no longer listed for the public.

These five companies are typical of the shipping industry. In
1937 there were 36 such companies, most of them smaller, but most
of them also holding ocean mail contracts with the government.
Under the old system they were raking in about 30 million a year.
Since that time the government’s annual donation has averaged more
than 40 million up to 1941, and that year alone it was in excess
of 87 million. For the five companies listed, the money drained
out of the industry and into the pockets of stockholders during the
four years from 1938 to 1941 totals 218,850.901. These five com-
panies represent, roughly, only about one-fifth of the industry. The
old days of the mail-subsidy *“‘gravy-boat” were slow compared to
modern times. Instead of hand-ladling the gravy, the government is
now pressure-pumping it.

It would be very interesting to be able to give figures also on
the “captive” lines, such as the shipping subsidiaries of Alcoa, U.S.
Steel, and Standard Oil, which lug exclusively the parent company’s
cargoes. But these figures are so prudently buried among those of
the parent companies that they are practically unextractable. From
the companies’ viewpoint, it is probably better so. We can, however,
gain some idea by examining the statements of the United Fruit
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Company, whose operations are more evenly balanced between its
fruit and its transport business. This company, which in 1938 picked
up a cool 83.814,419 from the government in settlement of its
suit for cancelation of mail contracts, was able to increase its divi-
dends from 1938’s approximately $8,689,800 to about $11,586,400
in 1939, which it repeated in 1940 and 1941; and looks like not
only maintaining but increasing in 1912—when, we are told, the
banana business is shot to hell. Such are the merry miracles of
maritime management.

Detailed facts of all this “legal” swindling are known to the
House Committee on Merchant Marine and Fisheries, headed by
Representative Bland of West Virginia. For example, according to
an Associated Press dispatch dated October 26, 1912:

Details of a transaction by which the Coast Guard cutter Seneca
was sold in 1936 by the Coast Guard for $6.605 and repurchased in
1941 by the Maritime Commission for $45,000 were laid before
Congress today by Representative Bland of Virginia.

The vessel. now the Kewstone State, is in the service as the
training vessel of the Pennsylvania State Nautical School.

After the transaction was criticized in Congress early this year
by Representative Jones of Ohio, Mr. Bland, chairman of the House
Merchant Marine Committee, investigated the circumstances and
today submitted for the record copies of his correspondence with
Rear Admiral Emory S. Land, chairman of the Maritime Com-
mission. Mr. Bland said that the transaction would be subject to
further investigation.

Beneficiary of this “transaction” was the Boston Iron and Metal
Company of Baltimore, Maryland. Further details may never be
made public. The extent, however, to which the Maritime Commis-
sion is in league with the ship-“owners” is indicated by an Asso-
ciated Press dispatch of October 29, 1942, quoting the following
letter from Senator Aiken to his colleague Senator David 1. Walsh,
chairman of the Senate Naval Committee:

From a review of material which has come before me, it appears
that:

1) The United States Maritime Commission has paid exorbitant
and outrageous prices for old and obsolete ships.

2) It has paid unwarranted subsidies for construction based on
foreign costs long after foreizm competition ceased to exist.

3) It has paid operatingz subsidies after foreizn competition vir-
tually ceased and even increased the amount of operating subsidies
while foreign competition was rapidly decreasing.

4) It has spent millions of dollars in subsidizing ships for private
corporations, particularly the Alcoa Steamship Company owned by
the Aluminum Company of America, when these ships were
intended primarily to carry the goods of the corporation itself.
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5) It has failed to collect the statutory 3%% interest charge from
shipping corporations on secured and miscellaneous aocounts
(other than new construction) constituting an estimated indebted-
ness of $15,139,824. (The amount collected for the fiscal year 1942
was $805,000 while 3'2% interest on $45,139,824 would amount
to $1,579,893.)

6) It has failed to recover excess profits from shipbuilding
corporations.

7) It has tailed to collect 25% down payment on all ships sold;
although required by law to do so.

8) It has repurchased ships for sale to the Navy, paying the
owners for the full amount they have invested without deducting
tor use of the ships or depreciation, as required by law.

9) It has been a party to transactions whereby it has sold ships,
both completed and under construction, to private corporations,
which have thereupon, in accordance with understandings had with
the Commission before it transferred title, resold the same ships to
the Navy at higher prices which were not justified by increases
in value.

10) 1t has permitted wilful extravagance, incompetent man-
agement and looting to prevail at shipyards holding contracts with
the Commission for the construction of vessels on & cost-plus-
tixed-fee basis.

As a result of the Maritime Commission’s extravagant and
incompetent handling of the Merchant Marine, American taxpayers
have been virtually robbed of untold millions.

It would be difficult for anyone to draw up a more sweeping
indictment. And it is not we, admittedly partisan, who draw it up,
but one sector of the capitalist government, against another.

It is a tedious task to assemble such material as the foregoing;
it is, perhaps, tedious to wade through it. But it unanswerably
documents our charge. With 1935, rationalization began. But leop-
ards do not change their spots so easily: through the wonderland
of graft and gravy. incompetence and rackets, the operator-leeches
rode merrily on. We have learned, from the Commission’s own
reports, about the disposal-—or rather, dispersal—of the first 200
millions. As we shall immediately see, that was only the beginning.
But in the midst of this process. the long-expected explosion between
American and Japanese imperialisms burst out at Pearl Harbor.
Maritime problems which were important enough in the war-
preparedness period became. with open military hostilities, critically
urgent.
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S: Pcarl Harbor to Date: Regimented
Integration

THE EXECUTIVE committee of the capitalist class asserts its
authority in time of war as at no other. Since military cam-
paigns depend for success on a well-functioning industrial ma-
chine at home, the government assumes control of the nation’s
entire industrial life, in order to limit as far as possible the
anarchy and waste of normal capitalist enterprise. But it is one
of the insoluble contradictions of capitalism that even in such
emergencies all individual bosses want their particular profits
guaranteed, war or no war. Hence the government cannot move
without first consulting various sectors of the employing class,
balancing individual objections by capitalists in particular fields
against the general interests of the capitalist class as a whole,
in order to work out finully, in agreement with that class’s
leading representatives. a general over-all program.

Immediately following Pearl Harbor, the government moved
to rationalize every phase of U.S. industrial life. For maritime,
that meant transjormation of the merchant fleet into a conveyor
belt for military supplies. But at first. till shipowners had been
consulted, the war program continued to be carried out through
the private shipping companies. The government must foster
the pretense of “private ownership,” though the fleet had been
constructed at government expense. It proved totally inadequate
for the needs of modern war. The shipbuilding program,
launched back in 1937 as a measure of the employing class to
prepare itself for World War 1l. even if it had the years it
allowed itself, would have been totally insufficient.

W ar wiped out all the companies’ hypocritical self-justifica-
tion for their existence. Not only did it reveal that under private
management, even “rationalized” by the government, the U.S.
maritime industry was essentially unprepared for war; it also
eliminated the old trade routes, since the merchant ships now
followed the Army and Navy. It posed the imperative necessity
of a full-scale imperialist merchant marine under modern war
conditions.

The government had to take the next step in regimentation,
central control, by setting up the War Shipping Administration,
which requisitioned the merchant fleet. “‘Requisitioning” meant
in effect the government’s chartering back from the “owners”
tha ships that it had itself given them in the first place, and
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m charter-fees and insurance. Naturally the
ut further, at their demand, they were
integrated into this new government apparatus. The change is
thus seen to be one of degree only and not of kind. Within the
WSA, the “management” of the “private opcra!ors" is a con-
tinuation, under the new war conditions, of the same old
plunder methods of peace time. But their role has now reached
such a pitch of pure parasitism that it begins to become not
only economically indefensible, but just plain ridiculous.

guaranteeing the
shipping pirates agreed; b

WHFREAS PRIVATE operators. up to Pearl Harbor, had used
the new ships in established runs. keeping up a front as “inde-
pendent business men.” the war stopped this overnight. War re-
quired new and more cerious methods. Yet two months were spent
ng with emergency measures, attempting to adjust
hods to the conditions of actual warfare,
and to keep bolstering the old myth of private ownership. These
measures were threefold: shipbuilding plans were expanded; cargo
rates were raised; revolving insurance was provided.

Haphazard as they were. these measures were far-reaching. Two
weeks after America’s formal entry into the war, for example, the
Maritime Commission issued a comprehensive report on the status
of its shipbuilding program. The following facts were given:

1) Private shipyards capable of building 400 foot or larger ocean-
essels have been expanded from 10 with 40 ways
an increase of approximately 500
not including that on the Great

merely extemporizi
pre-war preparedness met

zoing merchant v
in 1037 to 40 with 275 ways,
percent in production capacity,

Lakes.
2) Authorization and approximations had been made covering

construction and delivery into service of more than 1,400 ocean-go-

ing cargo vessels, in addition to about 150 accessory s

types, by the end of 1943, involving an estimated total investment

of approximately three billion dollars.
3) Approximately 1,000 of these ships are under construction or

contract, the remainder to be ordered as rapidly as propulsion

equipment becomes avalilable.

4) As an auxiliary to the ar
to date has acquired and turned over to
approximately 175 major ships aggregat
tons, in addition to many smaller craft.

5) All the 198 ships remaining in the first World War laid-up
fleet and turned over to the Commission in 1937 have been utilized
and most of them have been returned to gervice, either through
sale or charter after reconditioning.

6) Approximately 80 merchant shipe of foreign registry, laid up
in United States ports, have been requisitioned and placed in
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ser_;v)'lnle, many having been reconditioned.
n cooperation with the Commission,
> ! shipyards
:): !l:: tnalion have esEabhshed training ,schools forozh?ub:i(::su
et the peak requirement of 600,000 to 700,000 menp by 12::

in 1942, Ordinarily there
s cm: have been less than 100,000 skilled men

t This report ind.icates the extent of the government’s program
bo prepare the maritime industry for the war. At this point i!gh d
ecorri:: adlhree-bllhon dollar program. And this figure is an es:'
mate based only upon the cost i g
. of ships that were to b
ed o e turned ou
:;c:hz h:}?. ye}z:rs tl:u;;'eafler. The cost of shipyard construction fa:
eds this three-billion dollar estimat
e. The so-called shi
must have glowed with satisfacti “eport. By
action upon reading this
! g report. B
L};Tﬁenddolfl 1943 'lhey. were promised ships represemingl; three)-,
on dollar capital investment. That is a handsome gift for the
government to pass out to any group in society. And the shipown
are numerically a very small one. ’ povers
m: a; meant not only ra.pid expansion of the shipbuilding pro-
igd , it meant alAso carrying the rationalization of the shipping
n ‘ustry to its logical completion. In the first weeks of the war the
gow;rnmem. begfm reorganization of its maritime management. A
(t:;:n Ie;rence in Washington, called by the Maritime Commission .and
ek epartment of Labor, in the first weeks of December, ostensibl
a )
took up the question of seamen’s bonus rates. Out of thz
%onfe(;eg.cg came the Maritime War Emergency Board. True, this
oard did establish bonus rates for s ili . :
. seamen sailing in submarine-
{t:fes!eddwate'rs. But. no sooner had it fixed these bonus rates than
i mov}t: to lift the “burden” off the back of the operators by fixing
a surcharge on cargo rates. The rates were increased 269 for ships
s;rvmg vthe west coast of Central America and the Pacific Coast
(; the b.'S., 22% for those operating in the Caribbean, reports the
ea{arers Log for Jan. 19, 1942. Six months later these rates were
again doubltled and trebled. The Journal of Commerce, over a Wash-
ington dateline on July 26, reports the second raise: '
Reflecting the gravity of current ,
shipping sit
Sh;ipping Administration today issued a new :::mrx!l:ix t:;le:%:r
which in most cases doubles, and in some cases triples ous
Dra.tes on export cargoes destined for foreign ports, - previous
d::;;é the same periodl}lmnus rates paid seamen for sailing through
ous waters actually de i
e, y decreased, according to the Log of July
. Slu.xce }z:ll sh.lps. are now carrying war materials and the govern.
ent is the principal shipper, this simply means that the govern-
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ment has assumed operating costs for the shipowner, guaranteeing
him a profit on the capital investment originally given him by the
government.

But there is still more! In the midst of all the big problems of
the war. Congress took time out to provide especially for the ship-
owner. A law was passed hardly more than a month after the U.S.
declaration of war which gave the Maritime Commission authority
to insure the shipowners directly in case the private insurance rates
became ‘“exorbitant.” Accordingly. as reported in the New York
Times of January 2, 1942:

The Maritime Commission established today a $40,000,000 fund to
provide war risk insurance and reinsurance on American ships the

owners nf which are unable to obtain adequate protection at ‘“rea-
sonable terms and conditions” from commercial underwriters.

This was really protection for both the insurance companies and
the shipowners. At the then rate of sinkings, no “private” insurance
company could afford to insure ships and cargo and lives, no mat-
ter how high the premiums. They were a cinch to lose. But the ship-
owners had nothing to lose because they had nothing invested.
What really happens here is government insurance on its own in-
vestment paid to some “private operator” who has been granted
claim to profits accruing from government operation of govern-
ment-built ships carrying government war materials.

These first moves in the two months following Pearl Harbor
were mere extemporizing. But war made the problems of shipping
so urgent that this cumbersome system had to be given up. After a
cories of conferences with the big shipping magnates, a way was
found to centralize completely the control of the industry.

Two months almost to the day after the formal declaration of
war. the War Shipping Administration was created by presidential
order. on February 9, 1942. On the same date Congress was asked
to appropriate $3.852.000,000 for construction of new ships in 1942
and 1943. This was in accordance with the rush-order building
plan previously announced by the Maritime Commission.

From the day this board was established it was clear that this
was no ordinary run-of-the-mill war board. When Admiral Land,
chairman of the Maritime Commission, was made the new admin-
istrator, press announcements were accurate when they described
him as a “czar over shipping.” The presidential order described the
Board's functions in general terms: operation, purchase, charter,
requisition, allocation of ships: provision of insurance; representa-
tion of U.S. interests and endeavor to coordinate American and
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British shipping; maintenance of current data; and keeping the
President informed.

By this time it had become obvious that the government would
have to “eliminate” the private operator in the old sense that he
was the manager of a fleet of ships carrying cargo to all corners
of the world in competition with other shipping companies, both
American and foreign. The war wiped out established runs; all
cargo carriers were routed to the war fronts. The government was
preparing to requisition and allocate the merchant fleet for war
duty. That was the special task for which the War Shipping Admin-
istration was created.

When Admiral Land began collecting his staff together it became
clear who was going to exercise the powers of this “czar over ship-
ping.” The ship-“owners.” “thrown” out the window, simply
marched back through the front door. Lewis W. Douglas, president
of the Mutual Life Insurance Co. of New York, was given the post
of adviser to Land. From the staff of the Maritime Commission
came S. D. Schell. David E. Scoll and W. Creighton Peet Jr. Schell
was appointed executive officer of the War Shipping Administra-
tion. Scoll was to assist and represent Land on a combined Anglo-
American shipping board, and Peet Jr. was named secretary of the
War Shipping Administration.

Within the War Shipping Administration there was formed “a
committee to advise and consult with Admiral Land on problems
of general policy.” The personnel of this committee would in effect
comprise the board of directors for the entire shipping industry.
They would lay down the general policy. Appointments 1o this top
committee were announced February 22: H. Harris Robson, for-
mer vice-president of United Fruit Company; D. F. Houlihan,
member of the public accountant firm of Price, Waterhouse & Co.;
William Radner. formerly representing the Matson Navigation
Company. They were given titles in the War Shipping Administra-
tion as follows: Robson, Director of the Division of Emergency
Shipping; Houlihan, Director of Fiscal Affairs; Radner. General
Counsel.

As the War Shipping Administration dug into its work, the
influence of the old “private operators” began to show more and
more, especially in the appointment of personnel. John E. Cushing,
president of the American-Hawaiian Steamship Co., was made
Pacific Coast Director and later replaced Robson on the top com-
mittee of the Administration. Captain Granvill Conway, shipping
master for the open-shop operators in the days of the old U.S.
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Shipping Board, turned up as the Atlantic Coast Director. Chester
H. Marshall became Gulf Representative, and M. H. McCann, Boston
Port Agent.

A minor shake-up in the top committee of Land’s War Shipping
Administration retained Lewis W. Douglas in the leading advisory
capacity with Cushing and Houlihan as his subordinates. A third
name appeared among the top group, Frank Schneider, World War I
major general. In the leading circles of the War Shipping Admin-
istration last April sat such other company officials as Wilcox of
United Fruit, Knight of the Isthmian Line, and Bradley of Matson.
These are the $1-a-year men who speak for the government in the
shipping industry. This explains in part why the government is so
generous to the “private operators.” Each new shift in personnel
brings with it more names of the presidents or vice-presidents or
agents of some shipping outfit. Charles H. C. Pearsall, vice-president
of the Atlantic Gulf and West Indies Steamship Lines, Inc., was
named manager of the Caribbean area. AGWT vessels ply the Carib-
bean. Charles M. Colgan while on leave from the American Export
Lines service cropped up as WSA administrator in the Canal Zone.
He was at one time Matson Line agent in South America.

This exchange of personnel between government agencies and
leading industrial concerns supposedly operating under control of
the government is nothing new. It is an old practice in the maritime
industry. The U.S. Shipping Board was packed with shipping com-
pany agents and their stooges. Finally, as we have seen, the graft
became so flagrant that the Shipping Board was discontinued as a
separate agency and its functions transferred to the Department
of Commerce. But that in no way ended the close interrelationship
between the government and shipping companies. The Maritime
Commission raised it to a new height. Back in 1939, Mr. Ben
Geaslin, for example, was general counsel for the Maritime Com-
mission. He resigned June 22, and on December 29, 1939 appeared
before the Commission as counsel for the Waterman Steamship Corp.
It was revealed on October 23, 1942 in the daily PM that the Mari-
time Commission

sold five ships to the Waterman Steamship Corp. of Mobile, in
1940, for a total of $596,000 and in 1941 paid the same company
$3,374,000 or six times as much, for five older shipe, instead of
exercising an option to get the first ships back at a saving of
almost $2,000,000.

Extraordinary coincidence. But when coincidences get very fre-
quent, they are no longer coincidences, but policy. Take another
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example, a deal carried out, not behind the Maritime Commission’s
back, but with its full cooperation, according to PM. Here the
Commission made “fictional sales” of ships to a Florida ship-
building company which resold them to the Navy at “pyramided

prices.” PM’s report:

The charges of “fictional sales” of ships arose out of a contract
between the Maritime Commission and the Tampa Shipbuilding
and Engineering Co. for the construction of four cargo vessels.
The company ran into financial trouble and the contract was modi-
fied, the Comptroller General said, in such a way that the surety
companies were released of their obligation to guarantee the work,
and the Commission, without lawful authority, guaranteed company
debts of $300,000.

Land (Chairman of the Commission) was personally involved,
the Comptroller General found, in awarding the contract to the
company although “the company was, at the time, practically insol-
vent and would need at least $1,000,000 operating capital” to fill
the contract.

As a condition precedent to awarding the contract, the Commis-
sion and the RFC required the company’s property to be reap-
praised. It was reappraised and valued at $3,092,090, or $35,000 an
acre, although it had been carried on the company's boolfs at
$1,261,000. Four years earlier the company had informed the Secre-
tary of State of Florida that the land was not worth back taxes of
‘5;1{2?3}11 a few months the company was in such serious financial
condition that the Commission’s director of finance recommen.ded
cancelling the contract. But a year later the company was given
another contract for four additional ships, although the Comptroller
General reported, “the files are replete with data tending to show
that the company could not perform its contracts, and that it was
i ‘ent and would sustain heavy losses. .
m?l‘(]}::ee?irst contract was awarded in 1938, the second in 1939. In
1940, the Commission’s general counsel prepared a ‘charter forBa
new company. the Tampa Shipbuilding Co., Inc,, with Georg: '..
Howell, one of the bankers for the original cox?::nsyé,og.s president.

e stock in the new company .
Ho(;;e;lwger;; ?fltetr this new company was organized, t'he Commrolle_r:
General charged, the Commission indulged in the ‘ﬂctlona; satlg
to it of three of the first four ships under comstruction by me
previous company, and a few months later sold the company e
otgr;re tcot:lnx:pamy, in turn, sold the eight ships to the Navy for almost
$2,000,000 above their contract value, and used the moneg' tobmly(
off the obligations of the previous company to Howell’s ban
m'11"1}1;);1“;5“‘:1 typical example of government attempts to fost;r
“private ownership.” The necessity of centralizing control of the

maritime industry under war-time conditions brought an influx of
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1

these “private owners” into the government apparatus.

Fvery expedient had now been resorted to in order to keep alive
the “private ownership” myth. The results were distinctly unsatis-
factory, and, with the way the war was going, it was no time for
fooling around. The obvious next step was to requisition the entire
maritime industry for war duty: ships and seamen alike. But, unlike
requisitioned seamen. the about-to-be “‘requisitioned” shipowners
had to be carefully consulted in advance. The seamen stood to lose
only their lives: the shipowners, a much more sacred thing—prop-
erty. They held out for guarantees. Thus it was April 1942 before
the stage was sufficiently set for the WSA to “requisition” the
merchant fleet.

The fact was. the ship construction program of the Maritime
Commission had been stepped up till it was all out of proportion to
the ability of these “private owners” to meet their obligations under
the provisions of the 1936 Merchant Marine Act. And they were
not interested in any such investments even if they had idle capital
in search of a market: it was so much easier to let these war-time
projects be financed by the sale of war bonds to the public. In any
case, they figured to fall heir, as after the last war, to what was left
of maritime capital equipment after this war was over.

The plan of requisitioning the merchant fleet, and the emergency
need of it, cast a revealing light on the whole “planning” of both
naval and shipowner administration. Some seamen may doubt the
practicality of workers’ control, and think it only natural that the
shipowners and naval men are used as administrators. since “who
else has the technical knowledge?” etc. Let us take a short look at
the record and see just what the experts’ “knowledge” and “plan-
ning”’ have amounted to in practice.

The original war-preparedness shipbuilding plan announced in
1937 was to build 500 ships over a ten-year period.* With an impe-

‘

*Admira! Land, chairman of the Muritime Commission, said on Janu-
ary 25, 1939: “This long range program of 500 ships was, and is,
based on the Navy's needs. . . . The merchant fleet is the lifeline of
the Navy. It feeds it, fuels it and repairs it at sea. Im addition, it
transports troops when necessary.” These words make it clear that
the 500 ship program was a plan for war. Yet as early as August 29,
the number of vessels sunk in the Western Atlantic area since Pearl
Harbor was already }}7, according to an unofficial tabulation by the
Assceiated Prees, By then. some 2,938 seamen had lost their lives, 1,700
were missinz, and 13.8358 had been rescued. This does not take into
account vessels sunk in other areas such as the Pacific or Arctic; we
can assume that the total number was in excess off 500 ships lost. The
number has long since passed 500.
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rialist war imminent, this quantity and this time-schedule were,
fr(.)m the imperialists’ own viewpoint, ridiculous. But at least the
ships built before the war were well designed and constructed com-
pared with the hurry-up jobs of today. Those were the Maritime
Commission’s C1, €2, and C3 types. capable of 15 to 22 knots. most
of them speedy enough to outrun submarines. On the other hand,
the present mass-production Liberty ship is a jerry-built job, made
to be sunk. They are thrown together with thin plates, and can make
only 11 knots under favorable conditions. In a word, the 1937
“plarning” was so unrealistic that it had to be totally junked, and
a brand-new “plan” adopted: the “Liberty ship” program. That,
assured such experts as Navy Secretary Colonel Knox and Maritime
Commission Chairman Admiral Land, would solve everything.

The construction of these sea-cows reflected Secretarv Knox’s
brilliant idea, “We can build ’em faster than thev can sink ‘em.”
Quite apart from the callous disregard for seamen’s lives revealed in
this statement. the soundness of Knox's curious notion is indicated
by the fact that in less than ten months of open warfare the Nazis
not only sank more ships than the Maritime Commission originally
planned to build over a ten-year period, but even more than the
Liberty ship program could keep up with. On November 15. Land,
War Shipping Administrator and Chairman of the Maritime Com-
mission, announced new “plans™:

When the Liberty Ship was first designed, it was not contem-
plated that it would be required to carry the amount of guns, gun
foundations and several other forms of protective devices that are
now being installed. As a consequence of this added top hamper,
it has been found necessary to carry a moderate amount of ballast.
The Commission. therefore, is designing a vessel to replace the
present Liberty Ship type which will have greater length, slightly
more beam and somewhat greater carrying capacity.

It is planned also to increase the power to a volume which. to-
gether with a better hull form, will result in higher speed. The
increased specd should be sufficient to render the Liberty Ship
less vulnerable to submarine attack in wartime and greatly improve
its competitive value commercially in the post-war era.

Six months prior to this announcement the Maritime Commission
head did not “contemplate” that the Liberty ship “would be required
to carry the amount of guns, gun foundations and several other
forms of protective devices that are now being installed.” But at
that time the war had been on for two and a half years. and the
U.S. openly involved in it for four months; its lessons were plainly
evident. And Admiral Land—like all admirals—is supposed to be

57



MARITIME: A HISTORY AND PROGRAM

a naval expert and know about these things. Such are these “experts

and their “plans.” - o
Yet as late as April 3, the Maritime Commission was an-

nouncing that it had contracted for the f:onstruclil.m of six ship-
yards and 33 of the old type Liberty ships. '.['heu‘ cost was an-
nounced at about §2.000.000 for each ship, making the expendx!ure
of the wovernment SO0 to 870 million, according to the New 'York
Times. This was part of the $3.852,000,000 Congress appropriated
for the construction of new ships.

The government apparatus is so we
shipowners that when Prejisdent gioose\'el
he new fiscal vear (1942-13) to Congress
il! contained a little item in the amount of $1,100,000,000 for *‘com-
for these “shipowners” for vessels taken over for the
ar by the War Shipping Administration. The
“at that time its intention to keep the mer-
chant fleet in a state of “good repair” so that.it could be r.etum:'d
to the “shipowners™ at the end of the war in .gogd repair. .(A”c))
mention was made of any plan to keep the seamen In goo'd repair.

Fven after the requisitioning of the fleet and estabhshmen? of
¢ the maritime industry, the idea

1l rigged by the so-called
t submitted his budget for
(New York Times, June 2)

pensation”
duration of the w
government announced at

comp]ele government control ove "
rship i still kept alive. h

It is pretty hard today for the private'operator to keep up the
pretense of “independence.” He would in fact be a gove.mmenl
did any work. But all that is needed for this wo'rk
ion of the merchant fleet is a competent office
ner”—that is, the private operator and the
m——is nothing more than a government par-

asite. The New York Times on June 20, 1942, carried an announce-
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The benefits to be derived by the capitalists mterwtcd‘ in the
shipping industry are summarized on September 11, 1942 in Stan-

THE GOVERNMENT AND THE SHIPOWNERS

dard and Poor’s Industrial Surveys. This publication issued for the
benefit of big investors gives the following optimistic picture for
shipping and shipbuilding during the war. It notes:

Good Shipping Profits Indicated

The entire fleet of the United States ocean-going merchant
vessels, including those formerly operated in both foreign and
coastwise services, has now been chartered to the War Shipping
Administration. For the duration of the war, revenues of shipowners
will consist of the charter hire paid for these ships and the man-
agement fees paid for the operation of ships under the direction
of the War Shipping Administration. The latter should rise gradu-
ally as newly completed merchant ships are added to the domestic
fleet. . . . Except for foreign operators and companies which char-
tered a large part of their fleets during the major portion of 1941,
most shipping companies will report a gain in net before taxes
this year.

Charter revenues, of course, will be reduced as ships are sunk,
and these declines will not be offset by the growth in management
fees incident to the operation of additional new ships. In most
cases, however, the insurance payments on ships are substantially
above book value of these vessels. Substantial book profits are thus
being created and funds are being built up for the restoration of
fleets after the end of the war.

Standard and Poor’s also gave a “Basic Survey” of the mari-
time industry in May 1942, in which it commented on the post-
war prospects of the shipowners, relating them to present condi-
tions:

However, the lessons learned after the last war will not be forgot-
ten. Operators will be reluctunt to invest in high-cost vessels which
will eventually face a period of low-traffic and unprofitable rates.
The Maritime Commission may solve the problem by selling its
vessels to private operators at a sacrifice.

Barring changes in charter rates paid by the Maritime Commis-
sion, loss of vessels, and the possible inclusion im earnings of
profits realized from insurance settlements, earnings of shipping
companies, before taxes, should exhibit unusual stability for the
duration of the war. While high taxes and lower charter rates will
doubtless hold profits under the 1941 level, earnings of most con-
cerns should be fairly satisfactory.

Note that this is from one of the dope sheets of the capitalist
class. It comes out like the Racing Form, only it is more reliable.
It predicts that the private operators will be in the money this sea-
son. For American Export Lines, a good bet, it foresees that “main-
tenance of the indicated $2 common dividend rate, which affords
an 11% yield, is possible.” But the whole field is a winner, in this
race. The government pays money to all entries.

That the dope sheet gives the right steer is indicated by some
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of the pay-offs listed below, chosen at random from the New York
Times financial pages:

American Mail Lines Ltd. For 1941: Net profit $1,636,281 equal
to $15.83 each on 103,337 common shares, compared with 1940
net of $369,769.

Americ:n Export Lines, Inc. repcrted vesterday for the year
ended with December a net protit of $13,699,498. . . . 2 vet profit
report for 1940 was $7,680.901.

Net profit of U.S. Lines for 1941, excluding that of these three
vessels (America, Washington, and Manhattan) was $4,739,090,
compared with a profit of $3,801,180 for 1940.
American-Hawaiian 8.8. Co. March quarter 71942]: consolidated
net profit before Federal income and excess profit taxes, $1,894,034,
compared with $1,563,518 in [first quarter of] 1041.
The American President Lines, Ltd. had a net profit in 1941 of
$8,170,265 after charges, or almost double the net profit of $4,602,048
reporied the year before. . . .

The figures are listed not merely because they are big (though
it will be observed that this is not exactly hay), but because of the
sharp upward trend they reveal. In the demagogic program of
“equality of sacrifice” shouted for by the government, this is a
fair picture of the sacrifices of the ship-“owners.”

In the face of such results, the shipowners have overcome all
their doubts. At first they were a little distrustful of the New Deal
career-men and apprehensive of government regimentation of the
industry, even though they sensed in the war an opportunity to
smash their way through all tough labor problems under a cloak
of “patriotism.” But it has all come out all right: the government
program is their program. end-product of more than a century of
groping. now rationalized and streamlined. New, practically free
ships coming down the ways with a “disciplined” personnel to man
them—it is the realization of their age-long dream. Item by item,
the government has lifted from their shoulders one problem after
another: finding capital with which to be capitalists, the bother
of management, the handling of militant unions, and finally the
cares of “ownership” itself, leaving them nothing but—their prop-
erty and their profits. All their problems are solved.

It is somewhat different with the problems of the average rank-
and-file seaman. He too has been patriotic. But, as we are now
about to see in tracing his relations with the government up to the
present day, his patriotism has not been worth so much to him;
today, for example. patriotism will not keep a man afloat when a
torpedo hits his ship.
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