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DISCRIMINATORY FREIGHT RATES IN OCEAN SHIP-
PING AND THE BALANCE OF PAYMENTS

WEDNESDAY, MARCH 25, 1964

Congress OF THE UNITED STATES,
Joint EcoNnomic COMMITTEE,
Washington, D.C.

The joint committee met, pursuant to notice, at 9:05 a.m., in room
AE-1, U.S. Capitol Building, Hon. Paul H. Douglas (chairman of
the committee) presiding.

Present: Senators Douglas and Pell, Representatives Griffiths and
Curtis.

Also present: Thomas H. Boggs, Jr., economist, and Hamilton D.
Gewehr, administrative clerk.

Chairman Doucras. The hour of 9 o’clock has arrived and passed.
The committee will come to order.

Before we begin today, I would like to briefly summarize past events
which led to this hearing. On June 20 and 21, 1963, the Joint Eco-
nomic Committee held its first hearing on discriminatory ocean fréight
rates and the balance of payments. These hearings were initiated
as a result of earlier testimony which indicated that ocean freight
rates were a contributing factor to the $800 million decline since 1955
in U.S. steel trade.

Prior to these hearings, it nad been my firm belief that every agency
of the Federal Government. was striving to redress our balance-of-pay-
ments deficit which exceeded $2.6 billion in 1963. Much to my sur-
prise, I learned that policies of the Federal Maritime Commission
and the Maritme Administration were operating in direct opposition
to the Trade Expansion Act and other programs to eliminate this
deficit. In brief, the Federal Maritime Commission testimony indi-
cated that:

1. It costs American exporters more to ship many American-
made products to Europe or Japan than it costs those countries
to send comparable products to the United States.

2. It costs more on a per-ton-mile basis to ship U.S. exports to
third market areas of South America, South Africa and India
than it costs to send comparable products from foreign ports to
these same markets.

3. Ocean freight rates in U.S. foreign commerce are set by
steamship conferences—associations of foreign and domestic
steamship lines—which are dominated by foreign-flag lines and,
by bloc voting, can maintain higher rates on American exports
than on foreign exports.
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598 DISCRIMINATORY OCEAN FREIGHT RATES

4. The FMC had sufficient statutory authority to disapprove
ocean freight rates if they are unreasonably high or low but it had
never exercised such authority.

5. The FMC had not initiated an investigation of ocean freight
rate disparities or of malpractices of the steamship conferences
although it had been directed to do so by the Merchant Marine
Act and by a congressional committee in 1962. ‘

Testimony received from the Maritime Administration indicated
that it was the policy of that agency to require American steamship
lines to belong to shipping conferences or agree to their rates, rules,
and regulations in order to receive operating subsidies. This policy
forced American lines to remain in conferences and charge conference-
established rates even though such rates appeared to be detrimental
to U.S. exports.

It was the belief of the Joint Economic Committee that the testi-
mony of the Federal Maritime Commission and the Maritime Admin-
istration revealed their failure to enforce existing laws and to use
their statutory authority to protect American exporters and to pro-
mote the foreign commerce of the United States. As a result of this
hearing, the Joint Economic Committee unanimously recommended
specific corrective action to the FMC and the Maritime Administra-
tion. : :
- The committee received responses to its recommendations which
indicated that corrective measures would be taken. However, similar
assurances were given to the House Antitrust and Monopoly Subcom-
mittee upon issurance of its March 1, 1962, report but. no action was
taken. (%onsequently the committee asked that a progress report be
submitted early in 1964 by these two agencies.

On November 19 and 20 representatives of the American steam-
ship companies testified before this committee that :

1. Outbound-inbound rate disparities were not harmful to
American exporters. , '

2. Many of the outbound-inbound disparities result from “pa-
per” rates. '

3. Any U.S. exporter making a “reasonable” rate reduction
request to the conferences would, in almost all cases, be granted
a reduction.

Elaborate statistics were presented to back up these conclusions. An
evaluation of these statistics indicates they are inconclusive and in
no way disprove the allegations made at previous committee hear-
ings. I ask unanimous consent to insert in the record a staff memo-
randum dated March 6, 1964, entitled “Ocean Freight Rate Dispari-
ties.” which evaluates these statistics. :

(The memorandum is as follows:)

CONGRESS OF THE UNITED STATES,

Joint EconoMi¢c COMMITTEE,
March 6, 196}.

MEMORANDUM

To: Senator Paul H. Douglas, Chairman.
From: Thomas H. Boggs.
Subject: Ocean freight rate disparities, trade route 12. )
Mr. Donald F. Wierda, appearing before the Joint Economic Committee on
November 20, 1963, as spokesman for the American Steamship Traffic Executives
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Committee (composed of traffic executives of U.S.-flag liner companies), con-
cluded :

~* * * that it is not true (that U.S. export rates are higher), because we are
showing you with these tables that of the cargo which actually means something
and moves, the export rates, which are usually negotiated with shippers * * *
are actually lower * * *” (p. 487, pt. 3).

Prior to this statement, the ASTEC spokesman presented to the committee a
series of tables showing that outbound rates were lower than corresponding in-
bound rates on 300 of 395 major moving export commodities. On the basis of these
statistics, the ASTEC group reached their conclusion. It is the purpose of this
memorandum to evaluate such a conclusion and the statistics on which it was
based.

The ASTEC statistics covered 13 trades routes. In the limited time available,
it was not possible to check each route. However, the largest single trade route
(No. 12—T0U.S8. North Atlantic-Far Eastern trade) was selected for study.

The ASTEC statistics revealed that 15 of 25 major moving export commodities
on this route have lower freight rates than corresponding import commodities.
For example, it costs U.S. exporters $68 per measurement ton to ship airplanes
and parts to Japan, but it costs $75.75 per measurement ton to ship Japanese air-
planes and parts to the United States. The ASTEC contention was that on
“major” U.S. exports to Japan, such as airplanes, 60 percent of the outbound rates
were lower than corresponding inbound rates. Is this sufficient proof that out-
bound freight rates are lower than inbound freight rates? We think not. Quan-
tity shipments will get better rates than rarely traded commodities. On major
moving exports, therefore, the freight rates should be low. Furthermore, as the
ASTEC witness repeatedly stated, commodities which move in large volume out-
bound from a country usually do not move in large volume inbound. While the
U.S. exports a large quantity of airplanes and parts to Japan, it does not import
any. As a consequence, on the 25 major moving export commodities, it would
be expected that outbound freight rates would be lower than corresponding in-
bound rates if no principle of rate equality existed. Before any conclusion of
rate levels can be drawn, major moving import commodities should also be ex-
amined.

When the committee staff requested such information, the ASTEC group
stated in a letter dated January 16, 1964, that:

‘““We were hopeful of obtaining the same information on inbound commodities,
but this would have required a manual check of each manifest over an extensive
period from each area and it was simply impossible to do that in the time we had
available.”

The committee staff was able, however, to obtain from the Federal Maritime
Commission the 24 major moving import commodities on trade route 12. The
Commission will indicate these commodities and rates before the committee on
March 26. But, in summary, the inbound rates are substantially lower than
corresponding outbound rates on 23 of the 24 major moving import commodities.
Thus if 49 commodities are selected—24 inbound and 25 outbound—33 of the in-
bound rates would be lower than corresponding outbound rates. Using the
ASTEC method of rate evaluation, it appears that when adjusted 67 percent of
the outbound rates are higher than corresponding inbound rates on trade route
12. This certainly appears to refute the ASTEC conclusion.

The committee staff feels there are other methods to test the level of freight
rates.

First, using a random sample of every 10th commodity from the outbound
tariff and comparing its rate with the corresponding inbound rate, and using
every 10th commodity from the inbound tariff and comparing its rate with the
corresponding outbound rate, 70 percent of the outbound rates are higher than
corresponding inbound rates on trade route 12. The Federal Maritime Com-
mission will present detailed statistics of this sample. These samples survey
all commodities, including those rarely traded items which might become com-
petitive if freight rates are adjusted. Upon completion of the Federal Maritime
Commission’s proposed computer system, a comparison of all items in each tariff
(1 to 6,000) can be made.

Second, as stated by the ASTEC spokesman :

“Any comparison of the general level of rates in opposite directions must be
made between average revenue per payable ton, rather than average revenue cal-
culated on the basis of weight or cubic tons. Freight on some cargo is assessed
on its cubic measurement. A ‘payable’ or ‘revenue’ ton is calculated in the
manner in which freight, is charged and collected, whether weight or cubie.”
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Following this suggestion, the committee staff requested data from the Mari-
time Administration to make such a comparison. The voyage results of a U.S.-
flag operator on trade route 12 for the years 1962 and 1963 reveal the following :

TABLE 1.—Ezcess of export rate over import freight rate of U.S.-flag line on
trade route 12*

Outbound Inbound Percent

Year 1962: 2
Total payable tons..._ mccmee—m———— 381,906 315,274
Freight revenue._.._.._______.__________ $15,504, 517 | 811,240,850 |-
Revenue per ton (average freight rate) . __ $40.83 $35.65
Excess of outbound rate over inbound rate

Year 1963: 3
Total payable tons_.. ... .. . ...
Freightrevenue. .. ______________.__.
Revenue per ton (average freight rate). . _
Excess of outbound rate over fnbound rate

1 Data submitted by Maritime Administration from voyage reports of U.S. operator.
2 35 voyages, or all of the 1962 voyages are represented.
320 out of 38 voyages are represented.

Table 1 illustrates that U.S. shippers in 1962 and 1963 paid much more for
steamship service than their foreign competitors. However, as the ASTEC
spokesman brought out, the fact that average freight rates are higher outbound
than inbound does not prove that U.S. exporters are necessarily at a cost disad-
vantage. They are only at a disadvantage if the freight rate is higher for
cargo of similar value.

Table 2 illustrates that the import value is higher than the export value per
payable ton on trade route 12. . This fact proves that the American exporters
are at an even greater disadvantage than table 1 reveals. The exporter is pay-
ing more. to ship cargo worth less whereas the importer pays less to import
cargo worth more. Once value is accounted for, the significance of the freight
rate disadvantage becomes glaringly clear.

TABLE 2.—Excess of export rate as a percentage of value over import rate as
percentage of value, trade route 12

Outbound Inbound Percent

Year 1962: 1
Value? .. .. ... e mmeecccammann $282, 000, 000 | $152, 000, 000
Payabletonss._________________________________ - 1,250,000 625, 000
Value per payable ton. $225. 60 $243.20
Average freight rate ¢_____________ $40. 83 $35. 65

Freight rate as a percentage of value. ____.________ .~ 18.1 4.7

Excess of export rate as a percentage of value over import
rate as a percentage of value_ ______. ORI USRS I

Year 1963: 8 }

Averagefreightrate4 ... ______________________._ . __

Freight rate as a percentage of value. ______________.__

Excess of export rate as a percentage of value over import
rate as a percentage of value. .

1 Data supplied by Maritime Administration,

2 Value represents total value of car%loes carried on trade route 12, by U.S.-flag liner vessels, 1962,

3 Payable tons converted from weight tons by following method: 500,000 weight tons of exports multi-
plied by 2.5=1,250,000 payable tons; 200,000 weight tons of imports multiplied by 3.125=625,000 payable
tons. A payable ton=40cubiec feet of space or 2,000 pounds. On voyages in 1962, the U.S. operator surveyed
stt:téed tt};zla)tl llton occupied 100 cubic feet outbound (100-40=2.5) and 125 cubic feet inbound (125-40=3.125).

ee e 1.
£1962 value and tonnage data used.
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As table 2 indicates, the outbound freight rate represents 18.1 percent of
export value whereas the inbound rate is 14.7 percent of import value. The elim-
ination of the disparity between the outbound and inbound rates by a reduc-
tion in the outbound rates would significantly reduce the cost of U.S. exports
abroad. ‘The effects on our balance of payments are self-evident. Perhaps if such
equality in rates had existed for the past 5 years on trade route 12 we would
not have a balance of trade deficit which amounted to $252 million in 1962.
The above statistics clearly demonstrate that the conclusion of the ASTEC
group that outbound freight rates are lower than inbound freight rates on the
commodities that move and that the disparities do not harmfully effect our
balance of payments are clearly not true so far as trade route 12 is concerned.

The European shipowners admitted that outbound rates were higher than in-
bound rates in most cases and attempted to justify these differentials. They
brought out that the U.S. exports on liner vessels 114 times more in long tons
than it imports. More ships are required to carry cargoes from U.S. ports than
are required to carry cargoes to U.S. ports. Consequently, rates on outward
cargoes from this country must be high enough to cover costs and profits of the
round trip voyage. As an alternative to sending their vessels to the United States
in ballast, owners will accept cargoes to the United States if freights are just
high enough to cover the extra costs of loading and discharging as well as the
extra time involved by taking cargo as compared to the cost of proceeding to
the United States in ballast. Freight rates to the U.S., therefore, tend to be
depressed in relation to freight rates the other way.

Even though it is generally true that more ships are needed to carry outbound
cargo than inbound cargo, this is not true on many individual trade services.
On these routes the lines can distribute costs to both the outbound and inbound
legs and charge rates outbound and inbound which cover these distributed costs.
They do not have to charge rates on outbound shipments which are high enough
to cover the entire round trip voyage unless they decide to return empty.

Again using trade route 12 as an example, in 1962 the U.S.-flag line surveyed
carried 382,000 payable tons outbound and 315,000 payable tons inbound. On 20
of 88 voyages in 1963, 204,000 payable tons were carried outbound and 189,000
payable tons inbound. Not only do the total figures show that there is approxi-
mately the same movement in both directions, individual voyage statements in
many cases reveal that more inbound cargo was carried than outhound cargo.
Nevertheless, on this trade route the average rate outbound is 40 percent higher
than the average rate inbound.

Perhaps the balance of trade is the historical reason for freight rate differ-
entials but not the justification. After World War II, ocean freight rates on
American exports to Europe or Japan had to be set at levels high enough to cover
the entire round trip voyage for there were no European or Japanese products
to bring back. From 1945 to 1947 imports from BEurope and Japan averaged
less than $1 billion per year. Today this is certainly not the case. In 1962,
imports from Western Europe exceeded $4.5 billion, and imports from Japan
were nearly $3 billion. Even though our imports have risen rapidly since World
War II, it appears that the European shipowners’ contention that freight rates
outward from the United States must be high enough to cover costs and profits
for the entire voyage, while no longer justified, is still followed by many lines.

To demonstrate this cost allocation, per ton profit and loss figures are used.
Table 3 demonstrates that after all costs and subsidy payments are included,
the outbound legs produce a profit which is $7.96 or 375 percent higher than the
inbound profit. Table 3 allocates costs between the outbound and inbound legs
on a voyage-day basis. During the November hearings the steamship witnesses
objected to such a cost allocation and recommended that a ton-mile basis be -
used. The committee staff maintains that the voyage-day basis is a more
accurate measure of costs since most of the expenses, such as wages, are paid by
the day and not on the basis of how much cargo is carried. However, the com-
mittee staff sought to break down the same 20 voyages contained in table 3 using
a ton-mile basis of cost allocation. The steamship operators informed the staff
that such a cost allocation would take many months of preparation.
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Consequently, an agreement was reached whereby one voyage from each quar-
ter would be used and if the results were substantially different than those con-
tained in table 3, all voyages would be broken down on a ton-mile basis. As
table 4 indicates the results are different in that they show the profit derived from
outhound voyages exceeds the profits of inbound voyages by $12.08 instead of
$7.96 as contained in table 3. Since the results of the ton-mile basis confirmed
the committee staff contention that outbound profits substantially exceed in-
bound profits, no further research was required.

These individual voyage reports provide a guideline for adjustment of out-
bound-inbound rates. Operators could raise their inbound rates to a level
which would return a reasonable profit and thereby increase their revenue, As
a result they could reduce their outbound rates so that they would continue
to receive the same revenue that they are currently receiving. On each indi-
vidual trade route, a study could be made of the average outbound rate, the
average inbound rate, the costs outbound and the costs inhound. Once this
survey has been done, lines would be in a position to suggest proper increases
in their inbound rates and decreases in outbound rates. To give an example:
in the case of the company operating between the U.S. Atlantic coast and the
Far East, its outbound rate generates a profit of $10.08 after subsidy, while
inbound rates generate but $2.12 per ton after all costs and subsidy. If the
inbound rates were increased by 13 percent and ‘the outbound rates reduced by
9 percent, each voyage leg would return an equal profit of $6.10 per ton. The
rate disparity would be reduced and the revenue would remain the same.
This, of course, assumes that the elasticity of demand would remain the
same even though the rates have changed. This is not true but conferences
seem to use this assumption in their present ratemaking decisions. A confer-
ence will frequently increase all rates by a fixed percentage then make adjust-
ments for particular shippers at a later date. This precise practice could be
followed to equalize outbound-inbound rates. .

In short, tables 1 and 2 demonstrate that American exporters pay substan-
tially more for steamship service than American importers. Tables 3 and 4
indicate that steamship companies earned the majority of their profits from
American exporters and they barely broke even on the inbound ‘voyages.

TABLE 3.—Proﬁts ‘of a U.S.-flag operator on trade route 12 (U.S. Atlantic-Far
East) export and import cargoes, 1963 *

Dollars per revenue ton of
cargo carried
Export Import 2
Revenue (average freight rate)______________ $44.31 $30.17
Expenses, total 3 . 41.50 33.71
Port and cargo handling_________________ ) —— o 16. 91 14.49
Vessel operation______________________ """ - - 17.02 13.22
Overhead, depreciation and interest______________ """ 7.57 6.00
Profit or (loss).- - 2.81 (3.54)
Subsidy. - - 7.27 5.66
Profit or (loss) after subsidy__________________ """ ——— 10.08 2.12
Excess of profit from exports over imports. ... __..__._______ 7. |96

! Data submitted by Maritime Administration covers 5 voyages from each quarter of 1963 and selected
at random. Same type cargo ship used on each voyage.

2 Intermediate revenue and expense have been included in the import result as it is not practicable to treat
intermediate cargoes as a separate category. Intermediate cargo is less than 8 percent of total cargo and its
effect on the results is negligible.

3 Such expenses as wages, payroll taxes, welfare contributions, subsistence, stores, fuel, repairs, ete., were
allocated to export and import cargo on a voyage-day basis. Direct expense allocations were possible for
agency fees, freight brokerage, canal tolls, stevedoring, and other cargo expense,
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T ABLE 4—P90ﬁts of a U.S.-flag operator on trade route 12 (U.8S. Atlantic- Far
East) export and import cargoes, 1963 *

[Expenses allocated on ton-mlle basis)

Dollars per revenue-ton of
cargo carried
Export Irﬁport
Revenue (average freight rate) . __ . $43.75 $31. 06
EXpenses, tObal 2. o o et 31.75 | 36.99
Port and cargo handling... 15.47 14. 67
Vessel operation.______._. - 15.38 15.57
Overhead, depreciation, and interest - 6.90 -6.75
Profit oF (1085 e m oo o et d o e 6.00 (5.91)
SUDSIAY - - - oo 6.8 ] - 669
Profit or (loss) after subsidy. .. 12.86 .78
Excess of profit froxﬁ exports over imports. .. ___________ NSO ’ 12.08 ’ )

1 Data submitted by Maritime Administration covers 8 voyages selected at random. Same type cargo
ship used on each voyage.

2 U.S.-flag operators recommended that expenses which could not be dlrect.ly allocated to cargo be com-
puted on a ton-mile basis rather than a voyage-day basis. The committee staff believes that the voyage-
day basis is a better measure of expenses such as wages, which are paid on a daily basis, not on tons carried.
Regardless of method used, the results show a substantial disparity between export and import profits.

The Crarrman. I believe there is reason to doubt that steamship
conferences are willing to grant “reasonable” rate reductions to Amer-
ican exporters, as some of the following examples will indicate :

1. The Boiler Manufacturers Association estimates that in 1964
markets in South America and the Far East could exceed $57 million
in sales if freight rate adjustments were made.

The association has pointed out that one of its members recently lost
to a European competitor a $15 million sale in India due to ocean
freight rate differentials on boiler parts and components. The ocean
fremht rate on boiler parts is $60 per measurement ton from New York
to Calcutta but the European rate is only $31.16. Similar disparities
exist on boiler parts and other components to every market in the
Far East and South America. The inbound rates from India and the
Far East to New York on boiler parts are far lower than the outbound
rates. If the outbound rate of $60 per measurement ton on boiler
parts is reduced to the inbound level of $30.25 per measurement ton,
our exports will be competitive.

In short, statistics indicate that rate equality in this case wou]d be
very beneficial to our balance of payments.

2. The Bourbon Institute has stated that whlle only 1 percent.- of
the bourbon produced in the United States is currently exported, sales
abroad would substantially increase if outbound rates could be equal—
ized with inbound rates on distilled spirits.

It costs 84 cents to ship a case of scotch from London to New York,
but $1.25 per case of bourbon to London on the same vessel.X

3. The ge terling Publishing Co. of New York informed the committee
that it costs $1.71 per cubic foot to ship books to England, but only 50
cents per cubic foot to ship comparable English pubhcatlons to New

1 Shortly after this statement was made on Mar, 25, the export rate was lowered and
the import rate increased to accomplish rate parity.
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York. The Oak Tree Press, the English importer, informed Sterling
Publishing Co. that it could no longer import American-printed books
unless some adjustment in rates was made.

The North Atlantic-United Kingdom Freight Conference, after 3
months of negotiation, finally agreed to a reduction It will be sur-
prising to me if the American exporter still has an Engish market
after such a delay.

4. An English manufacturer and distributor, Development, Ltd.,
attempted to develop an English market for American-made sport-
wear by General Sportscraft, Ltd. of New Jersey. The English com-
pany assumed that the freight rate would be the same as on English
sportswear to the United States since the same ships would be used
and the commodities would be identically classified.

When Development, Ltd., discovered that the freight rate from the
- United States to England is $33.71 per measurement ton—instead
of $18.86—it stated that “we will only be able to sell a fraction of the
American-made products than would be the case were fair and reason-
able freight prices charged.”

In all of the above cases the steamship conferences have either failed
to grant rate reductions or have delayed action on such requests. These
few examples would certainly indicate that rate disparities do harm- |
fully affect our balance of payments. One can but wonder at the
statement:

Any U.S. exporter making a “reasonable” rate reduction request to the con-
ferences would, in almost all cases, be granted a reduction.

Representatives of the American steamship companies repeatedly

stated that many inbound-outbound disparities are the result of mere
paper rates. They further stated that steamship conferences will
make appropriate reductions in these paper rates as foreign markets
are developed. Although this is a reasonable explanation, shippers
may not realize that such published tariffs are meaningless.” For this
reason, I continue to urge steamship conferences and carriers to either
eliminate paper rates from their tariffs or at least reduce them to the
inbound levels. :
. Recently the Commerce Marine Line filed an outbound tariff iden-
tical with its inbound tariff. On the item kitchenware the rate out-
bound and inbound is 83 cents per cubic foot. This is substantially
lower than the comparable conference outbound rate of $1.26 per cubic
foot. At the reduced rate a market was found for American exports
which had previously not existed. This example gives great weight to
our contention that paper rates should be eliminated or outhound-
inbound rates equalized.

Before we begin our hearing this morning, I would like to discuss
the position of the American and foreign lines that have refused to
cooperate with the Federal Maritime Commission in its investigation
of rate disparities. The American lines assured this committee that
they are doing and will continue to do all they can to help the export
commerce of the United States. They further assured this committee
that the foreign-flag lines did not dominate the shipping policies of
the United States in shipping conferences. One of these statements
must be untrue.  The Federal Maritime Commission, to evaluate the
effects of ocean freight rates on the U.S. balance of payments, has
asked the shipping conferences to provide certain rate information.
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The conferences have refused to comply with this request. If the
American lines agreed with this action then certainly they are not
doing all they can to help U.S. exports. If they disagreed with this
actlon yet went along with the conferences because of bloc voting, it
is clear that U.S. shipping policy is determined by foreign-flag lines.
Several American lines have recently resigned from conferences which
charge excessively high rates on our exports. These lines are to be
congratulated. As I stated recently, American lines should resign
from conferences that refuse to comply with the Federal Maritime
Commission’s requests.

We are happy to welcome here today Mr. Frank Barton, Deputy
Under Secretary of Commerce for Transportation. A little back-
ground perhaps is desirable.

On February 5, 1964, I addressed a letter to the Secretary of Com-
merce, the Honorable Luther Hodges, on behalf of the Joint Economic
Committee requesting the presence of the Maritime Administrator or
his representative at this hearing to testify concerning subsidized
operations on trade route 12, as well as (¢) the Maritime Administra-
tion’s action to rescind its past policy which required American-flag
lines to be a conference member or charge conference rates in order
to receive a subsidy; that was a request which we made of the Com-
merce Department last summer and which, as I understand it, they
have since carried into effect; (5) how discontinuance of the present
conference system of ratemaking would affect the American sub-
sidized fleet, particularly on trade routes 12, 5, 7, and 9; and (¢) the
methods by which the Maritime Administration encourages the
development of new technological devices in ocean transportation.

Myr. Barton, I understand you have a prepared statement to make.
‘We will be very glad indeed to hear it.

STATEMENT OF FRANK L. BARTON, DEPUTY UNDER SECRETARY
OF COMMERCE FOR TRANSPORTATION, DEPARTMENT OF COM-
MERCE; ACCOMPANIED BY ROBERT A. NELSON, DIRECTOR OF
TRANSPORTATION RESEARCH STAFF, OFFICE OF UNDER SECRE-
TARY FOR TRANSPORTATION; DANIEL O’KEEFE, OFFICE OF
GENERAL COUNSEL; M. E. PARR, CHIEF, DIVISION OF TRADE
ROUTES, OFFICE OF GOVERNMENT AID, MARITIME ADMINISTRA-
TION; E. XK. SULLIVAN, DEPUTY CHIEF, OFFICE OF RESEARCH
AND DEVELOPMENT; AND MAITLAND PENNINGTON, SPECIAL
ASSISTANT TO THE MARITIME ADMINISTRATOR

Mr. Barron. Thank you, Senator. It is a pleasure to appear before
the committee, particularly the distinguished Senator from Illinois.

May I introduce my colleagues at this point. To my right is Mr.
O’Keefe of our General Counsel’s Office and to my left is Mr. Robert
Nelson, Director, Transportation Research Staff.

Sitting at the table here are three gentlemen from Maritime,
Captain Sullivan, Mr. Pennington, and Mr. Parr, in case you have
questions of them. With your permission, Senator, I will proceed
with my statement.

We have collected in compliance with the chairman’s request to
Secretary Hodges of February 5, 1964, 2s you just mentioned, cer-
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tain information for submission to the committee. The first part of
this information consists of certain revenue and expense figures re-
lating to steamship operations in 1963 on trade route 12 (the U.S.
Atlantic/Far East trade) and trade routes 5, 7, 8, and 9 (the U.S.
Atlantic/European continental trade). These figures were prepared
by operators engaged in these trades, and have already been sup-
plied to the committee’s staff. The second part of this information,
derived from statistics kept by the Census Bureau, consists of sched-
ules showing the principal commodities, by weight and by value,
moving in 1962 on each of the major trade routes in the foreign com-
merce of the United States. There is also a supplemental schedule
showing the major commodities which were carried on trade route
12 in 1962 by U.S.-flag and foreign-flag vessels. This information,
as well, has already been given to the committee’s staff. In addition,
the committee staff has asked for, and has been given, copies of
pending subsidy applications on trade route 12, and a schedule show-
ing the extent of vessel utilization on certain satlings made on trade
route 12 in 1963.

The chairman’s letter of February 5, 1964, additionally requested
that the Department of Commerce witness present, in his testimony,
brief explanations of (a) the Maritime Administration’s action to
rescind its past policy which required American-flag lines to be a
conference member or charge conference rates in order to receive a
subsidy; (&) how discontinuance of the present conference system
of ratemaking would affect the American subsidized fleet, particu-
lIarly on trade routes 12, 5, 7, and 9; and (¢) the methods by which
the Martitime Administration encourages the development of new
technological devices in ocean transportation.

The Maritime Administration’s policy regarding adherence to
conference rates was discussed before this committee on June 21,
1963, by the Deputy Maritime Administrator. The Maritime Ad-
ministration, by Circular Letter No. 3-62, had announced on Febru-
ary 2, 1962, the policy that subsidized lines would be expected to
adhere to applicable conference rates in their respective trades, ex-
cept in those cases where good justification could be shown for a
departure from such rates.

The committee requested the Department of Commerce to reexamine
this policy.

Pursuant to instructions of Secretary Hodges, the Maritime Sub-
sidy Board reviewed this policy and on August 5, 1963, rescinded
Circular Letter 3-62 for the reason that the administration of the
subsidy program should not be used as a tool for or against adher-
ence to conference rates.

It may be of interest to the committee to know that since the
rescission of the circular letter four subsidized lines have announced
their resignations from conferences and their intentions to take inde-
pendent rate action.

The Criatraan. Mr. Barton, I wonder if for the sake of the record,
you would state the names of these lines which have withdrawn
from conferences, and what the conferences are from which they
have withdrawn.

Mr. Barron. Be glad to, Senator.
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Lykes Bros. Steamship Co. and Bloomfield Steamship Co., the
only subsidized operators on this particular route, and I will de-
scribe the route in a moment, have withdrawn from the conference
and have announced they would take action to equalize east and
westbound rates. We understand one of the major reasons for the
withdrawal of these two lines from the conference was the failure
of the conference to lower its rates to levels prevailing on the North
Atlantic trade. This is in the gulf

The Caamrman. May I ask this, Mr. Barton: When the lines say
they will equalize rates, will they lower the export rates or raise the
import rates?

Mr. Barron. I am not aware of the precise action, Senator.

The CHamMax. Mr. Boggs has some information which I would
like to have him put in the record.

Mr. Boces. They intend to lower the export rates to the level of
the North Atlantic export rates so in effect they are going to lower
some export rates out of the gulf.

Mr. Barron. Thank you. That is the Gulf/French Atlantic Ham-
burg Range Conference, and of course, as you know, it covers freight
traffic from U.S. gulf ports to ports in France, Atlantic Channel
ports only, Belgium, Holland, and Germany. This excludes, of
course, German Baltic ports.

The other withdrawals of which we have been notified are the
Delta Steamship Lines that has withdrawn from the American West
African Freight Conference. This conference covers freight traffic
moving between Atlantic and St. Lawrence River ports of Canada,
U.S. Atlantic and gulf ports, and west African ports, south of the
southerly border of Rio de Oro, Spanish Sahara, and north of the
northerly border of southwest Africa, including the islands of Azores,
Madeira, Canary, Cape Verdes, Fernando Po, Principe, and San
Thome; and the fact that the Farrell Line’s resignation will become
effective April 3, 1964.

It was my understanding that these moves were taken by these
lines in order to meet competition of the former conference lines
which announced 15-percent-rate cuts on eastbound shipments. Since
resignation of the two UL.S. lines, the conference itself has announced
a 15-percent-rate cut.

The CrarMan. Thank you.

Mr. Barron. Yes, sir.

The next point of discussion is the effect on the U.S. subsidized
fleet of discontinuance of the present conference system.

It 1s difficult to state with certainty what this effect would be. The
historic tendency of steamship companies has been to associate in
ratemaking groups in order to moderate the more extreme effects on
rates of shifts in supply and demand. The most extreme fluctuations
in rates have accompanied wars and their aftermath, and other inter-
national disruptions causing shifts in supply and demand. The var-
lous agencies which have regulated ocean transports have generally
found that untempered competitive forces and consequent wide fluctu-
ations in rates worked hardships both on U.S.-flag operators and U.S.
shippers. Hence the various regulatory agencies having jurisdiction
in maritime matters have permitted and sometimes encouraged mem-
bership in rate conferences. The conference system has generally been
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supported by the findings of congressional committees which have in
the past investigated the role of the U.S. merchant marine in our trade
and commerce. As late as 1961 the Congress reaffirmed its basic sup-
port for the conference system as a means of furthering the interests
of U.S. shippers and carriers alike.

If formal conference ratemaking were discontinued, it is quite pos-
sible that rate stickiness would persist. Understandings might be
entered into among foreign-flag lines which would be extremely diffi-
cult for this Government to police. An alternative might be that U.S.-
flag lines would provide price leadership on the outbound trades that
would be followed by the foreign lines. Generally speaking, the
number of U.S. carriers in each of the liner trades is relatively small,
making informal understandings easier to arrive at.

However, there is complete freedom of entry and exit in interna-
tional shipping, except for the U.S.-subsidized lines, and even a subsi-
dized line 1s entitled by section 606 (a) of the Merchant Marine Act,
1936, to modification or rescission of its contract obligation to provide
service, if it shows that it cannot maintain.and operate its vessels in
the prescribed service with a reasonable profit upon its investment.
This ease of entry and exit which would be accentuated by the discon-
~ tinuation of the conference system might well result in extremely wide
fluctuations of rates and services as carriers moved into and out of
various trades. This could prove more than shippers, particularly
small shippers, would find tolerable. Stability of rates has, time and
again, in congressional testimony been declared by shippers to be im-
portant and that conferences provide a means of helping to assure
rate stability. :

Undoubtedly, conference ratemaking provides U.S.-flag carriers
with greater security of investment in an industry which has been one
of feast or famine. This is important if U.S.—xf?;g shipping is to be
maintained in the face of disadvantageous cost relationships with for-
eign-flag carriers. '

The significant question, it seems to me, Senator, is whether the
benefits of international shipping conferences outweigh the problems
accompanyin%lthem. What is of concern to the Department of Com-
merce 1s whether the United States is sacrificing rates which are in the
best interests of our foreign trade for stability in rates. Stable rates
are of little value if they are so high or disproportionate relative to
competition that our American companies are unable to market their
goods effectively.

I want to emphasize that paragraph:

The Cuamrman. I would like to emphasize it, too, Mr. Barton.

Mr. Barroxn. As a result of the hearings conducted by this commit-
tee, last July 12 Secretary Hodges proposed an investigation of inter-
national shipping conferences, their procedures and policies, and their
impact upon the commerce of the United States. In response to this
suggestion, the Federal Maritime Commission initiated factfinding
investigation No. 6, “The Effects of Steamship Conference Organiza-
tion, Procedure, Rules, Regulations, and Practices Upon the Foreign
Commerce of the United States.” The Department has declared its
intention to participate actively in this investigation and has been
affording its full cooperation to the Commission.

I mlight add that the Commission has afforded us their full coopera-
tion also.
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In connection with our participation in factfinding investigation No.
6, the Department of Commerce has undertaken three major studies.
The first of them is designed to develop additional information about
shipping conferences, their policies and procedures, and how these
affect ocean-freight rates. In our second study, emphasis is being
placed on determining the costs of steamship operations and analyzing
the relation of costs to rates. The third study of the series is focusing
on the effects of ocean-freight rates on U.S. exports. For the commit-
tee’s information, I would like to submit a list of the ways in which
the Department of Commerce has assisted the Commission, both in
investigation No. 6 and otherwise.

The Cuatrman. That will be made a part of the record.

Mr. Barron. Thank you, sir.

(The document referred to follows:)

WATYS IN WHICH THE DEPARTMENT OF COMMERCE HAs PROVIDED ASSISTANCE TO THE
FEDERAL MARITIME COMMISSION

1. The Department has provided the FMC with various lists of shippers and
other persons who have expressed an interest in ocean-freight rates.

2. The Department is continuing to forward to the FMC all complaints regard-
ing ocean-freight problems which it receives.

3. The Department has provided the FMC with various lists of commodities
believed to have significant export potential.

4. Since December 1963, the Commission has had the services of a rate expert
and an economist, assigned by the Department of Commerce, to help the Com-
mission in connection with the material requested of it by the Joint Economic
Committee.

5. The Department has informed the FMC of the comments and complaints
regarding ocean freight resulting from the Department’s consultations with in-
dustry in connection with our program of export expansion.

6. The Department is actively participating in the Commission’s factfinding
investigation No. 6, “The Effects of Steamship Conference Organization, Proce-
dure, Rules, Regulations, and Practices Upon the Foreign Commerce of the
United States.”

Mr. Barron. After completion of our studies and after the record
in the Federal Maritime Commission’s factfinding investigation No. 6
is complete, I believe we will be in a better position to judge the use-
fulness of the conference system.

With the cooperation of the various steamship companies and the
conferences, I am hopeful that we will be able to gain that knowledge
and. understanding of the conference system which will enable us to
make an objective appraisal of the conference system.

The CrarMAN. Mr. Barton, can you estimate how much time it
will take to make these studies ?

Mr. Barton. Dr. Nelson, our research man is here, Senator. I
think he can make a better estimate of that than I.

Dr. Nelson, would you give the Senator an answer to his question ?

Dr. Neuson. I would hope that within 6 to 8 months, sir, we would
get thiskind of information.

The Caamrman. Then how long thereafter would it take to reach
a decision, Mr. Barton ?

Mr. Barton. I would hope shortly after that, Senator. I am for
quick decisions, myself. As far as I am concerned, I think it could be
done very soon after the information isin.

The Cramman. I believe in discussion and research as a prelude
to wise action, but I do not believe in it as a substitute or as a preven-
tive for action. In short, I hope there will be no filibustering in the
executive department even if we have it here on the Hill.

20-707—84—pt. 4—2
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Mr. Barron. May I continue, sir?

The Cuairatan. Yes, indeed.

Mzr. Barron. The third subject of my testimony relates to the meth-
ods by which the Maritime Administration encourages the develop-
ment of new technological devices in ocean transportation. Of most
immediate significance-is the present policy of the Maritime Adminis-
tration, adopted in August 1963, that all replacement ships built with
the aid of construction-differential subsidy shall be equipped with
centralized engineroom control and bridge control of main engines.
As a result of this policy, work is at present underway on the con-
struction of 25 ships which will incorporate these mechanization prin-
ciples. Another f}ve ships, on which construction had already pro-
gressed substantially, are being outfitted with some of these advanced
features. It is expected that all subsidized construction to be con-
tracted for henceforth will incorporate centralized engineroom con-
trol and bridge control of main engines, and, as progress is realized,
even more advanced systems of mechanization.

The mechanization features now being built into these ships will
permit improved safety of operations and manning reductions of 14
to 16 men per ship. Asmore sophisticated features are developed, and
as provision is made for a resolution of the sociological problems in-
volved, significant additional reductions will be possible.

‘The Maritime Administration is vitally interested in the human fac-
tors involved in any program of mechanization. It is cosponsoring
with the National Academy of Sciences, and with the participation
of labor and management officials, studies of the nature of the mari-
time work force with a view to analyzing the effects of growth in the
merchant marine versus the effects of mechanization, and projecting
the needs for retraining or other methods of taking care of such dis-
locations as may be involved.

Other technological improvements being incorporated in new sub-
sidized ship construction with the encouragement of the Maritime
Administration are higher quality equipment and protective coatings,
which will significantly reduce maintenance costs.

The Maritime Administration adopted, in 1960, the policy of pro-
moting the use of standard size containers. As a result of this and
of the rapidly increasing demand for container service, the United
States leads all countries in the use of large shipboard containers.
This system not only protects cargo, but also materially reduces han-
dling costs.

In the area of research and development, the Maritime Administra-
tion 1s closely coordinating and exchanging information regarding the
Government’s maritime research and development program with tech-
nical industry groups, such as the Society of Naval Architects and
Marine Engineers and the technical and research subcommittees of
the committee of American steamship lines. This has stimulated
collaboration and resulted in some cosponsorship between industry and
Government in research and development projects, and also has gen-
erated industry acceptance and early introduction of developments
sponsored by the Government.

The Cuammax. Mr. Barton, may I ask, will these cost reduction
features which are being put into effect result in any reduction in the
subsidy payments?
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Mr. BarToN. As the force is reduced, sir, and other improvements
are made, and the difference between the foreign shipowner cost and
the American shipowner cost is narrowed, the subsidy will be less; yes,
sir.

The CramyaN. You can pledge definite assurance on that score?

Mr. Barton. As farasIcan,sir.

The CHamyaN. As far as you can.  What impediment would there
be in the way of such decision ?

Mr. Barron. Well, the law calls for equalizing many cost differences
between our merchant marine, of course, and foreign lines. So as far
as we can, we will reduce the cost. :

The Cramyman. And you will reduce the payments?

Mr. Bartown. I beg your pardon? The payments? Yes, as I ex-
plained before.

The Crmamrman. Thank you.

Mr. Barrtox. In addition, we have arranged for several cost-sharing
inservice evaluation projects, under which prototypes of experimental
equipment are evaluated while actually in use at sea. Examples of
such projects are the radar data computer and the course computer.
And under the authority of appropriation legislation for fiscal 1964,
we will sponsor the distribution of progress information on our re-
search and development program, through publications and symposia
in which interested sectors of the economy will participate.

The Maritime Administration is also engaged in other specific proj-
ects, which are being carried on by private organizations working
under contract with the Government. These projects include the
following:

1. Studies of routes and service, using operations research techniques
and economic analysis and aimed at securing more efficient operation
and use of maritime resources afloat and ashore.

2. Nuclear propulsion, the objective of which is to provide more
effective ship propulsion systems through the application of atomic
energy.

3. Advanced ships, a program consisting of an evaluation of the
feasibility of using advanced concepts such as hydrofoils, surface
effect ships, and naval displacement ships for commercial operations.

4. Cargo handling and terminals, intended to increase the effective-
ness and economy of cargo transport through the development of new
and improved systems both ashore and afloat.

5. Evaluation, inspection, and maintenance, the purpose of which
is to increase the initial and sustained effectiveness of maritime systems
through the development of new and improved means for evaluation,
inspection, and maintenance of equipment.

6. Ship operations, intended to improve the operation of merchant
ships through development of new and improved systems of ship
management and control, including such matters as anticollision radar,
course computers, maneuvering assist devices, and the like.

The Cramyan. Thank you very much. We asked Mr. Boggs, the
committee’s very efficient staff assistant on this matter, to prepare some
tables based on'the data submitted by the Department of Commerce
and the Administration, and I am going to ask if he will present that
material now before we proceed to ask questions upon it and upon
your testimony.
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Mr. Boggs?

Mr. Bogas. Mr. Chairman, before I attempt to evaluate and explain
these charts, I would like to say that the Maritime Administration and
the Department of Commerce have been most cooperative in providing
this data quickly and completely.

During the committee’s previous hearings, steamship representatives
stated that any comparison of the general level of freight rates should
be made between average revenue per payable ton rather than on indi-
vidual commodities. As a result, we requested such information from
the Department of Commerce and chose one trade route, trade route
12, to run a pilot project.

Table 1 in the memorandum covers trade route 12.

(The table referred to follows:)

TaBLE 1—Exzcess of export rate over import freight rate of U.S.-flag line on
trade route 12*

Outbound Inbound Percent

* Year 1962: 2
Total payable tons.__....._....... 381, 906 315,274 | .. __
Freightrevenue____..____.________ S, 815,594,517 | $11,240,850 |....__________
Revenue per ton (average freight rate) $40.83 $35.65 {- .o ___._____
Excess of outbound rate over inbound rate._._......._____|.__..__l____ " ______T 14.5

Year 1963: 2
Total payable tons 204, 309 189,178 | oo
Freight revenue. $9,053, 685 $5,998,967 |- __._._____.
Revenue per ton (average freight rate)_ $44. 31 $3L.71 |ccmaeee
Excess of outbound rate over inbound rate - 40

1 Data submitted by Maritime Administration from voyage reports of U.S. operator.
235 voyages, or all of the 1962 voyages are represented.
3 20 out of 38 voyages are represented.

The Caarman. This is the trade route to Japan?

Mr. Boees. From the Atlantic, Gulf, to the Far East, Senator,
and back. :

Table 1 shows that in 1962, for the total year, a U.S. subsidized
operator carried 381,000 payable tons of freight cargo outbound and
315,000 payable tons inbound. The revenue it received is shown. The
average revenue per payable ton was $40.83 outbound and $35.65
inbound.

In 1963

The Cramrman. What is the percentage difference?

Mr. Boces. That is $5.18. About one-seventh, Senator. It is 14.5
percent.

In 1963, the disparity increased to 40 percent, the rates being
$44.31 outbound and $31.71 inbound.

The CraRMAN. Let me summarize that. So I understand that in
1963 the average rate per payable ton outbound on route 12 was 40
percent higher than the inbound rate per payable ton.

Mr. Boces. That is correct, Senator, and you will also note that
the number of payable tons carried outbound and inbound is roughly
the same. Total payable tons, 204,000 out, 189,000 in for 1963; and
1962, 381,906 out, and 315,274 in.

The Cramrman. And this is the comparison which the representa-
tives of the American Steamship Trafic Executive Committee said
was the proper comparison rather than the comparison on individual
rates.
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Mr. Boces. Yes, Senator. They also brought out, and this is the
importance of table 2, that average freight rates standin%titlone do not
prove that U.S. exporters are at a cost disadvantage. ey are only
at a disadvantage if the freight rate is higher for cargo of similar
value. Table 2 illustrates that the import value per payable ton is
$243 and the export value is $225 per payable ton. The exporter is
paying more to ship cargo worth $18 less whereas the importer
pays less to import cargo worth more per payable ton. Once the
value is accounted for, the significance of the freight rate disadvan-
tage becomes glaringly clear.

When you have reduced the freight rate to a percentage of the
value, it is seen that the outbound freight rate is 18.1 percent of
the export value in 1962 and 19.6 percent in 1963.

The freight rate as a percentage of the inbound value is about 14.7
percent in 1962 and 13 percent in 1963. Once value is accounted for,
the excess of the export rate as a percentage of value over the import
rate as a percentage of value in 1962 is 23 percent.

The Cramman. Higher.

Mr. Boces. Higher, and in 1963 it becomes 50.8 percent higher.

TABLE 2—FExzcess of export rate as a percentage of value over import rate as
percentage of value, trade route 12

Outbound Inbound Percent
Year 1962: !
Value 2. e cccccccsteanmmm—m———am—————— $152, 000, 000
Payable tons?_ ____..._... 1 625, 000
Value per payable ton_.._ $243. 20
Average freight rate ¢ $35.65

Freight rate as a percentage of value
Excess of export rate as a percentage of value over import
rate as a percentage of vAlUe. - oo eiiiimm e e 23.0

Year 1963: 5
Average freight rate__ _______ . $44.31 %) Wi O T
Freight rate asa percentageof value. ... ..o .__ 19.6 13.0 {occmmccceaaees
Excess of export rate as s percentage of value over import
rate as a percentage of value ... - 50.8

1 Data supplied by Maritime Administration. :

2 Value represents total value of cargoes carried on trade route 12, by U.S.-flag line vessels, 1962.

3 Payable tons converted from weight.tons by following method: 500,000 weight-tons of exports multiplied
by 2.5. equals 1,250,000 payable tons; 200,000 weight-tons of imports multiplied by 3.125 equals 625,000 pay-
able tons. A payable ton equals 40 cubic feet or space or 2,000 pounds. On voyages in 1962, the U.8. opera-
tor surveyed stated that 1 ton occupied 100 cubic feet outbound (100/40 equals 2.5) and 125 cubic feet inbound
(125/40 equals 3.125).

¢ See table 1.

5 1962 value and tonnage data used.

¢ See table 1.

The CaamrMAN. So that whether you take per payable ton or value
of shipment, the export rates on route 12 are markedly higher than
1import rates.

Mr. Boces. That is correct, Senator. Again I emphasize that the
movement in both directions is virtually equal.

Representative Grrrrrras. Mr. Chairman, I would like to ask a
question.

The Cuamman. Yes, indeed.

Representative Grrrrrras. I would like to know, if, since we are
paying for this, are we getting better service? Are these ships’
space available to our exporters immediately or are we sitting around
waiting to send our goods out? '
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Mr. Bocas. That is a good question, Congresswoman Griffiths. On
trade route 12 which 1s a subsidized service, there are currently
subsidy applications by, I believe, three operators.

Mr. Barron. I believe that is so.

Mr. Boces. During the subsidy hearings there was evidence brought
forth concerning American shippers to the effect they had not been
able to get outbound service on the current subsidized ships.

We also asked the Administration for some cargo utilization figures,
on the route, and the American ships are virtually 100 percent full
outbound. There is no empty space available, and inbound they
are approximately 85 to 90 percent full. So the ships are full. An
American’ shipper may not be able to put his cargo on an American
ship.

lgepresentative GrrrriTHS. So that for all the money we pay, which
makes all of our goods higher than any other country of the world,
we are not really getting any service for the additional funds that we
are paying for that shipping, right?

Mr. Boees. Well, the American ships are providing service on the
route, but they are full. Some other ships could be moved to the
route. Currently, there are three steamship companies applying
for service on the route, S

Representative Grrrrrras. Well, I would like to know, secondly,
are American manufacturers in foreign countries getting first call
on foreign ships or American ships to send their goods into America ?

Mr. Boges. I cannot answer that. I would defer that to the wit-
ness, Mr. Barton.

Representative Grirrrras. Do you know?

Mr. Barron. I have no information on it either.

Representative Grirrrras. Could you find out?

Mr. BarroN. Yes, ma’am.

(Mr. Barton supplied the following statement for the record:)

U.S.- and foreign-flag ships providing liner service between the United States
and foreign countries (in both directions) are engaged in common carrier op-
erations and, as such, are required to handle traffic for all persons impartially.

Mr. Boeaes. Mr. Chairman and members.of the committee, table 3
reduces the outbound and inbound revenues down to the outbound
and inbound profit per payable ton. The outbound rate of $44.31
has an outbound expense of $41.50, leaving an outbound profit of
$2.81. The inbound rate, on the other hand, of $30.17, has an inbound
cost of $33.71, resulting in a loss of $3.54 a ton. So before any sub-
sidy payment is made, it can be seen that on this route the outhound
rate of $44.31 does produce a profit, but the inbound rate of $30.17
results in a substantial loss of $3.54 a ton.

When the subsidy payment is made, both outbound and inbound
cargoes produce a profit. However, the outbound profit is $10.08 a
ton. The import profit is but $2.12 a ton. The outbound profit ex-
ceeds the inbound profit by $7.96 a ton. I think this is a better dem-
onstration of the fact that the exporter is paying for the profit of the
vessel and the importer, in a sense, is getting a free ride, a subsidized
rate because his price is $3.54 below cost.

Senator, I think on the basis of this information certain questions
do arise for the Maritime Administration, which is the agency con-
trolling the subsidy program, and the Commerce Department, which
has a trade expansion program underway, to account for.
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The Cramrman. Let us see if we can digest this information for
a moment before we proceed to ask questions about it.

Do I understand you to say that the export rates yield a profit of
closeto $3 a ton ?

Mr. Boges. Before subsidy.

The CmammaN. And the import rates occasioned a loss of how
much?

Mr. Bocas. $3.54.

The CHAIRMAN. A ton.

Mr. Boaes. A payable ton.

The Crarryan. So that were it not for the subsidy, purely on the
basis of rates, our exports would be subsidizing our imports.

Mr. Boges. On this trade route, that is correct.

The CQHAIRMAN. Now, is the subsidy the same for both exports and
imports?

II\)Ir. Boces. The subsidy is not the same when you break it down
on a tonnage basis. The subsidy is a direct payment based on——

The Cramrman. Higher for exports than——

Mr. Bogas. It works out that way. On the cost breakdown it comes
to $7.27 per ton on exports, $5.56 per ton on imports.

The CramRMAN. So we are subsidizing most heavily the items which
are most heavily rated. That is, those items which suffer most from
comparative rates receive the higher subsidy. :

Mr. Bogas. That is hard to answer. - On this particular trade route
that is true. I do not know whether that is general. :

“The Cramkmaxn. Now, you uttered a very significant final sentence
in which you said that the subsidy was for the profit of the lines; is
that true? . . L

 Mr-Boccs. Well, it is to equalize thé cost 6f the American line with
the foreign line. Presumably if this was a foreign line and no sub-
sidy was paid, the foreign line would be making the same profit be-
cause it would have a cost reduction of $7.27 outbound and $5.66 in-
bound as far as labor and other charges are concerned. So these are
really cost reductions to the American line and these cost reductions
enable them to make a profit. :

The Cramuman. Now, in your computation of cost, did you include
amortization of capital? .

Mr. Boces. The final column indicates the overhead, depreciation,
and interest charges outbound which averaged $7.57 per ton outbound
and $6 per ton inbound.

The CrarMan. And how did you get your rates of amortization ?

Mr. Boges. The steamship lines supplied the data.

The Crammax. In other words, you took the steamship line figures
on amortization.

Mr. Boces. All the figures presented here were presented by the
steamship line involved to the Maritime Administration.

The CHAIRMAN. What rate of interest on investment ?

Mr. Bogags. Idonotknow,sir.

The Cramman. Does the Maritime Administration know? Mr.
Parr, what rate of——

Mr. Parr. We are not aware of the rate that was used on this chart.

The CratrMAN. But this is the figure which the—do you have any
accepted rate of return? Do you have any measuring stick in apprais-



DISCRIMINATORY . OCEAN FREIGHT RATES 617

ing rates, measuring stick of what earnings should be as a percentage
of capital invested ?

Mr. Parr. In this particular instance I do not believe there is any
profit for interest on investment in this. I think this is actually their
cost-of operation and the depreciation costs and this type of thing is
shown as the cost figure. Overhead is included. But I do not believe
a return on investment is included.

Mr. Boegs. Senator, you can calculate a return on gross revenue if
you assume that gross revenue per ton, the revenue generated per ton
1s $44.31 and the profit is $10.08. That gives you a rate of return of
approximately 23 percent. ‘

The Cuamman. On revenue, but I mean on capital.

Mr. Bogas. I donot have the figures.

The Cuamrman. Does anyone have the figures on capital ?

Mr. Barton. Can we get them for the Senator, Mr. Parr?

Mr. Parr. Yes, sir.

Mr. Barron. We will get them, Senator.

(The information referred to follows:)

The figures supplied to and presented by Mr. Boggs did not provide for any
return on capital necessarily employed in the business. Maritime Administra-
tion accounting regulations require that the total subsidized earnings of a com-
pany, regardless of the number of services provided, be considered in their
entirety. Therefore, it is not possible to furnish a breakdown of the capital
necessarily employed and the rate of return to the subsidized company from only
its trade route No. 12 operations. Analysis shows that during the 4-year period
1960-63, inclusively, that the subsidized company earned approximately a 7.83-
percent return after taxes on the capital necessarily employed in subsidized op-
erations, exclusive of mandatory deposits in special reserve funds. If the rate of
return were figured before the deduction of required deposits in the special reserve
funds (which can be used only for special purposes, including the building of
new ships, covering future operating losses, etc.), the rate of return would be
10.77 percent. These results may be changed substantially because of fluctua-
tions in future earnings and the fact that the subsidized operating results are
computed camulatively over a 10-year recapture period. This 10-year period
for United States Lines Co. began with calendar year 1960.

The CraRMAN. I think this is very important. I never heard of a
fIiubl‘ic utility commission trying to regulate rates that did not try to

nd out what the rate of return was on invested capital and

Mr. Barron. I might say, Senator, we do not regulate rates at the
Maritime Administration. )
~ The Crmamman. I understand. I am speaking over your head
to the representatives of the Maritime Commission and Administra-
tion who are behind you. And I hope I will be pardoned if I talk
through or over you to the representatives of the Maritime Adminis-
tration. Can’t we get those figures from the Maritime Adminis-
tration ? )

Mr. Barton. Yes,sir. Hesaid he would furnish them.

The CHAIRMAN. Very good. )

Mr. Boagas. Senator, if I could just summarize these tables, I
would say that they indicate that the export rate exceeds the import
rate by approximately 40 percent, and that when value is taken into
account it exceeds by even a bigger percentage. The movement of car-
goes in both directions is approximately the same. There is no move-
ment differential. And finally, after costs are accounted for, and
I might add that costs were supplied by the lines themselves, you see
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that the exporter is paying a far greater percentage of profit of the
trip than the importer.

The CralRMAN. Thank you very much.

Mr. Curtis ?

Representative Corris. Looking over this, I want to be sure I un-
derstand whether we have the comparable situation. . :

As I understand the examples that you-have been giving us, you
have been weighting the outgoing and incoming rates by breaking
them down into components and then comparing those components.

Mr. Boaas. Correct.

Representative Curris. But it is obvious that what goes out from the
United Statesis a different mixture from what comes in, right

Mr. Bogas. Yes, sir.

Representative Curtis. That is what we have to get to. Maybe I
can illustrate what bothers me by the example that you use on air-
plane parts.

Mr. Bocas. That ison page 1 of the memorandum.

Representative Curris. Yes. It costs a U.S. exporter $68 per meas-
urement ton to ship airplanes and parts to Japan, but it costs $75.75
to ship Japanese airplanes and parts to the United States. But you
do not agree that that establishes a point because you say quantity
shipments will get better rates than rarely traded commodities, which
isunderstandable. .

But here is the point :

Furthermore, as the ASTEC witness repeatedly stated, commodities which
move in large volume outbound from a country usually do not move in large
volume inbound. While the United States exports a large quantity of air-
planes and parts to Japan, it does not import the same quantity.

Now, then, this establishes the point that I am seeking. The mix-
ture of U.S. exports is going to consist of individual items like air-
planes and parts, while imports will tend to be bulk commodities.

Mr. Boces. Congressman, we faced that problem. When the steam-
ship witnesses testified they said this disparity of $44 as opposed to
$30 was meaningless because the outbound cargo is more valuable.

Representative Curris. Exactly. Now you have the point. I was
trying to follow this through and I am not sure that you do rebut
their contention. : )

Mr. Boges. On this particular trade route—again I would like to
emphasize this is not meant to be a general overall statement for all
trade routes. It just applies to this trade route which is a very large
trade route, about $2 billion worth of trade a year. The value per
payable ton on this particular route for U.S. line ships was $225.60
outbound in 1962, whereas the value inbound was $243.20. In other
words, the value inbound was $20 higher than the value outbound.

We also tried to determine whether or not there was any one dis-
torting commodity in this $225 figure which reduced the overall value
of American exports and distorted the average figure. We also tried
to find if there was any one commodity in the $243 figure which raised
that figure substantially, so you had a distortion and not a general
picture as a result of one or two commodities. We obtained a list of
the 10 leading imports and 10 leading exports by value and tons on
U.S. liners on this route, and there is no one commeodity which would
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distort those figures. The only commodity we considered would dis-
tort was coal carried outbound from the United States but U.S. liners
do not carry coal on this route. v

Representative Curtis. Yes, but I still think you cannot really come
to a mathematical determination of this because by the very nature
of an industrialized society such as ours, we tend to ship out finished
goods which are a considerably different package from the imports
that we are getting, which are bulk. You have to relate your entire
rate structure not just to a comparison of the rates of the individual
coal, steel, or airplane parts coming in and coming out. You have

-to do the very difficult thing of relating all of this to the fact that
the entire package going out over a period of time is composed of
these highly finished products and that coming in, it is of the bulk
variety. The difficulty we always experience in transportation is
trying to avoid deadheading, or not have something to take back when
you come in. I am not sure that you have treated this with the——

Mr. Boges. I wholly agree with your statement. But on this par-
ticular trade route the majority of the goods going out are not com-
pletely finished commodities. We ship a lot on this route to Korea.
Wae.ship a lot on this route to Cambodia and Manila, whereas coming
back most of the commodities come from Japan, and the Japanese
ship to us highly finished commodities, such as radios and television
and Christmas ornaments. As a result, the value per ton is higher
inbound. L .

Representative Curtis. Let me commend you for some very good
work here because even though I may resist drawing the. broad con-
clusions from it, certainly the data you present is meaningful and
very helpful. I am of the conviction at the present time that it is
incomplete. This is a lot more complex, I am afraid.

Mr. Boges. I agree with that, and the only reason for presenting
the data is for illustrative purposes, to ask questions, not as an answer.

Representative Curris. Thank you.

The CrarmanN. Thank you very much, Mr. Boggs.

Now I would like to address some questions to Mr. Barton and pos-
sibly also to the representatives of the Maritime Administration,
and the Federal Maritime Commission, if they are here.

Now, you have stated that the Maritime Administration no.longer
requires the U.S. subsidized lines to belong to steamship eonferences.
Is this still the policy of the Maritime Administration and Commerce
Department? ' :

Mr. Barrox. Yes, sir; it 1s. We think that managerial discretion
should prevail in this case. The lines can belong if they want to, and
if they do not want to belong, they should not have to. We take no
position one way or the other upon the rescinding of circular letter
3-62.

The CrARMAN. Some years ago the Antitrust Subcommittee of the
House gathered a great deal of evidence indicating that the conference
system allows many malpractices which are harmful to U.S. steamship
companies and shippers. I emphasize both. Has the Maritime Ad-
ministration or the Commerce Department made any evaluation of
this evidence? -

Mr. Barroxn. Yes, sir.  We are doing that right now, Senator, in
connection with the studies I mentioned. We are looking over that
material.
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The CrarmaN. Well, you will forgive me if I say that one of the
things-that startled some of us when we began to dig into this matter
was that the Celler investigation was already some years old, and
apparently no attention had been paid toit'by the then Maritime Com-
mission, Maritime Administration, and I could see no evidence that
much attention had been paid to it by the Department of Commerce.

I know you are busy with many matters, but I certainly hope that
you donot sleep on this issueanymore.

Mr. Barron. Senator, when we received our research money the
research program was gotten underway in the Office of the Under
Secretary. We began this project in accordance with the outline we*
submitted to Mr. Boggs. This is of the first order of business. It is
going on right now.

The CHATRMAN. When do you expect to finish ¢

Mr. Barron. That will be finished as a part of the complete study
that Dr. Nelson spoke about. : :

The CHATRMAN. In about 6 months.

Mr. Barron. We hope so; yes, sir—6 to 8 months, I believe he said.

The Crammman. Now, you have listened to Mr. Boggs and have
seen the figures which he presents. Do you have any comments on
the material in table 1, which figures are computed on the basis of
per payable ton and show higher outbound rates in 1962 amounting to
14%% percent, 1963 amounting to 40 percent? Do you have any
comments on those figures ?

.~ Mr. Barton. Yes, Senator. I would agree first with Mr. Curtis’
comments that this'study -is incomplete. 1 think the data that Mr.
Boggs has here raises some very interesting questions, most provoca-
tive, but:as I recall, he made several attempts before he got the figures
set up to suit himself. Ithinkthat— o

The Cramuman. Incomplete in the sense that it only covered one
conference ? s

Mr. Barron. The figures do not even cover one conference. Table 1
reflects the volume of movement outbound and inbound of 1 steam-
ship carrier, 1 carrier out of 83. There are 6 U.S. carriers in this con-
ference and 27 foreign carriers. Several offer liner service on trade
route 12. Hence I would say neither the volume of movement nor
the revenue can be wholly representative of trade route 12.

f- ’Il‘hg Cramrman. Will you make a study of trade route 12 more
ully ? -

Mr. Barron. Yes, sir.

The CaARMAN. Do you think this was representative of the subsi-
dized lines on trade route 12 ?

Mr. Barron. Idonotknow,sir. Icannot tell.

The Caamman. T am informed it is the only subsidized line on
route 12, and if there is only one subsidized line, if this is the line
['would say it is 100-percent coverage.

Mr. Bartown. Under the circumstances that surround the study
though, Senator, I can say it is true that table 1 indicates a relatively
balanced movement for this single steamship company, but it is pos-
sible that this balance may reflect the different elasticities of demand
for the transport of the commodities moving in one direction as
compared to the elasticities of demand for commodities moving in the
opposite direction.
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The Crammax. Youmean the traffic can n bear a higher charge in one
direction than the other, and the principal rate to be charge should:
be what the traffic will bear. . . ‘

Mr. Barron. Iam talking about elasticity.

The Cuamrman. That is another phrase, another version of the
same thing.

Mr. Bartow. It is possible that the. dlﬁ'erence in rates inbound and
outbound may reflect the necessity of establishing lower rates inbound
in order to attract cargo. The possible imbalances of movements are
very clearly shown on trade route 12.

The Crarrman. I am informed that this pa,rtlcular shlp was - full
inbound.

Mr. Barton. Substantially so. I believe he said 85 pereent gen-
erally, didn’ he, inbound, and 100 percent outbound? -

The CraTrMaN. Isn’t 8- -percent. eargo considered full'z If a hotel
is 85 percent occupied, that is regarded as relatively full occupancy.

Mr. Barron. Mr. Boo-gs mentioned another point that should ‘be

raised here. The predomlnant commodity moving on this trade route
is bituminous coal westbound from the east coast of the United States
to Japan. Movement of this commodity constitutes over 57 percent of
the total westbound tonnage for the calendar year 1962 amounting to
1,405,000 tons out of a total of 2,462,000. This means that there 1s a.
]f\rtre capacity in Japanese shlps available for a return haul to the
United States from J apan tending to impose a downward pressure on
inbound freight rates.

The CramrMaN. May I ask this: Do U.S. ships accept coal for ship-
mentsto Japan?

Mr. BarTon. Not the liners;no, sir.

The CHATRMAN. Sothat matter does not——

Mr. Barrow. I think the fact that they are in the market, t,hough
as Mr. Boggs mentioned, makesa difference——

The CHAIRMAN. In other words—

Mr. BarTon (continuing). Difference in price. -

The Cuairman. In other words, this comparison does not include
coal. But U.S. liners on this route refuse to carry coal. Moreover, I
am informed that there is more inbound cargo overall on trade route.
12 than there is outbound cargo, including the 1,405,000 tons of coal if
payable ton figures are used.

Mr. Barron. Also I think we should point out that a substanblal
portion of the movement on trade route 12, as is often the case on
U.S. essential trade routes, is U.S. Government,-lmpelled cargo, large
parts of which are available only to American-flag ships, thus restrict-
ing for this movement competition to. American- f% carriers.

he CamMAN. So it is AID cargo that makes the rates high.

Mr. Barron. AID and military—in part.

The Crarrman. Inother words, the shipping lines say that the U.S.
Government can stand the cost, is that right? -

Mr. Barton. I do not know what they say, Sena'tor, but I think
when you—

The Cramruman. I think you have made a very valuable pomt here
indicating that cargo shipped at t‘txpayers expense bears a hlghel
rate than ca,rgo shlpped at exporters expense

: AN
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Mr. Barron. Senator, I think it is a matter of economics. When
you limit competition to a few carries, especially high-cost carriers like
the American carriers, and foreign competitors cannot handle ‘the
traffic, that will induce a rise in rates. So it is true that the American-
flag carriers rely heavily on this predominantly outbound movement
for their revenues. On trade route 12 Government-impelled cargo
amounted to about, we estimate, 25 to 30 percent of the total carried
by American-flag: :

' The Cuamman. Forgive me if I add an obligato to your discus-
sion. As I listen to you, you seem to be saying in effect that shipping
lines get a double subsidy from the Government. They get a higher
rate on the cargo, the Government ships, and then they get a cash
subsidy in addition.

Mr. Barton. Senator, I was merely pointing out the economics of
the situation in which these rates were made that Mr. Boggs has
presented here.

The CaarMAN. I understand. Goahead.

Mr. Bartox. So in view of this, these matters I have raised here,
it seems to me that we are not really in a position to comment on Mr.
Boggs’ testimony until we have completed our studies and taken into
account these things and other things that may be raised. As I say,
I agree with Mr. Curtis. I think these are——

The CraRMAN. Well, suppose the final study completed in not more
than 6 to 8 months bears out this preliminary probing. What policies
do you think the Department ofp Commerce, the Maritime Adminis-
tration, and the Federal Maritime Commission should adopt if this
should happen to be. ~

Mr. BarTon. You mean upon the completion of the Federal Mari-
time—— -

The CramrmMan. Suppose the final study indicates that the results
of Mr. Boggs are substantially true overall. What policy do you
think the three agencies concerned with shipping and shipping rates
should adopt ? ’

Mr. Barrown. The matter, of course, as we develop it, will be
presented to the Federal Maritime Commission in factfinding in-
vestigation No. 6, and you can depend, Senator, on the Secretary of
Commerce to pursue sound public policy upon obtaining full disclosure
of the facts. '

The Caamrman. What would you do about the subsidized lines ?

Mr. Barton. We would take appropriate action depending on what
our findings are. v

The Cramuman. What would you regard as appropriate action if
these results turn out to be true, overall '

Mr. Barron. Senator, I cannot agree that those might turn out to
be true.

The Cramyan. Well, suppose they do. Just suppose they do.
That is a worthwhile assumption.

Mr. Barron. I donot think we should assume that if we are going to
be effective in our appearance o

The Cramman. I do not say you—I simply say if they are borne
out. .
Mr. Barron. Well, I do not know, Senator. I think some of these
economic matters, of course, might be correct. You know that the
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cargo preference laws are now on the books by act of Congress. That
might be one area in which action could be requested. I am not sure,
of course. As I say, it will depend on what we find out. I do not
think—if we are to be effective, Senator, in Federal Maritime Com-
mission Factfinding Investigation No. 6—I do not think we can be
effective if we announced any predetermined plans, any bias in what
our results might be, or how we feel about what the results should
be. I think strict objectivity will be the greatest service we can render
in the public interest on this particular subject. There are enough
proponents and opponents, and if we can be objective, we can make a
contribution. ‘ S '

Senator, this reminds me—you have referred several times to the
North-South rate controversy and the comparison between this situ-
ation and that controversy and how you sympathized with the South
in its efforts to get lower rates. I participated in the North-South
controversy for some time. Among the things that happened in
the course of that whole discussion was an attack on railroad rate
conferences. Rate conferences were alleged to be the means of keeping
the yoke of discriminatory freight rates on the necks of the people of
the South and West, but after all was said and done, domestic confer-
ences were regulated properly. I can say today they are useful citi-
zens, respected citizens in the transportation world.

The CramrMAN. Well, we are not investigating railway rates at this
moment.

Mr. Barron. But I think your analogy, though, between the two
situations, that you brought up several times in the hearings, seemed
particularly apt to me.

The Cuamman. Well, I was defending the South in a fashion that
many people with southern accents do not defend the South. I was
simply saying that I thought the South had been penalized by higher
rates going out than coming in and since I have been charged on some
occasions as being unfriendly to isouthern institutions, I thought I
should make it clear that economically I have tried to foster the devel-
opment, of the South more than the majority of southern Representa-
tives who sat by in 1946 trying to prevent any readjustment of rates,
who followed the railways and not the interests of their shippers.
But that is over and done with. I am ready to call it quits. - But if
you want to pursue that subject further, I will go into it.

Mr. Barron. Senator, my point was that the question of rate con-
ferences was raised as part of southern freight rate discrimination,
and both the discrimination and the rate conference matters have been
ironed out, and I think are functioning now in the public iterest.

The Cratrman. Well, if there has been a reduction in the punitive
rates formerly imposed on the South, and I think there has been, it
has been partially as a result of the objections raised by certain great
southerners like the former Gov. Ellis Arnall of Georgia and
also some of us from the North.

Mr. Barron. True. I think some fairminded people in the North
did object. I might say that was decided in the ICC class rate inves-
tigation and upheld by the Supreme Court in the famous case of the
State of New York v. the United States, 331 U.S. 284 (1947).

The Cratrmaw. After this passage at arms, let us get back to ship-

ping. .
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What would you do if it were discovered that outbound rates hurt
American shipping? Hurt American exporters?

Mr. Barrown. I think that is a policy question, Senator, in the ab-
stract, and these questions of rate policy are for the Federal Mari-
time Commission to decide. : '

The Caarman. What would you do with the subsidized lines?
Would you permit them to stay in the conferences and receive their
subsidies if they continued to carry out these practices harmful to
American exports? '

Mr. BarToN. Senator, I stated earlier our policy is not to use the
subsidy club to keep people either in conferences or get them out.

The Cramrman. In other words, you are neutral on this subject,
ready to stand by and allow the conferences to force the American
lines to charge higher prices on our exports than on our imports while
you preserve a benevolent and icy neutrality in the matter.

Mr. Barron. Senator, I think before you asked us if we were re--
quiring them to belong to conferences. :

The: CHATRMAN. That is right. - : :

Mr. Barron. We rescinded that, so it seems to me it is just as long
as it is broad.

The Cramrman. I congratulate you. for your improvement——

Mr. BarroN. We cannot force them to get in or stay out. - :

The Cratrman. I congratulate you on your improvement and want
to pay full tribute to you, but how is it advantageous for you to grant
subsidies to lines which stay in conferences and are bound by confer-
ence decisions imposed by foreign shippers which penalize American
exports? That is the deeper question. The American lines are in a
minority in every conference—and a small minority—and the foreign
lines impose these differential rates. The American lines, for fear of
a priee war, go along, and they still draw their subsidy.

Mr. BarToN. Senator, you can count on the Secretary of Commerce
once we have made our studies and found the facts. "The Secretary
of Commerce will take appropriate action in the public interest. I
think you, like I, have confidence that he will do that.

The CramrMan. Well

]i\/[l'(.i Barron. Until we complete our study, we cannot say what we
will- do.

The Crmamman. Middle echelon civil service. The President can
issue a mandate, the Secretary of Commerce can issue a mandate, but
the intermediate civil servants by dragging their feet, raising technical
objections, they can render nugatory any law passed by Congress, any
Executive order of the President, any mandate of the Secretary of
Commerce.

Mr. Bagrrow. Senator, I might say that is not true if you work for
Secretary Hodges. I know from experience.

The Crammax. Well, you have very unusual civil servants, then.

Mr. BarroN. We have an unusual boss. He is very competent and
very able, very public spirited. : '

The Crarman. I do not wish to make this any reflection on Secre-
tary Hodges. I am merely indulging in-some comments about the gen-
eral procedures here in Government. :

You see, this has been going on' for almost a year, 9 .months. I
sometimes have had the feeling that people who do not want to change
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present practices expect to outlast this committee and by stalling—

Mr. Barron. I am not included in that group, Senator, I might say.

The CuarMaN. No,no. Justsort of a general comment. No. You
have been very helpful. : -

Mr. Barron. Thank you, sir.

The CAIRMAN. Let the record show that twice.

I have no further questions. Congressman Curtis?

Representative Corris. Well, I just have one comment which I have
already made. I am very interested in these hearings and I am glad
they are being held. The data that we are giving out is, I think, in-
complete. I think it is quite incomplete. I am going to be very inter-
ested in seeing the studies that you come forward with. I am satisfied
that there needs to be a lot done in this area, but I am not sure in
my own judgment what.

T was a little bit disturbed, however, about an exchange that occurred
between you and the chairman when you used the word “elasticity.”
Senator Douglas said you meant what the traffic would bear, as if that
were something wrong. If there is true competition, I think what the
traffic will bear is the marketplace operating and something to be
desired, not to be thrown up as a shibboleth and in error. I am not sure
whether the chairman and I are in fundamental disagreement. I do
not think we are because I am anxious to see that we have a market-
place here and have real competition. If we do have that, then what
the traffic would bear is the marketplace function.

The Crarrman. Well, this is probably between us. May I say the
rules of market are very different if you have competition than if you
have monopoly.

Representative Curris. Exactly.

The Caatrman. What we face here is the fact that we do not have
competition between the lines but that they follow in the main rate
schedules adopted by conferences. Once in the conference, lines are
held to conference rates and, furthermore, rates are fixed, in the main,
by the foreign lines which comprise the majority. '

Representative Corris. Well, that is where the chairman and I
agree. Iam seeking here what competition there is and what we could
do to improve that process. Ihave the prejudice, but it is not yet ready
to be put in conclusion that probably something needs to be done. I
want to know more about it. There are other factors which I think
create a lot of this pattern which is the marketplace talking and speak-
ing, and we are very foolish if we do not listen to it. I think a lot of
things that have developed here are the result of sound economics.
You are always going to have a differential in dollar amounts of in-
bound rates versus outbound rates because of good, sound economics,
even if we had a completely competitive situation.

That is all I was trying to interject in this colloquy. I did not want
the Government to come in here and, through a complete process of
regulation, substitute the judgment of bureaucrats, however well inten-
tioned, for the operation of the marketplace.

The Cramrman. If I may ask one or two more questions. As I
understand it, the Federal Maritime Commission has requested eight
major outbound conferences to supply information for the evaluation
of the effects of ocean freight rates on the balance of payments, and I
understand that these conferences have refused and are currently seek-
ing a court ruling. Isthis your understanding, Mr. Barton?

20-707—64—pt. 4——3
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Mr.-BArron.' Yes, sir. - - )

The Crairman. Now, these outbound conferences have their head-
quarters in the United States; isn’t that true?

Mr. Barron. Yes, sir. :

The Crmatrman. Inbound conferences, of course, are refusing to sup-
ply information, saying that we have no right to probe their affairs.
Isn’t that true?

Mr. Barron. Yes. That is.

The CratrMaN. So both outbound and inbound are saying the Fed-
eral Maritime Commission has no right to get at the effects of ocean
freight rates on the balance of payments. ]

Now, do you believe that American subsidized lines should be
allowed to continue in conferences which refuse to cooperate in pro-
viding reasonable information to the Federal Maritime Commission ?

Mr. Barron. Senator, that raises legal questions, contractual ques-
tions as between the Maritime Administration and the subsidized lines,
and it also raises a question of policy. With your permission, I
would like to take your query back to the Department and submit
you a precise written answer.

(The Department of Commerce supplied answers to this question
as well as others which were not answered during the hearing. See
p. 639 for the questions and answers.)

The Cramyman. Would you do that within the next few days?

Mr. Barron. Yes, sir. .

The CrmamrMan. Now, I have not previously mentioned the ques-
tion of pooling which certainly diminishes competition. Over the past
2 years pooling arrangements have become quite common in the elimi-
nation of competition. It would seem to me that there is no need to
make U.S. lines competitive since the pool can and does charge rates
without the influence of competition.

Now, do you believe a subsidy should be paid to U.S. participants
in pooling arrangements? :

Mr. Barron. Senator, I mentioned this to Mr. Boggs earlier. I was
not aware that there were to be questions asked on pooling until very
late yesterday afternoon, and as you can see, these searching questions
that you are posing give a need for some homework. I would be de-
lighted to take these questions back and give you written answers, but
I think it would be unfair to you and to me both if I tried to answer
them off the cuff here today. ‘

The CrarrMAN. Now, 1Is it not true that part IT, section 18, of the
operating subsidy contract calls for certification by the Maritime
Administration before a line can join a pool?

Mr. Barron. That is true, sir.

The Cramman. What criteria does the Maritime Administration
use to determine whether such certification should be given ?

Mr. Barrow. I think that is another policy question as I mentioned,
Senator on which I can bring you a written answer.

The Caamman. How many times has the Maritime Administration
given such certification ? .

Mr. Barron. Offhand I cannot tell you.

The Caamman. Isthere anyone here whocan? Are the representa-
tives of the Maritime Administration here?

Mr. Barrox. Mr. Parr says nine pools, he believes.



DISCRIMINATORY OCEAN FREIGHT RATES 627

The CuamymaN. How many times has certification been refused ?

Mr. Bartox. I am not aware that any of them have.

The CuamyaN. May I ask the question of Mr. Parr? :

Mr. Parr. It is my understanding that many pools have been modi-
fied before they were approved.

The CEaRMAN. Have any pools been disapproved ¢

Mr. Pagrr. I do not know of any disapproved, but there were exten-
sive hearings on them before they were approved.

The CHamyAN. What about the Myer Line and North Atlantic
Conference to Europe proposed pool? Won'’t that eliminate com-
petition ?

Mr. Barron. That is before the FMC now, Senator.

The CuatrMaxn. Well, if it raises rates, how does that further the
trade expansion program? Is it true that recently a coffee pool was
approved which called for contributions by an American subsidized
line to a Brazilian line of approximately $800,000 a year.

Mr. Bagrron. I will give you a written answer on that, too, Senator.

The Cuarrman. This is a question of fact, not a question of policy.
May I ask the Maritime Administration if it Is true that a coffee pool
was approved which called for contributions by the American sub-
sidized line to a Brazilian line of approximately $800,000 per year?

Mr. Parr. There has been a pool, a Brazilian coftee pool in effect n
the past. However, whether this pool resulted ‘in the payment of
$800,000 per year, I do not know. Thereis a pool which the Federal
Maritime Commission has had hearings on recently, and I believe
decision is still pending over there for the future.

The Cramryax. Well, the pool which has been approved in the past,
did it call for any contributions by American subsidized lines to a
Brazilian line?

Mr. Pagr. It would provide for a

The CrairyMaN. I am speaking of the past pool, not the proposed

ool.

Mr. Pagr. I do not know of the results of the pooling arrangement.
1 would have to submit it for the record.

The Cmamryax. Did it call for some subsidies by American subsi-
dized lines to a Brazilian line?

Mr. Parr. No;not the payment of subsidy toa Brazilian line.

The Cratrarax. Did it call for payments of money from the Ameri-
can subsidized line to the Brazilian line?

Mr. Parr. It would call for a balancing at the end of the year based
on percentage relationships of cargo carried. I do not know the
effect.

The CrAIRMAN. You do not know the effect.

Mr. Parr. I do not know the results of the payments, as to who
paid who and the amounts right at the present time. I would be glad
to supply it for the record. »

The CriarrMan. Does anybody here know? Admiral Harllee, do
youknow? .

Admiral Hagriiee. Mr. Chairman, there has been a pool in effect
which did call for redistribution of revenues at the end of the pool-
ing period, and T believe this did result in some distribution to the
Brazilian lines. As a result of this we are considering very carvefully
the pool. The initial decision has been made by the examiner, but
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the Commission still has to consider exceptions and replies to
exceptions. '

The Cuammman. This is the future pool. -

Admiral Hariree. The future pool. I do not know the exact
amount of the past pool, but almost all pools call for distribution of
relavenues at the end of the pool in accordance with the prearranged
plan.

The Cramrman. Well, this may be one reason why the American
lines consent, to higher rates being imposed on exports than on imports.

Admiral Haruiee. The Brazilian pool is inbound. The coffee pool
is inbound.

The Crarman. I understand, but you move from a Brazilian pool
into pools in general.

Aémiral HarLree. Well, pool, in general, Mr. Chairman, could
result in the distribution of money to American lines as well as to
foreign lines. This is what has to be estimated and what has to be
the subject of proceedings and hearings to make a determination
whether——

The Cnamruman. Now, are the conferences and the lines willing to
submit evidence to you bearing on the amounts distributed and the
interstatistics of their pooling arrangements?

Admiral Haruiee. Oh, yes; no question about that. And it is in-
cumbent upon the Federal Maritime Commission to review the oper-
ations of these pools and insure that they are not approved in the
future if the past record indicates that they militate against the
public interest.

The Cuatrman. Well, isn’t the purpose of the pool to eliminate
competition ?

Admiral Hariree. Well, the carriers and the conferences claim
that the purpose of pools—and I think this is recognized to some
extent in the Celler report—is to eliminate some unfair competition
or malpractices which are hard to get at in some cases when they
occur abroad. The American lines feel that they will have a better
opportunity to provide good service and avoid malpractices if there
is a pool in effect. This, of course, has to be balanced against the
fact that there is not competition, not only with regard to rates but
with regard to services. The conferences themselves eliminate the
competition about rates except for illegal Tebates that we do not know
about in some cases. But what the pool does is eliminate competition
with regard to the types of service, how the service is rendered, and
this is the part of it that I think may militate against the interests
of the shipper, exporter, and the Fublic interest. That is what we
have to balance against the matter of malpractices.

The Cuamman. It also diminishes any tendency on the part of
member lines to break away from the pool and secede.

Admiral Haruiee. Yes, it does.

The CHalRMAN. Break away from the conference and secede be-
cause they share the monopoly gains.

Thank you very much. )

Well, we will submit some further questions on pools for the record
which you can answer, and 1 hope we can get this completed within
a week or so.

Senator Pell?
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Senator PeLL. I apologizé for not being here earlier, Mr. Chair-
man. I wasat another meeting.

I regret not being here for your testimony, Mr. Barton, but I was
able to read it, and there is just one question that came to my mind.
You said in your statement, as I recall reading it, that as a result
of the hearings of our committee of last July, we started an investiga-
tion as to the effects of steamship conference organization procedure,
rules, regulations, and practices, upon the foreign commerce of the
United States. I waswondering when that study—this may have been
covered already—when that study was actually started and when
it would be completed.

Mr. Barton. Senator Pell, the Federal Maritime Commission Fact-
finding Investigation No. 6 was requested by the Secretary of Com-
merce but initiated by the Federal Maritime Commission, Dr. Nelson
stated earlier he hopes the study will be completed within 6 to 8
months.

Senator PrrLr. And this is the responsibility, then, of Dr. Nelson.

Mr. BarroN. He is our research man.

Senator Perr. The study isin progress, and it will take 6 to 8 months
to complete this study, in your view ?

Mr. BarTon. Yes, sir.

Senator PrLL. How long have they been going ?

Mr. Barron. Well, our research program is fairly new in Com-
merce as we have it today. We got money this year in December, and
we have these three studies underway that we mentioned here. We
have been working on them, Bob, how long, now?

Dr. NeLson. Well, we have gone through a rather extensive process
of developing the research in a most productive form. We have now
decided on a research organization, just this week, to carry on one
segment of these studies; namely, a study of costs of operation of
U.S.flag carriers, foreign-flag carriers, and port costs, balances of
movement, and matters of that kind. This study will get underway
immediately.

Another part of the study has been going on now for about a month
and a half. That one is the inquiry into conference practices and
procedures. :

The third part of the study is one in which our office is joining with
the Assistant Secretary for Economic Affairs in the Department of
Commerce. We are making headway in establishing'a research de-
sign. That study will attempt to evaluate the effect of freight rates
on exports and imports to the United States. We are very hopeful
that we will get a research organization working on that particular
study within the next several weeks. .

Mr. Barton. Senator, pardon me, sir.  We gave an outline of this
material to Mr. Boggs. Hehasit. Itisavailable.

Senator PerLL. The decision, though—the need for the study was
established last July and yet the decision to make the study was made
Jast week. That is a lag of about 8 or 9 months. What was the reason
for the delay ¢

Dr. Nerson. The decision to make the study was not made last
week. The decision to award—the decision as to a research organiza-
tion to whom we should award a contract was made at the beginning
of this week. We have not yet announced the name of that research
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firm, and the research firm has not at this moment accepted the con-
tract.

Senator Perr. But, Mr. Barton, why would it take 8 months to get
to the point of awarding the contract ?

Mr. BarTon. Senator, our money on research was given to us in
December, as I recall ; so 1t has not been quite that long.

Dr. NevsoN. The problem was brought to the Research Office some-
time in December. I myself was appointed to my present position as
of January 6. From late in June of last year until January 6 I was a
consultant on research to the Office of the Under Secretary for Trans-
portation.

Senator Perr. As Mr. Barton suggests, the money was appropriated
in December. I am well aware of it, as my very own colleague, John
Pastore, played a very strong role in reversing the original decision
on the money.

Mr. BarroN. You had something to do with that, too, Senator, I am
aware.

Senator Perr. Thank you. But I am struck at the time that has
passed in this matter, and I also find myself a little hesitant—I defer
to my chairman here—as to why it will take 8 months to achieve the
results of this study. You see no way of speeding it up and coming
up with earlier results?

Mr. Barton. Senator, these things are long embedded in the econ-
omy. It takes time to study them. It takes time to learn the prac-
tices. Just to get the information together on what actually happens
in a conference is quite a chore. That is something that needs to be
done and cannot be done quickly.

The Cramman. How can you get the information about the prac-
tices of the conferences when the conferences refuse to give you the
i!lfogmation and refuse to give the Maritime Commission the informa-
tion ¢ ‘

Mr. Barton. The conferences have been very cooperative with us.

The Cramyan. I thought they had refused to give to the Maritime
Commission statistical information which the Maritime Commission
requested.

Mr. Barton. That is a formal proceeding. We took a page out of
the Antitrust Division of the Justice Department.

The Cuamman. They give only what they want to give and refuse
to give the full material to the Maritime Commission.

Mr. Barron. Senator, they are giving us cooperation, and as some
of my colleagues at Justice would say, they are very well pleased.
This 1s a method we can use because voluntary cooperation, as in other
areas, 1s often much more satisfactory than trying to force the issue.

Senator Prurn. The question that remains in my mind, though, is
whether these studies will provide some basis for decision to remedy
the present apparent imbalance in this area of ocean freight rates.
Is this mainly a research program or is it also going to be a decision-
recommending group as well ?

Mr. Barron. Senator, we will make these studies—we hope and
expect that this will be new material on which decisions may be made,
and this material will be presented to the Federal Maritime Commis-
sion for their action.

Senator Perr. The responsibility, then, rests with the Maritime
Commissioner, Admiral Harllee.
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Mr. Barrox. It is their investigation; yes, sir.

Senator Prrr. All right. Forgive me, but I have followed some of
the study programs, and I just am always concerned that one does not
go over old ground, and that when the study is completed, it is in a
form where the executive branch of the Government, which 1s you, can
make a elear-cut decision between various alternatives.

Thank you.

Mzr. Barron. Thank you, sir.

Mr. Chairman, I might say, for the record, that on trade route 12,
the American President Lines and American Export Line also operate.
That makes more than one.

The Crairmax. They have round-the-world service, though, don’t
they ! their operations to the Far East are not exclusively on trade
route 12¢

Mr. Barron. Yes, but their operations include trade route 12.

Senator Perr. I would like to add that I have heard nothing but
the most complimentary remarks about the job your new Maritime
Commissioner is starting and the general approach you have on this
problem.

Mr. BarTtox. Thank you, sir. :

The CrarMAN. Now, when you make your study, I hope you will
consider the material which Mr. Boggs presented and the comparative
cost and revenue figures per payable ton, and as a percentage of value.
Will that be done? -

Dr. NELson. Yes, sir. We expect to explore in great detail the
economic characteristics of steamship operations.

The CramMaN. Including this material?

Dr. NeLsox. Yes, sir. This will go beyond the American-flag car-
riers to foreign flag, and to foreign port costs.

The Caarman. Well, how can you get their figures? A

Dr. Netson. We are very hopeful that the contractor we have
chosen will have them available to him.

The CrarMaN. You mean to say they will furnish material to a
private investigator that they refuse to furnish to an agent of the
U.S. Government ?

Dr. NeLsow. It isentirely possible, sir.

The Cuamman. It seems incredible.

Senator Perr. But possible.

The Cuamman. It seems incredible. And questionable.

Now, that raises another point. We have a communication from
the Committee of European Shipowners, some 10 pages in length,
sent to us ostensibly from London dated the 18th of March of this
year entitled “Further Comments on Allegations of Foreign-Flag
Discrimination and Domination in U.S. Export Trade.” We are very
glad to make this part of the record.

(The document referred to follows:)

COMMITTEE OF EUROPEAN SHIPOWNERS

FURTHER COMMENTS ON ALLEGATIONS OF FOREIGN-FLAG DISCRIMINATION AND
DOMINATION IN TU.S. EXPORT TRADES

1. In its earlier statement, refuting the allegations of foreign-flag discrimina-
tion and domination in the U.S. trades (hearings before the Joint Economic
Committee, Oct. 9-10, 1963, pt. 2, p. 238), the Commitiee of Buropean Ship-
owners (CES) set out to explain in general terms some of the factors which
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contributed to the differences in export and import rates in trades with the
United States and the differences in export rates from the United States and
from other countries to similar destinations.

2. No attempt was made to explain or to justify apparent discrepancies in in-
dividual rates, which as the American Steamship Traffic Executive Committee
(ASTEC) subsequently pointed out, are far more apparent than real. 1t con-
fined itself to broad considerations which affect the levels of rates in U.S. trades
just as they do in any other trade.

8. The American Steamship Traffic Executive Committee have since testi-
fied before the Joint Ecoomic Committee. Both their oral and written testimony
completely refute the charges that there is discrimination against American
exports, in favor of foreign imports to the United States and that there is for-
eign domination of the conferences in the U.S. trades. In the face of this testi-
mony it is difficult to understand how these charges can be persisted in.

4. The Committee of European Shipowners believes that a number of the
conclusions or assumptions contained in the Joint Economic Committee memo-
randum and on which these charges appear to be based can be clearly shown to
be in error. These are as follows:

(i) That many outward rates are considerably higher than inward rates
on similar commodities ;

(ii) That outward rate reductions will serve to stimulate exports;

(iii) That outward rates should not be higher than inward rates in the
same trade; ‘

(iv) That conference lines can achieve outward-inward rate equality in
part by increasing inward rates, since the laws of supply and demand do not
apply ;

(v) That outward freight rates should be the same per ton-mile for U.S.
exports as for European and Japanese exports to other countries;

(vi) That foreign line domination of U.S. conferences is responsible for
the higher outward than inward rates.

5. (i) The Joint Economic Committee staff memorandum considers that many
outward rates are considerably higher than inward rates on similar commodities,
and states in part:

“* * * differentials exist between the outbound and inbound freight rates
charged by carriers traveling to and from the United States on the same trade
.routes and carrying essentially identical products. It appears to cost 25 to 50
percent more to ship many American-made products to Europe or Japan than it
does to ship similar European or Japanese products to this country” (p. 1,
par.7).

6. ASTEC has shown that, on the major export commodities moving from the
United States to a variety of destinations, the freight rate on those goods is,
in 300 cases out of 395, lower than the rate on the import of such commodities
‘to the United States. This does not, however, lead to the conclusion that the
general level of rates from the United States is lower than the general level of
rates to the United States in all trades, nor does it mean that all outward rates
are as low as all inward rates, although this is usually the case on similar items
in the rather rare instances that they move simultaneously to and from the
United States. The basic consideration put forward by the CES in its earlier
statement remains valid. Where there is a marked imbalance in trade between
major areas, this will be reflected in the general level of inward and outward
rates.

7. The ocean tariffs in U.S. trades contain literally hundreds in the thousands
of rated items representing articles which do not move. Over the years, re-
quests for rate quotations are made by shippers resulting often in new tariff en-
tries. If the article develops a regular movement of some importance, the rate
will usually be lowered by the conference in order to secure the continued sup-
port of the shipper. If, on the other hand, the trade fails to develop the original
rate probably remains in the tariff. As a result of this, as well as of other fac-
tors, an accumulation of higher than average rate items exists in ocean tariffs
on articles that simply do not move, and only an experienced traffic executive
can differentiate between the active and the inactive items, explaining in part
the erroneous assumptions of the Joint Economic Committee staff memorandum.

8. The ASTEC testimony also effectively laid at rest many of the incorrect
conclusions that numerous specified outward ocean rates were higher than in-
ward rates on similar items. While many outward rates appear higher than in-
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ward rates on apparently similar items, ASTEC demonstrated that this was
rarely the actual case, for one or more of the following reasons:

(a) The outward tariff description, although similar to the inward tariff
description, actually involved quite dissimilar cargoes (automobile tires
versus bicycle tires, in size, weight and value) ;

(b) Outward tariff measurements and weights have not been equalized
with inward metric weights or measurements for proper comparison.

{(¢) Weight rates in one direction and measurement rates in the opposite
direction have not been recalculated for proper comparison;

(d) Failure to recognize that many seemingly high outward rates were
actually “paper” rates on articles not moving for other than rate-level rea-
sons.

9. The difference between the general level of inward and outward rates,
where such a difference exists, ranges between 16 cents and about $3 per ton
in the ASTEC testimony. The CES must conclude, therefore, that, where dif-
ferences do occur on “many” rates of ‘“essentially identical products” as men-
tioned in the Joint Economic Committee staff memorandum, they cannot be as
large as the 25 to 50 percent differences mentioned by Joint Economic Commit-
tee, unless they represent largely “paper’” rates.

10. Parenthetically the CES have noted suggestions from various quarters
that, if there are “paper rates,”’ there should be no objection to changing them.
The suggestions are without substance. To the extent they are paper rates,
there is no effect upon the commerce of any country or upon balance-of-payment
problems and the alleged disparities are an illusion. :

11. (ii) The Joint Economic Committee staff memorandum considers that out-
ward rate reductions will serve to stimulate exports, and states in part: s

“QOcean freight rates are a significant competitive factor in international
trade. In 1961, ocean transportation costs accounted for 12 percent of the value
of U.S. exports, and 10 percent of the value of U.S. imports. These costs are
more significant in many cases than governmental trade barriers. For example,
U.S. tariffs averaged 7 percent of the value of imports in 1961 compared with
the 10-percent freight costs” (p. 1, par. 1.)

12. The apparent purpose of the Joint Economic Committee hearings has been
to ascertain whether a reduction in outward freight rates would stimulate U.S.
exports and improve the U.S. balance of payments. The CES believes that an
analysis of the above figures must lead inevitably to the conclusion that, gener-
ally speaking, a reduction in freight rates cannot stimulate exports, although
the Joint Economic Committee figures are apparently intended to support the
opposite view. If the ocean freight rate represents 12 percent of the U.S. export
value, a 10-percent reduction in the freight rate would equal only 1.2 percent of
the export value, far too little to stimulate exports. This is entirely aside from
the question of whether or not a 10-percent freight rate reduction is warranted.
The shipping industry believes that increasing operating costs generally justify
increases rather than decreases.

13. No explanation is given in the staff memorandum of what the term “ocean
transportation costs” include, but the following example does put in clearer
perspectlve the part that “ocean carriage” plays in the total transport costs in-
volved in exporting goods from the United States. In 1961 a detailed study
made by the management of the Porto di Venezia into the cost attributable to
ocean carriage, compared with the total cost of transportation of various com-
modities gave the following as an example of their investigations:

“SS Warrior, 6,000 gross tons, cargo: 5,100 tons, general cargo consisting of
200,000 packages. From various inland places in the United States of Amer-
ica to Western Germany. Loading port: New York. Port of discharge : Bremer-
haven. Total man-hours: 37,000 at an average of 7.3 hours per ton. Average
cost of transportation $47 per ton. Breakdown of cost during the various phases
of transport:

Percent
1. From U.S. inland place to New York___._ 37.8°
2. Handling and intermittent storage at New York 6.6
3. Cost of loading 17.3
4, Ocean freight —- _ 11. 4
5. Cost ‘of discharge at Bremerhaven 7.6
6. Handling at Bremerhaven and transshipment into rail cars._..._. e 5.5
7. From Bremerhaven to German inland place ——- 14.3
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14. The Joint Economi¢ Committee’s investigation and allegations were sparked
off by what appeared to be disparities in inward and outward steel rates. In
this connection it is of the highest significance that U.S. steel exporters
into the FMC Docket 1114 hearings on this very point (in New York, Jan. 14—
22) had no complaint whatever in regard to export ocean freight rates—one of
them confirming categorically that, even if U.S. steel were to be carried free,
it still could not compete in the European and/or Japanese markets.

15. The relative part which “ocean freight” plays in export costs has been
demonstrated. Normally it represents only a small part of the sale price of
most exports. Where, however, the rate level can affect the volume of exports
the exporter or his forwarder normally can be counted on to bring it to the
attention of the lines who, in their own desire to increase carryings, will usually
cooperate with the exporters. It is doubtful that any government body would
react quicker or be better informed than the American and foreign merchants
specializing in the export of a particular commodity, in calculating their costs.

16. There are vital differences between domestic transportation where only
certificated or licensed carriers operate and international shipping where certi-
fication, licensing, or rate regulation by government agencies of any country
would be contrary to historic principles of international law and comity and,
in any event, be impracticable. The CES would also suggest that any program
of goverment-enforced rate reductions below the normal market rate levels
would be self-defeating, unless compensating subsidies were involved. The
normal protection of shipowners against continued less than market or un-
remunerative rates would be to reduce ports of call, reduce frequency of sailings,
and to switch- vessels into other trades where higher market rates prevail,
which would be to the ultimate disadvantage of the exporters who require regu-
lar and frequent sailings from and to a large number of ports. The intense
competition between tramps, independent lines, and the conference lines nor-
mally results in lower and more flexible freight rates for exporters than can be
obtained through subsidizing carriers or through attempted rate regulation.

17. Finally, the CES has noted the testimony submitted to your committee by
the American Shipowners’ Traffic Executive Committee which shows that the
U.S.-shipping industry earnings-and-profit margins were among the lowest of
50 industries examined. The same is true for the European shipping companies
who are even less able to bear the expense of rate reductions. The lines, just
as any other industry, are entitled to work for a return on capital invested. To
deny them this by advocating unwarranted rate reductions is to require them
to subsidize the goods they carry, whether they be exports or imports. The CES
submit that, on the facts, a reduction of outward ocean freight rates is not war-
ranted as a stimulant to U.S. exports and that, in any event, such reductions
could not be financed by the shipping industry.

18. (iii) The Joint Economic Committee staff memorandum considers that
ontward rates should not be higher than inward rates in the same trade, and
states in part:

“The European shipowners may have painted an accurate description of the
differentials but it is an unsatisfactory justification. First, even though it is
generally true that more ships are needed to carry our outbound cargo than
our inhound cargo, this is not true on many individual trade services. Second,
in the case of trade between Japan and West Germany, the freight rates on a
select number of products appear to be almost identical, yet the movement is
very unbalanced. Germany exports twice as much to Japan as Japan exports to
Germany” (p. 3, par. 2).

19. The above two assumptions are unfortunately based on a rather serious
misunderstanding of the faets.

20. TFirst, it is inescapable that a surplus of ships over cargoes in Europe and
in the Far East—causing a steady movement of empty or partly empty ships
toward the United States from both areas—places varying decrees of downward
pressure on inward freight rates. U.S. Government statistics show an excess
outward over inward dry-cargo tonnage in the U.S. trade with the northern area
of the Far East including Japan of 16.864,000 tons, and in the Hamburg/Bayonne
trade of 16,377,009 tons for 1962. This area imbalance far outweighs the exist-
ence of a balance or imbalance in tonnage of individunal services. The mere
fact that the flow of cargoes between several ports in Japan and California may
be relatively even in each direction is quite beside the point. since this dnes not
eliminate the surplus of empty ships in the Far East area or diminish the
depressing effect on inward rates by this overall surplus of empty ships hidding
for inwar4 cargoes, regardless of the particular loading port and regardless of
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the cargo volume to or from the particular ports of the major areas. Japanese
and Californian ports are only segments of the full itineraries of the average
liner service between the larger United States and northern Far East areas.

21. Second, the conclusion reached on the basis of the cargo-movement between
Japan and Germany similarly ignores the’ fact that the liner-cargo volume in
the trade is determined not merely by the cargo loadings in Japan or in Ger-
many, but instead is determined by the total loadings of the vessels on their
inward voyages and on their outward voyages between all ports in this trade.
A typical itinerary in this trade involves calls at Hamburg, Bremen, Antwerp,
Rotterdam, Southampton, Genoa, Port Said, Penang, Port Swettenham, Singa-
pore, Manila, Hong Kong, Pusan, Kobe, Negoya, Yokohama, Shimizu, with Indian
ports sometimes added on the homeward voyage. The cargoes loaded at these
ports for final destination in Europe or the Far East, plus the intransit cargoes,
contribute to the total movement in each direction, with the result that the
conclusion based upon the movement between Japan only and Germany only is
unsound. However, even had the inward versus the outward liner-cargo volume
in the European-Far East trade as a whole been properly evaluated, any rate-level
conclusions based on this factor would have been unrealistic, to the extent
that it also ignored the nonliner cargo movements which are infinitely larger
than the liner movement. The overriding determination of inward rate levels
is the effect of independent owners of empty vessels seeking inward cargoes
at distress rates which, in turn, is determined at least as much by the relative
volume of inward and outward tramp vessels and bulk cargoes as by the liner
vessels and liner-cargo volume. That a surplus of empty vessels and a shortage
of cargoes exists in the inward trades to the United States from the Far East
and Europe is public knowledge.

22, (iv) The Joint Economic Committee staff memorandum considers that
conference lines can achieve outward-inward rate equality in part by increas-
ing inward rates, since the laws of supply and demand do not apply, and states
in part:

“x * % The rates are not set by supply and demand but by the steamship
conferences. Because of this the lines can distribute costs to both the outhbound
and inbound legs and charge rates outbound and inbound which cover these dis-
tributed costs” (p. 3, par. 2).

“* * * Jf the operators would raise their inbound rates to a level which would
cover the inbound operating costs, and thereby increase their revenue, they
could then reduce their outbound rates so that they would continue to receive
the same revenue that they are currently receiving” (p. 5, par. 7).

23. These statements suggest that revenue losses created by outward-rate reduc-
tions can be paid for by inward-rate increases by the conference lines. In arriving
at this conclusion, it appears to have been assumed that :

(a) An increase in inward rates will not drive away cargo to competitors;
and
(b) The lines have not already increased inward rates as much as practical.

24. Underlying these assumptions is the completely unrealistic proposition that
conferences are not subject to competition; thus that the forces of supply and
demand are not present in international shipping and therefore that conferences
have the power to fix and to settle rates at arbitrary levels. There is no regulated
floor level preventing less-than-remunerative rates from being charged and, most
jmportant, there is an immense fleet of unregulated independent vessels, served
by a network of agencies and brokers in every major port, which move in and out
of the trades at will, ever searching and bidding against each other for the best
available cargoes.

In the Bayonne-Hamburg range trade with the United States, less than one ship
in five is a conference vessel, and in the Far East northern area including Japan,
less than one in three ships is a conference carrier. It is guite unrealistic to
assume that the conference carriers can establish rate levels entirely independent
of the rates offered by a majority of the ships in the trade.

26. As an example of the continuous rate-cutting competition by nonconference
operators, there are more than four independent liner sailings per week from the
Antwerp-Hamburg range to the Boston-Hampton Roads range undercutting the
conference rates. In addition to these regular sailings, there are additional hit-
and-run operators, who must work their vessels back to the United States empty
or in ballast, except for the cargoes they can attract by offering discount rates
through the network of brokers and agents representing independent operators
in all major ports. The conference lines are continuously faced with the necessity
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of quoting competitive rates or risk losing the cargo. It is quite erroneous,
therefore, to assume that the inward rates are not subject to the laws of supply
and demand and that inward rates can be raised above the going level merely
to compensate for rate reductions in the opposite direction.

27. In passing, it is again stressed that there are vital differences between the
open competition between international carriers on the high seas and the pro-
tected and limited competition between domestic carriers in the United States.
In international shipping there is no protective legislation reducing the com-
Qetition between operators, nor are there licensing regulations to prevent new
lines and new competition from springing up overnight on any trade route where
rates appear inviting,

28. Due to nonconference competition, an inward rate increase by the confer-
ence lines, as suggested, would result in revenue reductions rather than in reve-
nue gains, since it would encourage their inward shippers to switch their inward
cargoes to competing cutrate ships. Where possible the conferences have raised
inward rates, but it is wholly impracticable to suggest that further increases can
be arbitrarily made and that the many factors which determine the level at
which a rate can be maintained should be ignored.

29. Even assuming that it was practicable to draw up tariffs on a basis of
inward and outward equality, it would be wholly impracticable to maintain
this equality. Individual rates are subject to continuous negotiation with
shippers at both ends of a voyage. Changing conditions, such as operating
and loading costs, transit time at ports on route, inland charges, changes in
the volume of the goods shipped and countless other factors affect rates and
must constantly be taken into account. To ignore the needs of individual
shippers and arbitrarily equate inward and outward rates would, in the view
of the CES, stifle trade and not expand it. The present rate structures are the
result of negotiations and competition, which must surely remain the basis of
any pricing system in a free enterprise society.

30. That this concept of two-way rate equality has been allowed to con-
tinue as an issue before the shipping industry is of deep concern and surprise
to the maritime nations of the world. Two-way rate equality does not exist
on any of the world’'s trade routes nor does a uniform charge per-ton-mile, in
terms of general rate levels of the conference or nonconference operators.
Independent American-flag lines do not attempt to charge equal two-way rates.
nor do the U.S. carriers in the ICC-regulated intercoastal trade where foreign
ships are prohibited. Furthermore, if two-way rate equality and uniform
charges per-ton-mile are contemplated as a basis for Government regulation of
international shipping, it must be realized that such a system would inevitably
break down unless it encompassed every ship of every nation engaged in world
trade. To be successful, it would have to force all ships to charge higher-than-
normal market rates on the inward voyages where cargoes are scarce. Since
there would seem to be no prospect of such a regulatory system gaining the
required international support, a higher-than-normal rate level could not be
maintained in the face of unregulated ships taking the cargoes at lower rates.

31. (v) The Joint Economic Committee staff memorandum considers that out-
ward freight rates should be the same per-ton-mile for U.S. exports as for
European and Japanese exports to other countries, and states in part:

“It appears that neither the outbound or inbound rate differentials have been
justified, nor have the differentials to third-market areas been justified. It is
expected that representatives of the U.S.-flag lines will explain these differen-
tials and propose solutions to them” (p. 6, par. 6).

32. This statement appears to assume that freights in international trade
are based on a ton-per-mile basis and, by comparing export rates from the
Thited States with such rates from other countries on this basis, it comes to
the conclusion that there is discrimination against American exports. What
this assumption totally ignores is that distance is only one of many factors
that must be taken into account in negotiating freight rates for individual
commodities.

33. In order to avoid unattractive commitments, a shipowner must calculate
his expenses and revenues on a round-trip basis. To illustrate, it would be
highly impractical for a shipowner to charge say $17 per ton to destination A.
5,000 miles away where no return cargoes are available, when $17 per ton is
available to destination B, also 5,000 miles away where return cargoes are
available at say $10 per ton. The shipowner must obviously charge more to A
than to B in order to show the same round-voyage result, and therefore a
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uniform outward charge per-ton-mile to all outward destinations from any
major trade area, such as Europe, the Far East, or the United States is com-
pletely impractical. For this reason alone, and there are others, there is also
bound to be a difference between say European and United States outward
freight rates to a common destination in terms of ton-miles. Once again, this
is a traditional and natural consequence of the supply and demand of ships
and cargoes, and is certainly not caused by a conspiracy of a group of lines,
foreign or American. ’

34. (vi) The Joint Economic ‘Committee staff memorandum considers that
foreign-line domination of U.S. conferences is responsible for the higher-outward-
than-inward rates, and states in part:

“Besides the allegation that U.S. freight rates are too high, testimony received
by the Joint Economic Committee indicated that these rates are too high because
the conferences which establish them are dominated by foreign-flag lines. It is
certainly true that, in the major conferences dominating American trade, U.S.-
flag lines are vastly outnumbered” (p. 6, par. 6).

35. Although the American Steamship Traffic Executives Committee has since
firmly denied such domination, the charge apparently still persists that rate
discrimination against American exports is made possible by foreign domination
of conferences to achieve higher outward rates in both direct and indirect trades.

36. An example is given of the East Coast South American Conference which
covers cargo moving from U.S. Atlantic and gulf ports to Brazil, Uruguay, and
the Argentines. It is pointed out that, of the 14 members, 7 have competitive
services between Europe and these same South American ports, and hence have
a definite and demonstrable stake in cargo movement from Europe to South
America. It is implied—again on the basis of a ton-per-mile calculation—that
this position is used to discriminate against American exports. The fallacy
inherent in ton-per-mile calculations has already been commented on herein.

37. It is, of course, clear that these owners have a stake in cargo movement
from Europe to South America, but doesn’t their participation in the trade from
the United States to South America equally indicate a stake in that trade?

38. Perhaps the following example will illustrate the point more clearly:
Membership of the Far East Conference—covering the trade from the U.S:.
Atlantic to the Far East—consists of 19 lines, 13 of which are non-American and
4 of which maintain a service in the allegedly competitive trade between Europe
and the Far East. One of these four, for example, has invested $90 million to
maintain a liner fleet in the United States-Far East trade. Could it be seriously
suggested that such a line would deliberately concert with others to price itself out
of business? o

39. The question has been raised as to whether inward freight rates——on steel
from Europe, for example—are rigged below the outward freight rates from the
United States through the domination of the freight conferences by non-U.S.-flag
lines. That such a question has been publicly expressed by responsible Govern-
ment officials is indeed surprising to all familiar with the basic structure of
international trade. Any such hypothesis runs into violent collision with several
inescapable facts which necessitate quite contrary conclusions.

40. For example, the promotion of lower steel rates from Belgium to the United
States by a so-called conspiracy of foreign-flag lines presupposes that privately
owned shipping companies of Norway, Holland, and Germany would dip into
their private resources and elect to subsidize Belgian steel exports by offering ab-
normally low freight rates. The fact of the matter is that the low westbound
steel rates from Belgium are the result of a continuing surplus of empty ships
bidding against each other for westbound cargoes, resulting in unremunerative
westbound freight rates on all commodities subject to independent tramp competi-
tion.

41. While the term “foreign domination of shipping conferences” is super-
ficially impressive, it quickly loses its impact when one realizes that the trade
of almost any single country, served by ships of many flags, will always neces-
sarily find its own flag in the minority. The obvious fact that each individual
shipowner conference, nonconference or tramp, competes strenuously against the
others, regardless of flag, is ample reason alone why it is against the best in-
terest of foreign conference lines to attempt to combine as a group to promote
the business of foreign shippers and American importers over that of American
shippers and foreign importers. The unceasing competition for cargoes between
the many relatively lower cost foreign-flag ship operators is a primary factor in
lowering freights from the United States, rather than raising them. Independ-
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ent U.S. operators do not charge equal outward and inward rates to any greater
degree than do the conferences, and surely it cannot be held that nonconference
American operators are.dictated to.by the foreign conference lines.

42. As has been earlier stated, the wide and sweeping allegations made in the
Joint Economiec Committee. staff memorandum are based on selected examples
and comparisons which simply do not stand up to analysis. The ASTEC has
provided detailed and documented refutation of these allegations and the
Committee of European Shipowners would commend the testimony of.that body
to all who have a genuine interest in the well-being of not only U.S. shipping
and trade but the similar interests of her trading partners.

T.oNDON, March 18, 1964. )

The Cuamrman. T think it is extraordinary that this Committee of
Furopean Shipowners will present their case to us, and we are glad to
have them do 1t, yet refuse to make their figures available to the Mari-
time Commission, and I furthermore think that it is somewhat lament-
able from the standpoint of international comity that their respective
governments seem to back them up on this. This is really a very grave
matter. If there is anything wrong with figures which we have pro-
duced or the methods which we have employed, let them answer this,
but let them produce the evidence in full court instead of hiding behind
a statement that we have no jurisdiction. _ Ny

I suppose there are representatives of the European shipowners
here. Let me say I mean that, and I do not think it is endangering
international friendship at all. International friendship should not
be used as a means of covering up facts or discriminating against the
exports and shipping of a friendly nation. »

Senator PerLn. Mr. Chairman, to interpolate for a moment, would
you not agree that, in our so-called free enterprise and capitalistic sys-
tem, our State Department is usually more reluctant to assist our in-
dustry and industrial enterprises than are the foreign ministries of the
so-called much more socialistic or liberal leftwing regimes in Europe ?

The Crammax. I think that is a very interesting comment. I could
go into the psychology but—it is true that the European governments
are supporting the lines. That is true. Although I do not think that
the British Government at the moment can be accused of being
socialistic.

Any other questions? Well, I have a sneaking feeling in the back
of my head that there are certain groups that want to prolong the
study of this matter, spin it out, delay putting evidence in or refuse
to put evidence in, in the knowledge that at the conclusion of this year
the committee will pass under a new chairman who may not be as
interested in this matter as I will be, though undoubtedly a man of
high probity. They possibly may have the hope that a new national
administration will come into being which will be less anxious to pur-
sue this matter.

Let me say so long as I am chairman, I do not intend to sleep on this
matter. And I intend to proceed not with deliberate speed but with
speed period.

Senator Perr. In fact, our function up here is somewhat as a goad.

The Cramman. Yes. Very necessary. Mr. Nelson, I notice you
wanted to say something.

Dr. Nevson. I want to assure you, sir, that our research section will
not engage in any kind of a filibuster. 'We will, to the utmost of our
capabilities, endeavor to bring forth the facts with respect to these
matters. .
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The Cratrman. Would you be willing to make a monthly report of
progress to us? T

Dr. Nerson. Yes, sir. .

The CuarMaN. That is fine. Thank you. Thank you very much,
gentlemen.

Our next session will be on the 26th of March, tomorrow. We will
be very happy to have Adm. John Harllee, Chairman of the Federal
Martime Commission, as the witness.

Thank you, gentlemen.

(The following letter was received from Clarence D. Martin, Jr.,
Under Secretary of Commerce for Transportation, on April 28, 1964.
It provides answers to questions raised during the course of Mr. Bar-
ton’s testimony which he felt were policy questions and as such should
be answered In writing after consultation with Under Secretary
Martin.)

THE UNDER SECRETARY OF COMMERCE FOR TRANSPORTATION,
Washington, D.C., April 28, 1964.
Hon. Paur H. DouGLas,
Chairman, Joint Economic Commitice,
U.S. Senate, Washington, D.C.

DEAR SENATOR DoucLas : This is in response to your letter of March 31, 1964, in
which you requested the comments of the Department of Commerce on several
questions relating to issues being considered in your hearings on ocean freight
rates.

Attached are our responses to these questions. As you know, we are very
much interested in the subject of ocean freight rates and we want to be of
all assistance possible to your committee.

Please let us know if we can be of further help in your studies.

Sincerely,
CLARENCE D. MARTIN, Jr.

RESPONSES TO QUESTIONS ADDRESSED TO THE DEPARTMENT OF COMMERCE BY
SENATOR DovucLAs, BY LETTER oF MarcH 31, 1964

Question 1. What will the Department of Commerce do if it is proven that out-
bound conference freight rates are substantially higher than. in-
bound conference freight rates as far as the certification required
of American subsidized lines by the Maritime Adminisiration under
part I, article 18, of the subsidy contract?

Response

There is no provision in article II-18 which expressly, or by reasonable impli-
cation, gives the Maritime Administration authority to require subsidized carriers
to equalize outbound and inbound conference rates. .

Section (a) of this article of the contract provides that the subsidized operator
shall not give preference to cargo in which the operator has a direct or indirect
interest. 'This section does not apply to the factual situation posed by the ques-
tion above.

Section (b) provides that the subsidized operator will not unjustly discriminate
against another U.S. operator who is exclusively employing vessels under U.S.
registry on an established trade route. Therefore, this section is not applicable
to the situation referred to in the question above.

Section (c) imposes on the subsidized operator thé obligation to obtain “ap-
proval of the United States” on pooling agreements. The reference in this sec-
tion to “approval of the United States” has been and will continue to be inter-
preted to mean approval by the Maritime Administration, rather than meaning
approval by some other agency of the Unifed States, such as the Federal Mari-
time Commission.

Apart from the authority of the Maritime Administration under this pro-
vision of the operating subsidy contract, there is express statutory language
which vests in the Federal Maritime Commission responsibility for review and
approval or disapproval. under section 15 of the Shipping Act of 1916, of a broad
range of shipping agreements, including a pooling agreement referred to in sec-
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tion" (¢) of article II-18. The Federal Maritime Commission must find that a
p_oolmg arrangement is not unjustly discriminatory or unfair as between car-
riers, shippers, exporters, importers, or ports, or between exporters from the
United States and their foreign competitors, and that the pooling arrangement
will not operate to the detriment of the commerce of the United States, and
will not be contrary to the public interest or in violation of the Shipping Act.
As a matter of administrative practice; the Maritime Administration does not
consider giving its approval to a pooling arrangement unless that arrangement
has already been approved by the Federal Maritime Commission.

Further comment with respect to Maritime Administration action on applica-
tions of pooling arrangements is contained in response to question No. 5.

The Department does not assume that it will be necessary or desirable to
attempt to achieve regulation of shipping conferences and conference rates
through administrative action taken under laws governing the maritime subsidy
programs. If the Department made this assumption it would seem in effect to
amount to an assumption of the regulatory authority and responsibility which
is clearly vested by statute in the Federal Maritime Commission, an independent
regulatory agency. We assume that the Federal Maritime Commission will in
the future review and make proper decisions on conferences and conference rates,
and that appropriate enforcement in the courts of Commission decisions will he
available to the extent necessary.

(As the committee is aware, several months ago the Maritime Administration
rescinded its circular letter 3-62, which in substance was a policy statement
encouraging subsidized operators to belong to conferences and adhere to con-
ference rates.)

‘We are not suggesting, of course, that the Department of Commerce should
or will maintain an indifferent impartiality concerning the operation of sbip-
ping conferences or concerning shipping rates. We are authorized, and we
have a responsibility, to intervene as an interested party in any proceeding
before the Federal Maritime Commission. We will take action in the future,
either by initiating petition or by intervention, in any appropriate proceeding
bhefore the Federal Maritime Commission where such action is necessary to
assert the Administration’s total interest as related to international shipping
and international trade.

Question 2. Is il the opinion of the Department of Commerce that cargo prefer-
ence laws encourage high outbound ocean freight rates?
Response

A correct response must be stated in terms of three distinct categories of cargo.
These are: bulk movements of preference cargo carried on tramps; preference
cargo carried on liners; and nonpreference cargo carried on liners.

Preference cargo in bulk.—This cargo normally is handled in full shipload lots
and moves in the tramp trade. It is correct to say that the cargo preference
laws result in higher freight rates on this type of cargo than would be the case
if the cargo were freely available to all flags. The cargo preference laws con-
template that U.S.-flag ships will carry the preference cargo at rates reflecting
U.S. costs. This means that the rates on this cargo hauled by U.S.-flag ships
will be substantially higher than the rates charged by foreign-flag vessels for the
same load of cargo. This higher rate level is not an unexpected result. If the
costs of U.S.-flag tramp operators (the so-called unsubsidized fleet) were no
higher than the costs of their foreign competitors, the need for cargo preference
laws as we know them would be substantially reduced if not eliminated. This
would follow on the premise that in such a case U.S. shipowners would be able
to compete on even terms with their foreign competition. To the extent that
cargoes are reserved for U.S.-flag tramp carriers, and to the extent that the
rates on such cargoes are based on costs for U.S. commercial vessels, it amounts
to a program of subsidy for U.S.-flag operations which are not subsidized through
an operating subsidy under the Merchant Marine Act of 1936. This segment
of the American-flag merchant marine, manned by American crewmen who are
paid at American standard of wages, would be virtually eliminated if business
were not available to them under the cargo preference laws.

In sum, cargo preference laws result in higher freight rates on preference
cargoes carried aboard U.S.-flag tramps. They have little effect, however, upon
rates for bulk cargoes generally carried aboard foreign-flag tramps, largely
because bulk preference cargoes are such a minuscule proportion of total world
tramp movements.

Preference and nonpreference cargo carried on liners.~—The issue is less clear
for the large share of preference cargoes which move in liners at published
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rates. However, it is likely that these preference cargoes impart upward pres-
gure on the published rate structure for movements outbound from the United
States. ’ ' .

Bulk and nonbulk, prefence and nonpreference cargoes often move outbound
from the United States on the same published rates via both U.S.- and foreign-
flag liners. Thus the rates reflect all of these factors. It is probable that rates
on classes of freight which move largely as preference cargo will reflect the
supply of U.S.-flag liners. This is influenced by the fact that, because of the
terms of AID legislation and U.S. military programs, over 80 percent of the non-
bulk cargo subject to cargo preference laws actually moves on U.S.-flag liners.
Rates for shipments which are largely nonpreference will tend to reflect the
supply of foreign-flag ships as well as U.S. ships. Undoubtedly, these proportions
influence steamship carier conference members in their negotiations on rates.
An additional point is that where cago which normally moves on a preference
basis is nonpreference it frequently is shipped on a nonpreference liner rate or
on a tramp rate. In any case, the structure of published rates outbound from
the United States undoubtedly reflects the supply restrictions placed on the
transport of preference cargo.

The supply of U.S.-flag liner ships is influenced by the U.S. maritime subsidy
programs. The intent of these programs is to place U.S.-flag carriers on a com-
petitive basis vis-a-vis foreign-flag carriers. If this end is achieved, presumably
freight rates on preference cargo gravitate to levels comparable to rates on non-
preference cargo. This assumes that the supply of U.S.-flag ships will be un-
restricted. However, this is not actually the case. The number of carriers, ships,
and sailings is restricted to those found necessary for the essential trade routes
of the United States and is also limited by appropiations available for subsidy.
If there were more U.S.-flag service and hence more competition' among U.S.-flag
carriers, it is likely that rates on preference cargo would go down. But this, of
course, would increase the amount of subsidy to be paid to U.S.-flag operators.

A further consideration is that U.S.-flag liner carriers derive a very large part
of their freight revenues from preference cargoes (estimated to be 50 percent
of tonnage in 1962), which move in greater volume outbound than inbound. In
order to participate in this trade, U.S.-flag ships often return to the United States
lightly loaded.

Question 8. Should the cargo preference laws be amended or abolished?

Response

‘We do not think the cargo preference laws should be repealed, nor are we pre-
pared to suggest at this time any particular amendment, although it is possible
that with further intensive study the conclusion would be reached to suggest
some amendment to the present laws.

It is important to note that in the absence of our present cargo preference laws
much, if not mest, of the cargoes which are now carried on U.S.-flag ships would
go on foreign-flag vessels. This would result in substantial payments in U.8.
dollars to foreign-flag carriers, with an obvious adverse effect on our balance-of-
payments situation.

The cargo preference laws have as their purpose preservation of a U.S. mer-
chant marine engaged in foreign commerce. It is reasonable to assume that the
major portion of our unsubsidized merchant marine, meaning those carriers
which do not have an operating subsidy, would not exist without the business
assured them under the cargo preference statutes. At least, it could be assumed
that most of these carriers would have to go to foreign registry, and employ for-
eign nationals at foreign wage scales, in order to compete with foreign-owned
carriers for U.S. cargoes removed from the cargo preference laws.

The cargo preference laws reserve certain cargoes to U.S.-flag vessels, as a
form of support of subsidy. As originally conceived, these cargoes were par-
ticularly in support of that portion of our U.S. merchant fieet which did not
obtain an operating subsidy under the 1936 Merchant Marine Act.

Question 4. What ig the policy of the Department of Commerce concerning par-
ticipation by American subsidized lines in conferences which re-
fuse to respond to section 21 orders?

Response

As explained in our response to question No. 1, the Maritime Administration
some time ago rescinded its circular letter 3-62, which was an expression of
policy that the subsidized carriers should belong to conferences and adhere to
conference rates. For the reasons stated in our response to question No. 1, we

20~-707—64—pt. 4—4
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do not believe we should use the subsidy program to coerce subsidized lines to
abandon -conferences aand conference rates any more than we should attempt
to force them to join conferences and to adhere to conference rates. We be-
lieve the Federal Maritime Commissionr has authority to obtain proper response
to.the orders issued by that Commission. The section 21 orders are now before
the courts—a.forum which we believe is the proper one to decide the legal ques-
tions which have been raised concermng the Federal Maritime Commission
authority.

Also, it should be noted that the Department has been informed by the Fed-
eral Maritime Commission that U.S. subsidized lines have all either substantially
complied with the section 21 order issued by the Commission or have expressed
their intention to comply.

Question 5. What criteria does the Maritime Administration use to determine
whether or not @ subsidized line can participate in e pooling
arrangement? How many times has the Maritime Adminisira-
tion permitted participation? How many times has participa-
tion been prohibited? '

Response

The first criterion used by the Maritime Administration to determine whether
or not a subsidized line can participate in a pooling arrangement is whether
the pooling agreement has been approved under section 15 of the Shipping Act
of 1916, by the Federal Maritime Commission. Before approval the Federal
Maritime Commission must find the arrangement not unjustly discriminatory
or unfair as between carriers, shippers, exporters, importers, or ports, or be-
tween exporters from the United States and their foreign competitors, as not
operating to the detriment of the commerce of the United States, and as not con-
trary to the public interest or in violation of the Shipping Act. In the event
such approval has not been granted by the FMC, no further consideration is
given to the subsidized lines’ participation in the pool. In the event the FMC
approves the pooling agreement under the Shipping Act of 1916, the Maritime
Administration accepts the FMC’s findings as conclusive and does not make a
separate review of the broader issues of shipper and public interest spelled out
in section 15 of the Shipping Act of 1916. )

The Administration then gives consideration in each case to the purposes of
the pool (i.e., whether it is designed to meet discriminatory practices of foreign
governments or foreign competitors) within the overall framework of the foreign
policy of the United States,

Specific factors considered and held detreminative will vary in different fac-
tual circumstances. The primary factors considered are the following:

1. Do the provisions of the pool conflict with any of the provisions of the
operating-differential subsidy contracts (i.e., regarding number of sailings,
ports of call, and the like) ?

2. Will the pool be beneficial to the trade or the service of the subsidized
operator(s)‘> (Will it assist the subs1d1zed operator in maintaining his
service at a reasonable level?)

3. 'Will the pool give the subsidized operator(s) access to cargo previously
denied to the operator by discriminatory practices of forelgn governments
or by diseriminatory practices of other operators?

4. Does the pool include provisions which will permit the operator to in-
crease his service with a growth in the trade?

5. Does the pool permit independent solicitation of traffic by member
lines?

6. Is the subsidized operator’s share in the pool consistent with its past,
present, and anticipated future performance on the service?

7. Are the payments required to be made for the carriage of cargo in excess
of its pro rata share of the pool equitable in terms of the revenue received
from pooled cargoes? (Will the amount of revenue to be retained by the
operator, after payment into the pool for excess cargo carryings, cover the
operators out-of-pocket expenses attributable to such excess carryings?)

8. Does the pool permit reasonable entry of new members or the with-
drawal of old members?

9. Are there any U.S.-flag operators, subsidized or unsubsidized, excluded
from membership?

10. Are there any other provisions of the pool which are inconsistent with
the purposes and policies of the Merchant Marine Act, 1936, as amended?
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Since the Federal Maritime Commission was established by Reorganization
Plan No. 7 of 1961, effective August 12, 1961, and various regulatory powers were
transferred from the Maritime Administration to that agency, the Maritime
Administration has approved participation by U.S.-flag lines in six pooling agree-
ments, covering trade from or to the United States. Presently there are in effect
12 such agreements. The Maritime Administration has not prohibited the partici-
pation of any subsidized line in a pool approved by the Federal Maritime Commis-
sion since the aforementioned reorganization. Five pooling agreements or amend-
ments thereto, which have been approved by the Federal Maritime Commission,
are presently pending before the administration.

As part of its responsibilities, the Maritime Administration keeps under con-
tinuing review developments in the industry which could have an impact on
achieving the objectives of the Merchant Marine Act of 1936. In the past several
vears there appears to have been a trend toward an extension of pooling agree-
ments to cover significant proportions of cargoes in the foreign commerce of the
United States. This development is being examined by the Martime Administra-
tion. In addition, the Maritime Administration is currently reviewing the criteria
as stated above with the view of clarifying its responsibility and authority in
regard to pooling arrangements vis-a-vis the statutory responsibility of the Fed-
eral Maritime Commission in the same area.

Question 6. Is there any need to pay e subsidy to an Americdn line to make it
competitive with foreign-flag line if it participates in a pool?

Response

Yes. The participation of a subsidized line in a pool under present conditions
does not eliminate disparities in the cost of operation between U.S.- and foreign-
flag vessels. For example, the average cost of wages for a C-3 type ship operating
under the U.S. flag in the Brazilian coffee pool is about $1,565 per day. A com-
petitive Argentine Lines ship of the same type would pay wage costs of about
%344 per day while a Lloyd Brazileiro Lines ship of the same type would pay
wage costs of about $516 per day. Over 75 percent of subsidy dollars is paid to
offset the labor cost differential between U.S. labor and foreign labor. The
disparities exist whether or not there is a pooling agreement.

Question 7. The hearings indicated that an American subsidized operator has
paid a Brazilien line o considerable sum of money in the past §
years as a result of a coffee pooling arrangement. The Brazilian
line carried less than 1 percent of the coffee. Should tawpayers
dollars be used to pay a Brazilian steamship company which, in
effect, provides no service on the trade route? :

Response

U.S. subsidy is not paid to foreign steamship lines which participate with U.S.
companies in pooling arrangements. U.S. subsidy is paid to the U.S. line to offset
the higher operating costs of U.S.-flag operators as is shown by our response to
question 6. The essential question is whether it is in the total economic interest
of the United States (U.S. carriers, shippers, consumers, etc.) to permit the
participation of U.S. carriers in a pooling agreement. If a pooling agreement
has been approved by the Federal Maritime Commission as not contrary to the
public interest as specified in section 15 of the Shipping Act of 1916, the Maritime

Administration examines the pooling arrangement under the criteria set forth

in our response to question 5. Basically, the Maritime Administration is seek-

ing to determine whether or not the U.S.-flag operators are better off with a pool
than in the absence of a pool and whether the pooling agreement would frustrate
the purposes of subsidy.

For example, the following facts concerning the Brazilian coffee arrangement
clearly show the substantial net advantage to U.S. carriers in that instance.

The coffee pooling agreement under discussion (FMC Agreement No. 8505-1, as

amended) has resulted in the redistribution of slightly over $2 million. Table 1

shows the amount of coffee carried, the revenue received from the carriage of

coffee, and the pool redistribution during the period of time covered by the pool.

Agreement No. 8505-1 covers the period August 29, 1960, to February 28, 1963, to

U.S. Atlantic ports and November 23, 1960, to February 28, 1963, to U.S. gulf

ports.
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TAeRLE 1
Total number | Total revenue Total amount
Line of bags of received from | Total amount | received from
coffee carried ! carriage of paid to pool pool
coffee
Argentine Lines. .. 21,383,367 | $3,458,417.50 $209, 600. 57
Brodin Line... 1,138, 429 2, 846, 072. 50 —-
Columbus Line_ , 192 2,310, 480. 00
Delta Steamship Lines 33,277,076 8,192, 690. 00
Holland Pan-America Line 38, 3486, 662. 50
Ivaran Ldnes____....__... 793, 712 1, 984, 280. 00 -
Lloyd Brazileiro._____... - 42,135,877 5, 339, 602. 50 1, 514,922.15
Moore-McCormack Lines__.________.__ 4,607,300 | 11,518,272.50 | ______ 362, 285. 42
Nepal Line 81, 503, 449 3, 758, 622. 50 546, 893. 49
Norton Line. . .o oL 854, 260 2, 135, 650. 60 417, 660. 83
Scansa Line . 37,708 94, 270. 00 18, 812. 80
Torm Line. ..o e moaemas 810, 006 2,025,015. 00 132, 844.20
[ 77 Y D 17,604,050 | 44, 010,125.00 2,086, 818. 14 2,086, 818.14

1 All coffee carried to U.S. North Atlantic ports unless otherwise indicated.

2 Of this total, 420,073 bags were carried to U.S. gulf ports and 963,294 bags were carried to U.S, North
Atlantic ports.

3 All carried to U.S, gulf ports.

4 Of this total, 388,255 bags were carried to U.S, gulf ports and 1,747,622 bags were carried to U.8. North
Atlantic ports.

& All carried to U.S. gulf ports,

The redistribution pursuant to the terms of the pooi included payments into
the pool by Delta Steamship Lines, a U.S.-lag subsidized carrier of $412,010.99.
Delta received more than $8 million in revenues from its coffee carryings. The
redistribution also included payments from the pool to Moore-McCormack Lines,
another U.S.-flag subsidized operator, of $362,295.42. This carrier received reve-
nues in excess of $11.5 miliion from its coffee carryings. Thus for a net payment
of about $50,000, U.S.-flag subsidized carriers were able to receive revenues
totaling over $19.7 million, or nearly half of the coffee carried to U.S. North
Atlantic and gulf ports. Subsidized line participation in the pool was approved
by the Maritime Administration after a consideration of the above and the issues
raised in our answer to question 5 and after approval of the pool agreement by
the Federal Maritime Commission under the Shipping Act of 1916.

Question 8. Currently a pool is pending before the Maritime Commission between
Myer Line, an independent Norwegian operator, and the North
Atlantic Preight Conference. The pool's purpose is to end a so-
called rate war. As a consequence of the pool, freight rates on all
U.S. exports from Atlantic ports to Europe will be increased. Can
certification under part 11, section 18, be given to American partici-
pants of such a pool?

Response

Yes. It is our view that we have the authority under the contract provision,
and we believe we have the implied statutory authority even in the absence of
an express contractual provision, to approve or disapprove the pooling arrange-
ment referred to in this question.

The particular pooling arrangement is still pending before the Federal Maritime
Commission and it will be considered by the Maritime Administration only if the
Commission approves the arrangement from the standpoint of its regulatory
responsibility.

(Whereupon, at 10:40 a.m., the committee recessed, to reconvene
Thursday, March 26, 1964.)



DISCRIMINATORY FREIGHT RATES IN OCEAN SHIP-
PING AND THE BALANCE OF PAYMENTS

THURSDAY, MARCH 26, 1964

CoNGREss OF THE UNITED STATES,
Joint Economic CoMMITTEE,
Washington, D.C.

The joint committee met, pursuant to recess, at 9 am., in room
AE-1,U.S. Capitol Building, Hon. Paul H. Douglas (chairman of the
committee) presiding.

Present : Senator gouglas and Representative Curtis.

Also present: Thomas H. Boggs, Jr., economist; Hamilton D.
Gewehr, administrative clerk; Leonard Appel (associate counsel of
the Antitrust Subcommittee of House Judiciary Committee),and Mary
Proctor, legislative liaison assistant, Maritime Administration.

The CrarMAN. It is now 9 o’clock. The committee will come to
order.

We are very glad to welcome Rear Adm. John Harllee, Chairman of
the Federal Maritime Commission.

The purpose of the hearing this morning is to obtain from Admiral
Harllee and other representatives of the Commission a report on the
Commission’s actions concerning ocean freight rate disparities.

On the 21st of last June this committee made four specific recom-
mendations to the Federal Maritime Commission. Itismy understand-
ing, Admiral Harllee, that you have a prepared statement concerning
the Commission’s steps to implement these recommendations.

Admiral Harcree. That is correct, Mr. Chairman.

The Craamrman. Thank you.

Admiral Harcree. Shall I proceed ?

The CrHAIRMAN. Yes, if you would.

STATEMENT OF ADM. JOEN HARLLEE, CHATRMAN, FEDERAL MARI-
TIME COMMISSION ; ACCOMPANIED BY TIMOTHY J. MAY, MANAG-
ING DIRECTOR; JAMES E. MAURE, ASSISTANT TO CHAIRMAN;
AND ROBERT J. BLACKWELIL, CHIEF, BUREAU OF HEARING
COUNSEL

Admiral HaruLee. It is a pleasure for me to appear here formally
this morning for the first time in my capacity as Chairman of the
Federal Maritime Commission.

Our specific purpose in being here this morning is to report to this
committee on the action taken by the Commission over the last 7
months to implement the four recommendations made by this com-
mittee to the Commission. These recommendations placed a con-
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siderable burden of responsibility upon the Commission. But they
also charted a course for the Commission to follow so it could take its
proper place as an effective public servant protecting and fostering
the foreign commerce of the United States.

Guided by these recommendations, I think the Commission has re-
vitalized itself and clarified its regulatory purposes. It has taken
initiatory action to remove discriminations from our foreign com-
merce, to actively promote the prosperity of our foreign commerce,
and assure the freest flow of goods in that commerce, unencumbered by
restrictive, discriminatory, or antiquated practices.

To be sure, the Commission has only made a start in these directions,
but the progress to date demonstrates, I believe, that the Commission
can and will make a positive contribution to the welfare of our foreign
commerce.

I congratulate this committee for the catalytic role it performed in
providing the impetus and direction to the Commission for the proper
discharge of its statutory responsibilities.

The Criamemax. Thank you very much, Admiral. We take such
abuse, quite abuse, from administrative agencies that it is a great re-
Iief to have these kind words. T will have these framed.

Admiral Hariree. Therefore, I welcome these hearings; I do net
regard them as a chore, but rather as an opportunity to review the
contributions of the Federal Maritime Commission is advancing the
foreign commerce of the United States.

I would now like to report specifically and in detail the manner in
which the Commission has implemented the four recommendations of
this committee.

The first recommendation of the Joint Economic Committee was:

1. The Commission should establish guidelines for U.S. complain-
ants pointing out what the law requires as proof of discriminatory
freight rates so that the Commission can act on their behalf.

The committee has been greatly disturbed, and reasonably so, by
disparities between inbound freight rates and higher outbound rates
on the same commodities between the same ports, and by disparities
between outbound freight rates and lower rates on the same commodi-
ties from other countries to the same foreign destinations. It ap-
parently had been these two kinds of disparities especially in mind
when it recommended that the Federal Maritime Commission “estab-
lish guidelines for U.S. complainants pointing out what the law re-
quires as proof of discriminatory freight rates so that the Commission
can act on their behalf.”

In order to explain what action we have taken in this regard, I must
first explain the significance of a substantial inbound-outbound rate
disparity under the present provisions of the Shipping Act. The
word “discriminatory” has been used to characterize the disparate
rates, but their real significance is that thev may indicate that either
the higher rate is unreasonably high or the lower rate is unreasonably
low. The relationship between the two rates is not discriminatory
in the regulatory sense of the term, because the services for which the
rates are charged are neither identical nor competitive with each
other, and the shipments moving outbound are not competitive with
those moving inbound. I am not underrating the importance of a
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substantial rate disparity between outbound and inbound freight; I
am merely trying to make clear the nature of its importance.

Under the Shipping Act, 1916, section 18(b) (5), we are directed
to disapprove a rate 1f it 1s so unreasonably high or low as to be
detrimental to American commerce. An exporter who sees that a rate
on outbound freight is considerably higher than a rate
on inbound freight has a right to suspect that the outbound rate is
unreasonably high. There are many other kinds of information,
possibly available to him, that may help to confirm his suspicion.

Our Bureau of Foreign Regulation issues a type of guideline in
its handling of shipper complaints. The Bureau gives the exporter
a list of items of information which are helpful in assessing the reason-
ableness of the rate level. The guidelines also ask him to submit
estimates of the effect that a change in the rate to a reasonable level
would have on the quantity he would export under the rate and on
his profits.

The statement of “guidelines” is addressed also to an exporter who
thinks that an outbound rate is unjustly prejudicial to American ex-
porters. This involves the other kind of rate disparity to which this
committee devoted its attention; that is, a disparity between a rate
on freight from the United States to a foreign country and a lower
rate on the same commodity from a third country to the same destina-
tion. Part of the statement applies only to complaints about rate
unreasonableness, part applies only to complaints about unjust preju-
dice, and part applies to both. By dealing with these two kinds of
complaints, the guidelines cover the two great sources of rate unlaw-
fulness tending to inhibit American exports.

One of the principal difficulties in issuing more specific guidelines
which relate to the disparity issue is that the Commission has never
found a rate to be unreasonably high or low under section 18(b) (5).
It is essentially a judicial determination for the Commission, and each
case must be judged on its own merits, However, once the Commis-
sion has made this judicial determination it will form the basis for
more specific guidelines.

‘Woe have several formal investigations presently underway where
the Commission will have to make: this determination. The issues
must be explored and Commission positions established. Regardless
of the results of these proceedings, they should provide a basis for
issuance by the Commission of more specific guidelines.

Nor has the Commission ever made a determination under section
17 that a U.S. rate in comparison to a foreign-to-foreign rate was
unjustly discriminatory to American exporters as compared with
their foreign competitors. Again, this issue is now before the Com-
mission in a formal proceeding; when this issue has been formally met
by the Commission judicially, it should provide a basis for more spe-
cific guidelines on that situation.

T agree with this committee that guidelines are necessary in order
to give full protection to the shipping public. Furthermore, I think
guidelines will facilitate the full compliance with the law by the
steamship companies and conferences.

The second recommendation of the committee was:

2. The Commission should initiate steps under its existing authority
to eliminate unjust discriminstion in rates and should promptly in-
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form the Congress if additional authority is needed to deal with any
aspects of these discriminatory practices.

The Commission is presently exhausting every power provided it
under lJaw and every resource appropriated to it by Congress to elimi-
nate unjust discrimination in rates.

However, the Commission has only limited powers to correct dis-
crimination caused by a rate disparity existing in the inbound-out-
bound trade. The present statutes do not make such disparities
unlawful.

For example, if it costs twice as much to ship commodity A from
New York to England than to ship commodity A from England to
New York, the disparity itself is not unlawful no matter how inequi-
table it may be, and despite the absence of any economic justification
by the carrier for charging the higher outbound rate,

While the Commission is powerless to order the correction of such a
situation, it is precisely the phenomenon which Congress ordered the
Commission to investigate in section 212(e) of the 1936 act.

This section states:

SEC. 212. The Commission is authorized and directed )

(e) To investigate, under the regulatory powers transferred to it by this act,
any and all discriminatory rates, charges, classifications, and practices whereby
exporters and shippers of cargo originating in the United States are required
by any common carrier by water in the foreign trade of the United States to pay
a higher rate from any U.S. port to a foreign port than the rate charged by such
carrier on similar cargo from such foreign port to such U.S. port, and recom-
mend to Congress measures by which such discrimination may be corrected.

It will be noted that the statute does not simply authorize the Com-
mission to investigate; it directs the' Commission to investigate and
make a report and recommendation to the Congress.. ) '

The Commission is pursuing this investigation with every resource
at its command. It intends to complete this investigation with or with-
out the cooperation of the conferences and the carriers. And, depend-
ing upon the magnitude and nature of the problem, that is, the dis-
crimination, and its effect on our commerce, it intends to recommend
to the Congress what measures are necessary to correct that discrimi-
nation.

As I have noted before, the Commission does have power to correct
a rate which is so unreasonably high or low as to be detrimental to our
commerce. And I have noted that the existence of a substantial
inbound-outbound disparity may be evidence of an unreasonable rate
level. However, this 1s a different problem, and the correction of dis-
parate rate structures cannot be accomplished through this Commis-
sion power, except in isolated instances as a byproduct of correction
of an uniawful rate level.

The Commission is vigorously studying the rate levels on our im-
portant commodities to assess their effect on the movement of those
commodities and the reasonableness of the rate level. I must be frank,
however. and state that this is a laborious, time-consuming process.

There is no method whereby a rate can be adjudged, on its face, to
be discriminatory. Each rate must be analyzed and related to other
pertinent factors. The Commission has on file over 1,900 tariffs, con-
taining approximately 3 million rates, and rate changes are being filed
at the rate of 900 a day. It is obvious, therefore, that it would be un-
realistic ta attempt to scrutinize each individual rate for its dis-




DISCRIMINATORY OCEAN FREIGHT RATES 649

criminatory content or impact upon commodity movements. Some
other approach to safeguard our economy is imperative. Part of the
answer is the establishment of a watch list of critical items; that is,
meaningful selectivity. More important, however, will be the con-
version of our tariffs from a manual system to automatic data proc-
essing. I am happy to report that this will shortly be a reality. It
is, In our view, an indispensable tool if the Commission is to perform
its statutory responsibilities.

Meanwhile the Commission is proceeding to take action to correct
unreasonable rate levels and rate discriminations by carriers against
American exporters compared to their foreign competitors.

The Commission has had the iron and steel rate under formal in-
vestigation since August 1963.

After careful study and analysis the Commission has concluded
that the rates on distilled spirits and boilers warrant formal hearings
to determine the reasonableness of the rates and the possibility of dis-
crimination against American exporters. Therefore, these rates are
now under formal investigation. Also, the rates on plywood have been
made the subject of an informal factfinding investigation.

As this committee knows, the Commission can make findings of un-
lawfulness and take corrective action only after a formal hearing with
due procedural safeguards to all parties.

In furtherance of its efforts to eradicate rate discrimination, and as
suggested by this committee, the Commission has made inquiry into the
handling of shippers’ requests by the conferences. The Commission
asked the conferences to supply information voluntarily relative to this
matter. Over one-half of the conferences refused to do so and were
then ordered by the Commission, under section 21, to produce the infor-
mation. Thirteen of these conferences still refused, and the Commis-
sion intends to enforce the order against these conferences by pressing
for court action.

The CrarrMaN. Admiral, would you furnish the names of some of
these conferences which have refused to furnish the information ?

Admiral Hariree. Yes, I will, Mr. Chairman. Actually—

The CrarrmaN. Can you mention some of them offhand ?

Admiral Harceee. Yes. We have a record of it right here. The
Pacific Westbound Conference refused. The Pacific Coast European
Conference refused, and I have the other right here.

The CarmMax. These are outbound conferences?

Admiral Hariiee. Yes, they are.

The CuatrMaN. Now, have any of the inbound conferences been
willing to, produce material which you requested ?

Admiral Haruiee. We did not ask the inbound conferences for this
because our primary concern at this point was with the exporters and
the export trade. ,

The Crarman. Well, if that takes up too much time, may I ask if
the Atlantic coast conferences refused ?

Admiral Harurge. In general the Atlantic coast conferences com-
lied with our request to submit them voluntarily, and in general the
acific coast conferences refused, but, of course, there are exceptions.

The CaamrMan. What about the Atlantic to the Pacific?

Admiral HarLLee. Excuse me?



650 DISCRIMINATORY OCEAN FREIGHT RATES

The Crmamrman. What about the conference which covers trade
from Atlantic ports to the Pacific Far East through the canal?

Admiral Harceee. They complied, Mr. Chairman.

The Cratrman. Thank you. Will you furnish this for the record
if it is not too much trouble?

Admiral Haruree. All right. 'We will furnish that for the record,
Mr. Chairman,

On the widespread problem——

The Caatrman. Admiral, would you excuse me. There is a quorum
going on in the Senate. I must go and complete the quorum. I am
going to ask Mr. Boggs to chair the meeting in my absence. I will
return just as soon as I can.

Admiral Hariree. Yes, sir.

" The Cramrman. Thank you very much. I apologize.
Admiral Harrree. Shall T continue, Mr. Boggs, with the statement ?
Mr. Bogas. Yes, sir. :
 Admiral Harceee. On the widespread problem of inbound-out-
bound disparities, the Commission took the following action :

1. Requested the conferences and independent carriers voluntarily
to eliminate disparities on selected items or explain why these dis-
parities existed.

2. Ordered the conferences, the member lines thereof, and independ-
ent carriers to furnish documents and information which the Com-
mission needs in order to study the disparity problem, as directed by
section 212(e) of the 1936 act, and in order to study the reasonable-
ness of certain rate levels under sections 15 and 18(b) (5) of the 1916
act.

Except for three independent lines, none of the lines and conferences
eliminated disparities and none supplied an explanation for their
existence. It is our understanding, however, that the American lines
in one of the gulf conferences attempted to get the conference to elimi-
nate certain disparities, but were voted down by the foreign lines.

The foreign-flag lines and the inbound conferences headquartered
abroad refused to comply with the orders and their governments
formally protested the orders to our State Department. The out-
bound conferences, as well, refused to comply with the orders.

At the request of the European governments and Japan, the Com-
mission participated in meetings held in Paris under the auspices of
the Organization for Economic Cooperation and Development to dis-
cuss the issues raised by our section 21 orders. There were very frank
exchanges of views lasting over a 2-week period.

At these meetings, the United States offered to eliminate the request
for documents located outside the United States if the governments
would agree voluntarily to furnish the other information. Since this
information would be furnished voluntarily, the Commission would
cancel the section 21 orders. There was, however, no discussion about
the orders served on the outbound conferences. These conferences
are all domiciled in the United States and all documents requested are
physically located in the United States. We made it perfectly clear
at the meetings, therefore, that this was a matter of internal U.S.
policy, and that these section 21 orders would not be eliminated.

The delegates agreed to take the proposal to their governments and
shipowners. To give them ample opportunity to consider the pro-
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posal, the Federal Maritime Commission suspended the effectiveness
of the orders pending negotiations. This did not apply, of course, to
the outbound conferences. They have refused to comply and have
taken the orders to court seeking a temporary injunction against the
Commission. The District of Columbia Circuit Court of Appeals
and the Ninth Circuit Court of Appeals have both denied their peti-
tion, and all eight outbound conferences are, therefore, subject to $100
per day fines for noncompliance with the Commission’s orders.

The orders were also suspended for the American-flag lines so they
would be treated equally with the foreign-flag lines. Nevertheless,
five American lines: American Mail, Liykes Bros., Prudential, Moore-
MacCormack, and States Steamship, have already supplied the data
requested ; and three other American lines: Pacific Far East, Ameri-
can-Export-Isbrandtsen, and United States Lines, have told the Com-
mission they will comply as soon as a due date is fixed. And actually
Pacific Far East Line has promised to comply on the 3d of April.

The foreign governments have now responded in principle to the
U.S. proposal, and that response is favorable. Some technical details
and clarification must be worked out, but the indications are that the
foreign governments will voluntarily supply the essential information
requested by the Commission to conduct its studies of disparities.

I might say, generally, that if the Commission cannot obtain this
type of information then it cannot perform its statutory functions of
regulating conferences. If it cannot perform these functions, then
the whole question of permitting the existence of conferences, which
are quite simply legalized cartels, will have to be reviewed. Congress,
in immunizing conferences from the antitrust laws, did so only on the
condition and the assumption that these anticompetitive bodies could
and would be submitted to the supervision of the Federal Maritime
Commission.

In their presentations to this committee, the carriers’ representatives
have attempted to minimize the effect of such disparities on American
exports with a showing that identical commodities do not in fact move
in such reciprocal trades and that such disparities as do exist in pub-
lished rates merely reflect “paper” rate situations. The information
we sought from the carriers will, when produced and analyzed, show
the propriety of this position. Such information will also help to show
whether depressed inbound rates tend to increase outbound rates in
order to create an overall round-trip return which is profitable.

The short-term answer to the problem seems to us to be that if, as
the carriers contend, the noted disparities exist only in connection with
paper rates or on unlike commodities, there is a simple method by
which the carriers can remedy the situation. They can either decrease
or remove from their tariffs the rates on such commodities that do
not in fact move in significant volume. The carriers’ revenues would
not be diminished, and no shipper would be hurt.

Dr. Dan Mater, who was loaned to this Commission by the Com-
merce Department, has, at our request, analyzed intensively the overall
disparity problem in selected trades. His conclusions, which we will
present here in detail, suggest that certain rate structures as a whole
constitute a form of discrimination against exports.

More specifically some typical Commission activities designed to
eradicate discriminations are detailed below:
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1. Effective October 28, 1963, the Far East Conference and the
Pacific Westbound Conference, whose member lines served the trade
from the United States to Manila, instituted a surcharge of $10 per
ton on all cargo transported from the United States to Manila, Repub-
lic of the Philippines. In announcing the surcharge, the conferences
stated that their action was prompted by a disruption in the loading
and discharging of vessels at the port as a result of labor disputes,
and that such disruption caused costly vessel delay at Manila.

Although we do not have tariffs showing rates and charges from
other countries to Manila, we were able to learn from other sources
that the surcharge from Europe, Hong Kong, and India was 25 per-
cent, and from Japan, $2 per ton. The 25 percent from Europe,
Hong Kong, and India usually produced less than $10 per ton. We
also found that a shipper in Searsport, Maine, had been asked to move
his newsprint through an eastern Canadian port from which there
was no surcharge to Manila. The significance of this offer lies in
the fact that the same line serves both the eastern Canadian ports
and the New England ports, although it is a member of two different
conferences. We, of course, have no jurisdiction over the conference
that operates from Canada.

The Commission approached the two conferences informally with a
request for revocation of the surcharge but the conferences insisted
that the extra revenue was necessary and that they had no intention
of canceling the surcharge. Accordingly, the Commission instituted
a formal investigation of the matter and the case is now pending
before a hearing examiner.

Shortly after notice of our investigation, effective December 26,1963,
both conferences reduced the surcharge from $10 per ton to $5. Even
that reduction was not sufficient to remove the apparent discrimina-
tlon against American exporters. Other carriers who were made par-
ties to the investigation because of a surcharge at Manila also later
reduced their surcharge but did not completely remove the apparent
diserimination.

Mr. Bogas. Is there any surcharge on commodities moving inbound
from Manila to the United States?

Admiral Haruree. Our information indicates that there is not.

Mr. Boees. Isthere any apparent reason for that?

Admiral Harriee. The reason insofar as we have been able to ascer-
tain is that ships going into Manila have to wait to unload the cargo
which they are carrying in our export trade but, once they arrive at
the dock, after this wait, they do not have to, of course, wait any longer
to pick up the inbound (inbound to the United States) cargo. This,
in other words, means that they feel that the load of the surcharge
should be put on the leg of the voyage where they have to wait, al-
though, of course, it would be contended by other persons that it
should be equally priced.

Mr. Bogas. Does this mean that the American exporter pays a sur-
charge but the Manila exporter does not ? ¥

Admiral Harriee. In this particular case that'it what that means,
yes. This is not, however, true in all surcharges, but this is the situa-
tion in the Manila surcharge area.

2. Similarly, the India, Pakistan, Ceylon, and Burma Outward
Freight Conference last year announced a surcharge of 40 percent
on all rates to Chittagong, effective October 1, 1963. The stated
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reason for this surcharge was once again vessel delay attributed in
this instance to the destruction of shoreside facilities by a typhoon.
In this instance, as in the case of Manila, the State Department con-
firmed to us that conditions in the port resulted in vessel delay, but
once again, it was the view of the Commission that the impact of such
a drastic surcharge on the foreign commerce of the United States
was such that the carriers should be required to affirmatively establish
on the public record the need for a surcharge in the amount proposed.
Accordingly, the Commission ordered a formal investigation into the
Chittagong surcharge. I am sure your committee will be interested
to know that this proposed surcharge was canceled in its entirety,
October 4, 1963.

The Conference has again announced a surcharge effective April 3.
The Commission has been watching the situation very closely, and
understands that the port conditions which give rise to the surcharge
are improving. We are awaiting further developments to see if a
formal Commission investigation 1s warranted.

Mr. Boaes. Excuse me again, Admiral. Is this also a 40-percent sur-
charge?

Admiral Harcieg. No.  This is a 30 percent. Thirty percent effec-
tive the 1st of April and 40 percent effective the 1st of July.

3. In a more limited area, one shipper complained to us concerning
the cost of shipping to Europe parts for oil heaters. In the particular
trade oil heaters moved at a rate of $25. There was no rate on parts
for such heaters and, accordingly, they took the general cargo rate of
$70.25. The Commission informally brought the matter to the atten-
tion of the Conference which shortly thereafter revised its tariff to
permit parts for oil heaters to move at the same rate as the heaters
themselves.

4. In another instance a shipper communicated with us indicating a
desire to ship 1,500 tons of newsprint, for which he expected to make a
bid for the sale in the immediate future. He was confronted with the
fact that an emergency rate on this commodity had expired and the
applicable rate was a figure so high as to effectively put him out of the
market. The Commission communicated informally with the Con-
ference with the result that a reduction in the amount of approximately
30 percent was promptly effected in the rate. We are not aware of
whether the shipper was successful in his bid for the business in which
he was interested. We do know, however, that he was satisfied with
the rate reduction and felt that he was in a competitive position.

5. In yet another instance, a manufacturer of household refrigera-
tors who was interested in selling to the market area of the Near East
complained to us because he was unable to ship through an adjacent
and otherwise logical port because of a rate disadvantage as compared
to the freight rate from another area of the United States. This mat-
ter was taken up informally with the Conference with the result that
the disparity in rates between the two ports was reduced by more than
60 percent. We cannot state informally whether the existing apparent
disparity is reasonable since we have conducted no investigation of
this matter. It may be necessary to explore this matter more formally.
‘We mention it, however, as an instance in which the joint efforts of the
shipper, the carrier and this Commission have been able to relieve
at least to a certain extent an impediment to an American exporter.
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6. Another illustration of the successful intercession of this Com-
mission has to do with rates on carbon black from the gulf to the
United Kingdom and the Continent of Europe. Because of the nature
of this commodity, its transportation had presented problems in load-
ing, stowing, and unloading that required relatively high rates. Sev-
eral years ago the Commission was instrumental in obtaining relief
from a proposed rate increase on this item. In November 1963, the
three conferences publishing rates from the Gulf to the Baltic, United
Kingdom, and French Atlantic/Hamburg Range ports announced
general 10 to 15 percent rate increases on all commodities effective in
January 1964. One of the country’s leading exporters of carbon
black protested to us that the increases would severely limit its ability
to compete in the countries served by tlie three conferences. We sent
telegrams and letters to the conferences, asking them to reevaluate
their position on this specific commodity because of the harmful effect
the proposed increases would produce on our exportation of carbon
black. We also had our New Orleans district manager contact the
conferences personally. Within a month the conferences established
reduced experimental rates for unitized shipments of the commodity
to test the new packaging developed by the exporters. If the new
method of shipment proves successful, we assume that the experi-
mental rate structure will be made permanent.

7. AS your committee is aware, the North Atlantic European trade
is one in which outbound freight rates are most critical. In July
1963, it was common knowledge that the Conference lines and the
major independent in the trade, Meyer Line, were on the verge of con-
cluding a pooling agreement. The Conference Chairman was quoted
in the press as stating that a new tariff reflecting increased rates in
the outbound trades would be filed at an early date. This Commission,
at once, let it be known that it viewed with concern any increases in
the outbound rates since, obviously, such increase would accentuate the
existing disparity in rates and would further militate against Ameri-
can exporters. The Commission initiated an informal investigation.
We firmly believe that it was the interest thus expressed by the Com-
mission, as well as by the Joint Economic Committee and the Depart-
ment of Commerce, In this matter which resulted in the rate increase
being delayed from time to time and not being made effective until
March 16, 1964. And this increase is now subject to investigation. in
connection with the Commission’s formal investigation of the pooling
agreement.

8. The General Services Administration has expressed concern over
the Jevel of freight rates on natural rubber. This matter is presently
under formal investigation by the Commission in Docket No. 1157,
which js an adversary proceeding between the General Services Ad-
ministration and cerfain steamship lines, members of the North At-
lantic/Mediterranean Freight Conference.

9. In the course of studying the pooling agreement between two
Japanese lines from San Francisco to eastern Canada—Iino Line and
Kawasaki Line, Agreement 9180—it was determined that rates on
canned goods from Japan to eastern Canadian ports were lower than
rates from Hawaii and San Francisco to eastern Canadian ports mn
tariffs filed by the same carriers.
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Various negotiations have been going on between the Commission
and these Japanese lines regarding this whole matter, and the pooling
agreement has now been withdrawn.

Reevaluation of the canned goods rates from Japan, Hawaii, and
San Francisco to eastern Canadian ports as of February 28, 1964, indi-
cates that recent filings by the involved carriers have now reversed the
rate disparity situation so that rates on canned goods from Japan to
Canadian ports are now somewhat higher than.the rates on canned
goods from Hawaii and San Francisco to the same eastern Canadian

orts.
P I have tried to detail what the Commission’s powers are to ac-
complish the second recommendation of this committee.

The record discloses, I believe, that the Commission is doing every-
thing it can ; however, it also discloses that there are severe limitations
on Commission power in certain areas.

We are not recommending at this time what additional powers the
Commission needs, although I have indicated that perhaps the Com-
mission’s most serious inadequacy lies in its inability to obtain neces-
sary information from and about the carriers and conferences. The
Commission is still in the midst of its efforts to evaluate the disparity
situation and its efforts to obtain the necessary information to make
that study.

The Commission should know shortly if its present powers are
inadequate to the job. If this proves to be the case, the Commission
will move immediately to ask Congress for the necessary additional
powers. ,

The Cramyan. Admiral, you mean if a court refuses to permit you
to obtain information from the conferences?

Admiral Hariiee. Part of it is the matter of the action by the
courts, Mr. Chairman. That is part of it. That goes to the outbound
conferences. The other part of it is a matter of concluding the nego-
tiations with the European and Japanese powers which we think are
going to be successful in providing us with enough information for a
meaningful analysis. ,

The Cuamyax. Well, now, if the lines—if the conferences resist as
they are resisting, and you have to go to the courts, where do you start,
in the district court or in the circuit court ?

Admiral Haruiee. In the circuit court. However, the matter has
already been started, Mr. Chairman, but the conferences took us to
court rather than we taking them. They took us to court and re-
quested a temporary injunction, and in the Ninth Circuit Court in San
Francisco, when the injunction was refused, the court indicated, in
fact said, that there was no probability that the case would be decided
on its merits in favor of the conference.

The Craarman. There was no probability.

Admiral Harurre. That is what the Ninth Circuit Court in San
Francisco said. Now, the matter is also under adjudication in the
Cireuit Court of Appealsin Washington.

The CramryaN. Admiral, you are a deep sea sailor but are you ac-
quainted with the wiles of lawvers, that they can ask for continuances,
their attorneys can be taken i1l and vlead that they are unnrevared,
and that there have been deaths in the families, funerals which they
have to attend?



- 656 DISCRIMINATORY OCEAN FREIGHT RATES

Admiral HarLLee. Well, I am all too sadly familiar with those types
of delays, Mr. Chairman. Werhave, I think, a few wily lawyers our-
selves now, though, and I will say this, that the fine of $100 a day on
these conferences for noncompliance is already starting to toll. The
courts have refused to stay that so we feel confident that we will ulti-
mately win, and there will be considerable fines which will accrue.

The Cuamman. And, of course, there is also an appeal and the
circuit court has a crowded docket. There is always appeal from the
circuit court to the Supreme Court.

Admiral Hariree. Yes. There quite possibly could be some delays
in this matter, but these delays will be costly to the conferences as
well

The CHamyman. $100 a day.

Admiral HARLLEE. As well as somewhat frustrating to us.

The CHAIRMAN. Are you going to do this to every conference that
refuses to submit its testimony ?

Admiral Harcree. Oh, yes. We definitely will, except in the case
of the inbound conferences domiciled abroad. If we can get informa-
tion through the governments of those friendly powers which will
enable us to accomplish the mission of analyzing the ocean freight rate
structure, then it would appear unnecessary in those cases. But where
we cannot work it out on that basis and where the conferences are
domiciled in the United States, we, of course, will use the powers and
have used the powers that the law gives us.

The Cramman. Well, if you depend on voluntary agreements with
the conferences which have their headquarters abroad, doesn’t this
mean that in practice they will give you only that information which
they wish to give?

Admiral HarLLee. Well, it is quite true that this information will
not be quite as valid as that produced in the United States in com-
pliance with orders. But on the other hand, we think that it will be
useful. The negotiations go to providing this through the govern-
ments concerned, and we think the information will be good enough
to enable us to make the kinds of analyses to enable us to then proceed
after that is over into formal investigation where we would get more
exact information by the subpena route.

The CaarmMaN. Go ahead, Admiral.

Admiral Haruree. I should make mention of another Commission
action which is designed to move on a broader basis to remove impedi-
ments to our foreign commerce. . '

In response to questions raised by this committee, and at the request
of the Secretary of Commerce, the Commission has initiated a fact-
finding investigation into the effects of steamship conference organi-
zation, procedure, rules, regulations, and Era.ctices upon the foreign
commerce of the United States. It is the first overall comprehensive
study of the conference system and its effect on U.S. commerce by
the Commission or its predecessor agencies, although, of course, the
Congress has made three such investigations. It embraces numerous
questions raised before the Joint Economic Committee, the Anti-
trust Subcommittee of the House Judiciary Committee, and the
House Merchant Marine and Fisheries Committee.

The staff in charge of the investigation, using as a basis various
questions raised in testimony before the Joint Economic Committee,
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the Celler committee, and the Bonner committee, has prepared a com-
%I(')ehensive outline of the subsidiary areas of investigation. The

mmission staff is currently engaged in screening and assembling
material already available to the Commission on these various ques-
tions. In addition, lists of several hundred shippers have been ob-
tained from the Department of Commerce—I would like to interject
at this point, although it is not in the prepared statement, with rela-
tion to their testimony by Mr. Barton yesterday that we have received
complete, enthusiastic, and wholehearted cooperation from the De-
partment of Commerce in all these matters and we have tried to, of
course, give them the same—and those shippers who have expressed
an interest on the basis of correspondence are being interviewed for
the purpose of developing a slate of witnesses. Basic aspects of all
conferences will be studied and, in addition, a selected cross-section
of conferences will be studied in depth. It is expected that initial
hearings will be held in late May of this year and completion of
the study is tentatively estimated to be April 1965.

But I would like to emphasize, Mr. Chairman, in view of the testi-
mony yesterday, that this does not mean there will not be any results
from this investigation until April of 1965. There will be results
as we go along as has been the case with the Joint Economic Com-
mittee, the Celler committee, and other committees and other investi-

. gations.

One part of this investigation would be, for example, looking into
the disintegration of the conference from the gulf to the Continent of
Europe and the occurrences with relation to the Gulf/United King-
dom Conference and these aspects will have results long before April
of 1965. But to have the complete results, to do a really thorough
job which involves among other things the questioning of some 400
possible witnesses, will in our estimation take this length of time.

The third recommemdation of the Joint Economic Committee was:

3. The Federal Maritime Commission should undertake a study
of the extent and economic effects of disparities between inbound and
outbound ocean freight rates. In selecting products for this study,
the following guidelines should be used :

(ag Products which U.S. exporters have indicated are discrimi-
nated against in their complaints.

(b) Products which are presently substantially exported or for
which there is export potential.

(¢) Products which the Commission presently knows are discrimi-
nated against.

(@) Products for which freight rates are a high percentage of
landed cost. _

The Commission has instituted a program of pilot studies of se-
lected commodities to determine the effect of inbound-outbound dis-
parities on the exportation of such commodities in our foreign com-
merce.

The particular commodities chosen for these studies were selected
in the following manner: The Commission on September 10, 1963,
approved a commodity list for priority consideration. These com-
modities were selected on the basis of the following criteria, which in-
cludes the criteria recommended by the Joint Economic Committee:

(@) Commodities moving in volume or identified by the Department
of Commerce as having an export potential.

20-707 0—684—pt. 4——5
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&b) Commodities which are subject to declining oversea markets
and/or increased imports.

(¢) Commodities where outbound freight rate is a high percentage
of landed costs.

(d) Commodities for which complaints were received either by
the Commission or by the Department of Commerce or other sources.

Many of the commodities set forth in that program were broad
commodity classifications rather than specific tariff items, and this
list was later refined to include specific commodity items within such
broad classifications.

Within each of the four categories above listed, the commodities
have been rated in order of importance. In order of this priority list,
the Bureau of Financial Analysis has been conducting informal com-
modity studies in accordance with the guidelines established by the
Commission. These guidelines were generally as follows:

1. Volume of outbound and inbound movement of the commodity ;

2. Select particular commodities within generic groupings which
represent a substantial part of the total movement within the commod-
ity group;

3. Identify principal trading areas involved in movement of the
selected commodity ;

4. Determine inbound-outbound freight rates and percentage of
disparity in principal trading areas for the selected commodities;

5. Determine to the extent possible the principal economic factors;
e.g., ocean freight rates, foreign import restrictions, local user taxes,
embargoes, customs duties, national preference, currency restrictions,
which affect U.S. exports of the selected commodity to the trade area
involved; ’

6. Incorporate results of industry meetings conducted by the De-
partment of Commerce on particular commodity involved ; .

7. Make use of any pertinent information available within agencies
of the Federal Government as appropriate to the particular study;
and

8. Particular attention in these studies was to be given to—

(a) Pastand probable future trends in movements;
b; Significant changes in tariff rates;
20 Significant or controlling economic conditions affecting cur-
rent and future movement of the commodity under study; and
(@) Frequency or absence of industry complaints.

The CramrMaN. Admiral, will you just mention a few of the pilot
studies which you have finished? The full list will be printed in the
record. I notice you included automobiles, trucks, canned fruits, ni-
troglycerin, electric motors, construction machinery, phosphates, elec-
trical machinery.

Admiral Harueee. Yes, Mr. Chairman; I think perhaps the best
plan might be if I mentioned those commodity studies which do indi-
cate that there is reason to believe that possibly the freight rates have
affected the—

The Crarman. Very good.

Admiral Haruiee. I will do that and submit the rest for the record.!

1The Federal Maritime Commission has submitted commodity studies to the committee.
T}l%§e willtbe printed in “Part V. Discriminatory Ocean Freight Rates and the Balance
of Payments.”
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Those commodities would be canned and frozen fruit juices, woodpulp,
sugerphos hate fertilizer, potash, fertilizer, canned fruits and vege-
tables, sulfuric acid, electric motors, plywood, bicycles and motorcyecles,
and soda ash.

(The exhibit referred to follows:)

Pursuant to this program, 20 commodity pilot studies have been completed

as follows :
Canned meat.
Potash fertilizer.
Major household appliances.
Automobiles and trucks.
Canned fruit and vegetables.
Nitrogen fertilizer.
Electric motors.
Construction machinery.
Phosphate fertilizer.
Electrical machinery and industrial controls.
Canned and frozen fruit juices.
Sulfuric acid.
Radios, phonographs, and parts.
Standard newsprint paper.
Sulfur.
Sulfate woodpulp.
Soda ash.
Plywood.
Bicycles and motoreycles.
‘Walnut logs.

Admiral Harriee. In conducting these commodity pilot studies, the
Commission has established and maintained close liaison with the fol-
lowing Government agencies: Department of Commerce, Maritime
Administration; Civil Aeronautics Board; General Services Admin-
istration; Tariff Commission ; Bureau of the Budget ; Office of Emer-
gency Planning; Export-Import Bank; Inter-American Development
Bank; and International Bank for Reconstruction and Development.

These agencies have been most cooperative and helpful in furnishing
information.

As a part of this program, representatives of the Commission have
attended a number of industry meetings sponsored by the Business
and Defense Services Administration of the Department of Com-
merce. At these meetings the subject of ocean freight rates as a
possible deterrent to U.é. exports has been specifically docketed for
discussion. Information received from shippers at these meetings has
been considered along with all other information developed in con-
nection with the pilot commodity studies programed by the Com-
mission.

From these meetings it was found that shippers generally are con-
cerned with many factors affecting their ability to export, of which
the export freight rate is only one.

Furthermore, shippers appear to be even more concerned with the
problem of competitive freight rates from other foreign sources of
supply than with the lower inbound rate to the United g?ates.

Commission representatives attending these meetings have indicated
to shippers that the Commission desires to receive from them specific
examples of foreign-to-foreign competitive rates, competitive situa-
tions where they might have suffered loss of sales or difficulty in com-
peting because of a particularly high export freight rate. Also, it
was noted that in many instances manufacturing companies had not
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contacted carriers or conferences with requests for reductions in
export freight rates in trading areas where they felt such reductions
might be helpful. It was suggested that appropriate requests for
export rate adjustments first be made to carriers and conferences, and
if this did not result in a satisfactory adjustment, then the shippers
were requested to so inform the Federal Maritime Commission.
In a number of instances shippers have indicated to the Commission
that requests for rate adjustments have been denied and the details of
these transactions have been evaluated along with all other facts in our
pilot commodity studies.

Before summarizing some of the significant findings with respect
to the particular commodity studies, following are some general
comments:

The studies have shown that there are numerous and exceptionally
varied factors which affect the ability of exporters of a particular
commodity to sell and ship that commodity in various markets
throughout the world, and the ocean freight rate is only one of these
factors. With limited exceptions, it appears that the export ocean
freight rate is not the controlling or most significant factor in the
minds of American exporters as a specific impediment to their export
programs. Following are some of these factors which our studies in-
dicate are significant in restricting the ability of American exports to
compete in specific foreign markets.

Would you like me to read those or supply those for the record ?

The CHarRMAN. These are not necessarifiy in the order of their
importance, are they ?

dmiral Harueee. No, they are not, Mr. Chairman.

(The list referred to follows:)
. Foreign import duties.
. Prohibitions against imports.
. Currency restrictions.
. National habits and preference.
. Substantially lower cost of production in foreign countries.
. Lower ocean freight rates from other foreign manufacturing areas, as
compared with the rates from the United States.

7. American companies have established foreign manufacturing subsidiaries.

8. U.S. aid programs for assisting foreign governments in establishing their
own manufacturing industries,

9. Foreign nationalistic programs to develop domestic industries to the
exclusion of foreign imports.

10. U.S. Government restrictive export quotas.

Admiral HarLree. The importance or relative significance of these
various factors will be different in every instance, sometimes being an
absolute controlling factor which overrides the impact of any other
factors.

These commodity studies serve two purposes. First, they help place
freight rates in proper perspective as a factor in the movement of
the commodity. While 1t cannot be said that a particular inbound-
outbound disparity has any economic effect on the movement of that
particular commodity, the rate levels may, however, have a great
deal to do with its movement. And the magnitude of the disparity
may be evidence of an improper rate level. This suggests the second
utility of these studies. They should isolate those commodity rates
which are important in our commerce and warrant formal investiga-
tion to determine the propriety of their level. Thus far these studies

=233 FUNECY CR Y
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have resulted in three formal Commission investigations of rate levels,
and one factfinding investigation.

The CHAIRMAN. Just a minute, Admiral. What have you done
about steel ?

Admiral Harirge. Mr. Chairman, the iron and steel investigation
is a case which I will have to sit in quasi-judicial judgment on, and I
am strongly advised that is best for me not to discuss it. However,
mindful of the fact that you should be informed as fully as possible,
I have brought with me the chief of our Bureau of Hearing Counsel,
Mr. Blackwell, and would like him to give you some information on
that and to answer questions on that case. Mr. Blackwell?

Mr. Chairman, would you prefer for him to first give you a brief
rundown or would you rather simply ask questions?

The Cramman. Well, I do not want to go into the details of the
case. I simply want to ask what is the status of the investigation?

Mr. BLackweLL. Mr. Senator, hearings were held in New York City
and we called 14 witnesses from representatives of various steel inter-
ests. We also recently conducted hearings in San Francisco where an
additional 14 witnesses were called. We think that in both the New
York and particularly the San Francisco hearings there was rather
significant testimony on the ocean rate disparity problem.

The Cramman. Did the Commission introduce evidence itself?

Mr. BrackwerL. It certainly did. In fact, we introduced all the
evidence.

The CramrmaN. I see.

Mr. BrackweLL. There is only one intervenor in the case that is tak-
ing an active part. That is the Crucible Steel Co. They have been most
cooperative and Bethlehem Steel has been most cooperative as well.

We expect hearings to be held in Washington perhaps as early
as late April but certainly in May where the major stee companies
will testify as well as the carrier representatives. We anticipate
calling as many as 40 to 50 witnesses. And we have a considerable
abount of economic data to put in the record, data relating to the
steel movement, and data relating to conferences and independent
line iron and steel rate structure. In addition, we intend to put in
the record many hundreds of requests from shippers for rate reduc-
tions, some of which were granted, many of which were not. These
were procured by the Commission, the Bureau of Hearing Counsel,
through a section 21 order against the eight major conferences in
the trade and in each case there hasbeen compliance.

We have, in addition, approximately 20 outstanding subpenas that
have been directed to the independents in these trades and we antici-
pate proper return on those subpenas on the date that the hearing
1s held in Washin%{on.

The Cmamrman. Mr. Blackwell, what has been the general testi-
mony of the big steel companies about these rates? Have they mini-
mized the importance of the differential and in effect defended the
carriers?

Mr. BrackweLL. We have only called one witness from what you
might term a big steel company and that is Crucible. We had on the
stand in New York Mr. Paul Hubert, international vice president of
Crucible, whose headquarters are in Paris. Mr. Hubert intends to
return to Washington for further testimony in the case.
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Crucible is not the classical major steel company. It produces
primarily low-carbon specialized steels. The Crucible people indi-
cated, Mr. Hubert did in his testimony, that the ocean freight rate
to Crucible is particularly significant. In fact, the record shows
that it is significant enough that in their European business, that is,
the movement from the North Atlantic to Europe, Crucible uses the
services of Meyer Line exclusively, an independent carrier which
traditionally has had a 10-percent differentially lower freight rate
than the conferences lines.

I would rather not, unless I was pressed by the Senator, discuss the
testimony of the major steel companies. We have statements and
witnesses from each of the other 19 or 20 steel companies which we
intend to insert in the record and also interrogate these gentlemen,
and I do not think it would be quite proper, sir, to release their testi-
mony in advance at this hearing inasmuch as the steel case is an
adjudicatory proceeding.

The Cramman. Without going into the details of their testimony,
do they in general defend the carriers and uphold the existing rates?

Mr. BrackweLr. I think if we can synthesize their position, and
it is rather difficult to do that, but if we can synthesize it, the position
that the major steel companies will take is, one, many of them are
not interested in the movement, in exports. Two, that although they
will acknowledge——

The Cramman. Are they only interested in imports?

Mr. BLacKWELL. Some of them are, sir.

The CrarmMaN. We have been hearing the loudest-complaints from
the steel industry how their prosperity is threatened by the increasing
imports of steel. They are demanding higher tariffs and complaining
about dumping.

Mr. Brackwerr. The major steel companies indicate to us that,
while the outbound freight rate is a factor they certainly consider in
the movement of their cargoes, the landed costs of their goods in the
European markets and in the Japanese markets are so high that they
can consider the freight rates as being insignificant.

The Crarman. Well, now, do you find atomization of freight rates
in the steel industry? You remember that we produced evidence last
year on main commodity classes in steel and found these really extraor-
dinary differentials. Then the complaint was made that these were
not typical, that there was a whole series of such classifications where
the rates were, in practice, lower than the classification for the sub-
group. Do you find that there has been atomization of rate schedules,
or if I may use another highfalutin word, morselization of rate
schedules?

Mr. BrackweLL. Not to my knowledge, Mr. Chairman. It is my
view that the statistics on the ocean steel rates that were inroduced at
the first session of the Joint Economic Committee were accurate, and
that those are the rates that the steel moves at in most trades.

Chairman Doucras. The defense of the carriers that these were not
tyg}cal in your judgment was ill founded ?

r. BuackweLL. I would say so, to the extent that I have knowledge
of the situation, sir.

Chairman Doueras. Are there secret rates?
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Mr. BrackweLL. No; we have not uncovered any secret rates. We
have perhaps thousands of rate requests of steel companies, both
large and small, to various conferences. I think a reasonable man
can draw a fair judgment that, by and large, the ]a,rge shipper is
probably accorded better treatment in terms of rate re uctions than
the small shipper.

Chairman Doucras. Isn’t the rate reduction granted in the form of
a specification ?

Mr. BLackweLL. Many times it is, sir.

Chairman DoucLas. That is what I referred to as the atomization
of the schedules.

Mr. BrackweLL. In fact, it reached one point where several repre-
sentatives of big steel actually consulted a conference chairman, or at
least a rate committee, proposed a modification of the entire iron and
steel tariff, did so in terms of the tariff structure itself, and also in
terms of the rate structure and, by and large, the recommendations
were accepted by the conference.

Now this, I think, indicates the bargaining power that at least some
of the large steel companies have in getting equitable rate adjust-
merits from the conferences.

Chairman DoucLas. Getting reductions. -

Mr. BLackweLL. Getting reductions.

Cl%airman Doucras. By splitting up the classification, isn’t that
true

Mr. BuackweLL. In sense, yes, definitely. But this was a reclassi-
fication of the entire tariff structure concerning iron and steel.

Chairman Doucras. The smaller shipper is not able to obtain these
reductions, isn’t that true? His steel 1s classified at the general sub-
group rate, isn’t that true?

Mr. BuackweLL., Many times we have found that, with an item
that hasn’t moved in the trade, or a new item, this is one of Crucible’s
arguments, actually, that at a time when a new commodity or a new
product needs an initially low rate to penetrate the market, they are
1nitially with the not otherwise specified rate, which is higher and
at the very critical time when they need the lower rate, they either
can’t get it or have to engage in a prolonged discussion with the con-
ference in order to bring the rate down.

This is one of the things we think that was beneficial about the New
York hearing, that was part of the record. Many steel people, both
small ones and people like Crucible, who engage in the export of spe-
cialty products, feel hindered by the so-called not otherwise specified
rate, which classifies their commodity in a higher rate range rather
than a specific commodity which is usually lower.

Chairman Doucras. The only company which made a formal com-
plaint was Crucible.

Mr. BrackweLL. Crucible intervened in the case, and has cooperated
with the Commission and has produced a witness whom we called in
New York. We expect to have that witness here in Washington when
the case reconvenes.

Now on the west coast we developed, I believe, some rather startling
testimony. The Kaiser people indicated that the higher freight rates
which have prevailed in the Pacific westbound trade, both to Japan
and to the Philippines, have caused their movement of certain steel
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items to decrease from roughly 7,500 to 3,800 tons. Their general
manager and vice president directly attributed the drop in the move-
ment, to the high freight rate.

We had three other witnesses who testified that high freight rates
impeded, not only impeded but actually frustrated the movement of
their goods to the Far East, steel items that is, and actually caused
a decline in that movement.

In one case an American shipper of steel on the west coast movin
steel to the Philippines had the same rate that a British shipper ha
moving steel from England to the Philippines, a distance of some
5,000 miles longer.

Chairman Doueras. Now what about the inbound rates? Is there
any evidence to indicate that the differential on inbound rates fostered
imports into this country ?

Mr. BrackweLL. We haven’t tested either the high rate or the low
rate In terms of its propriety or reasonableness, simply because we
haven’t called the carriers or the conferences.

We intend to do that at the hearings in Washington. We have had,
frankly, a split in terms of the interests that are prevailing on the
inbound problem. Many steel importers claim that they will be
driven out of business if the rates are increased.

Other domestic companies are complaining they will be driven out
of business if the rates stay as they are, because the domestic producers
are losing certain markets to foreign suppliers.

We have a very strong representation in the hearing by attorneys
for the steel importers. We intend to hear many more of these people.
There is a segment in the gulf, frankly, that we would like to hear,
but we are not sure that the Commission has funds to conduct a hear-
ing in the gulf.

We might very likely call these people to Washington and testify.

Chairman Doueras. When do you expect to finish ¢

Mr. BrackweLL. We will have completed the hearing at the termi-
nation of the Washington proceedings, which if they commence in
May should last probably through May and end in June.

Chairman Doucras. Then will you be in a position to make on order,
Admiral?

Admiral HarLiee. Yes, we will. Of course after they finish the
hearing, then the exceptions and replies to exceptions and oral argu-
ment, and then we would make a decision.

Chairman Douvcras. This is before an examiner ?

Mr. Buackwerr. It is, sir.

Admiral HaruLes. Yes.

Chairman Doueras. So then there is an appeal from the examiner
to the Commission ¢

Mr. BLackwerL. There will be briefs by the parties.

Chairman Dovucras. That could drag along for another year,
couldn’t it? .

1 Adr’niral Haruiee. It could, but it would be up to us to see that it
oesn’t.

Chairman Doucras. Go ahead, Admiral. Thank you, sir.

Admiral Harwiee. The commodity studies will be a continuing
function of the Commission. In selecting future commodities for
study, consideration must be given to the most significant commodities,
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in tonnage or revenue in the various trades. To have a full under-
standing of the economic impact and the extent of disparities, the
Commission must study the disparities on those significant commod-
ities. It was for this reason that the Commission, in its section 21
orders, asked the carriers to identify their 15 most important
commodities.

A final point should be made, I think, about the disparity matter.
I have stated that the particular disparity itself has no economic effect
on the movement of that particular commodity. However, the exist-
ence of a pervasive disparate rate structure in a given trade can have
and necessarily will have a pronounced effect on the general movement
of cargo in that trade.

If it is established, for example, that. the entire rate structure out-
bound is substantially higher than inbound, it is an inescapable con-
clusion that this disparate structure itself compels the outbound move-
ment to bear a greater part of the costs of the roundtrip than the
inbound, and that the disparate structure itself constitutes a restraint
upon a diminution of export capability, and a resultant disadvantage
to the U.S. balance-of-payments position.

I'might add here with relation to Mr. Boggs’ presentation yesterday,
that we would of course hope to do the same type of thing on a wider
scale, and that is why we are looking for the information.

Dr. Mater, in his presentation, will go into detail and illustrate these

oints.
P The fourth recommendation of this Committee was:

4. The Federal Maritime Commission should :

(¢) Request information from shipping conferences on rates be-
tween Europe, Japan, and third market countries.

(b) Compare these rates to the rates on U.S. exports to these third
market countries.

(¢) Indicate the mileage from Western European and Japanese
ports and United States ports to these third areas.

In its fourth recommendation, this committee identified a problem
which is most serious to our export trade, but a problem which the
Commission is least able to cope with.

It has become apparent that many shippers feel that the export
freight rate from the United States is detrimental to them, not so much
because of a low inbound rate on the same commodity, but because the
ocean freight rates from other competitive foreign sources of su%ply
are lower than the rate from the United States. They allege that these
foreign-to-foreign rates are lower in some instances, even though the
distance from the foreign competitive source of supply is further from
the market than the United States.

This committee is familiar with the difficulties already encountered
by the Commission in its efforts to obtain foreign rate information.
We have had some small success in obtaining this information and
have furnished it to the committee staff, along with comparisons with
U.S. rates, and mileage comparison figures." What information we
have obtained was procured with the assistance of our embassies
abroad, and from independent sources, such as shippers, as well as
conferences and carriers. I must point out, however, that verification

1 See pt. IIT of the committee’s hearings on “Discriminatory Ocean Frelght Rates and
the Balance of Payments.”
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of this information is all but impossible, and its accuracy, in any
event, is diluted by the widespread rebating practices generally ac-
knowledged to exist in foreign-to-foreign trades.

Chairman DoucrLas. Admiral, this last sentence is very interesting.
Now in general the foreign rates are lower than our rafes. Are you
saying that in addition to this, there is widespread rebating so that
the actual shipping rates charged are still less?

Admiral Haruiee. This is our belief, Mr. Chairman, yes, sir.

Chairman Doucras. Now is this belief founded on tangible evidence
or is this a suspicion ? :

Admiral Harueee. I would say that it is a belief founded on what
in the maritime world would be considered probably common knowl-
edge. It would be very difficult to prove in a legal proceeding because
of the difficulty in getting evidence which would stand up in court
about rebating abroad in foreign-to-foreign trades.

Representative Curris. Butisit all illegal ?

Adpmiral Harrree. No, it is not illegal, but it does mean that the in-
formation which is obtained about foreign-to-foreign tariffs is not
essentially correct.

Chairman Doucras. In other words, the disparity is even greater
than is indicated by a comparison with the published rates.

Admiral Harrree. This 1s our belief, Mr. Chairman. This is as I
say substantiated by common knowledge. It is not really practical to
legally establish this. . .

Chairman Doucras. Under whose jurisdiction are these foreign
conferees?

Admiral Harueee. The European countries and Japan do not be-
lieve that conferences ought to be under any nation’s jurisdiction.

Chairman DoucLas. In other words, they are unregulated interna-
tional cartels, outside the control even of the governments in which
they are located ? -

Admiral Haruiee. Essentially that is true, Mr. Chairman. The
European nations and Japan of course exercise some small minimal
control over them, but their basic belief is that they are international

oups and should not be subjected to any government’s control. That
1s their belief.

Chairman DoueLas. Daniel Webster defined a corporation as fol-
lows: “a being invisible, intangible and existing only in the contem-
plation of the law.” That is a fairly ghostlike interpretation of a
corporation. But a conference is invisible, intangible, and does not
exist in contemplation of the law. This is the most rarified type of
ghost that I have ever heard. And these conferences are extremely
powerful.

Admiral Haruiee. That is true.

Chairman Doueras. Congressman Curtis?

Representative Curris. On this point, just as a matter of informa-
tion, are any of these foreigh lines owned and controlled by the foreign
governments themselves?

Admiral Haruiee. In some cases they are. However, this is gen-
erally more true in the Latin American countries and in newly de-
veloped countries than it is in the major maritime nations of Europe
and Japan.

Representative Curris. But where that exists, are any of these lines
involved? I guess they are in some of these conferences.
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Admiral Haruige. Oh,yes;they are.

Representative Curtis. That makes it even more sticky when the
government itself is involved.

Admiral Haruree. That is quite true, Congressman.

Chairman Doueras. Mr. Boggs informs me that at the Geneva Con-
ference, which has just started, the so-called developing countries have
asked that the international shipping conferences be subjected to
international regulation.

Admiral Haruiee. This is a desire on the part of the newly de-
veloping countries, which of course the major maritime nations feel
is unwise, I mean the major maritime nations of Europe and Japan.

Chairman DoucLas. I must say I am disposed to agree with the
developing nations.

Admiral Harueee. Furthermore, in many instances it has been diffi-
cult or impossible to identify the particular lines or conferences in-
volved in the foreign-to-foreign competitive trade.

The second difficulty grows out of the jurisdiction of the Commis-
sion. The Commission %fas absolutely no power, and I am sure you
would agree should have none, over foreign-to-foreign commerce.
For the most part, the conference and carriers in U.S. commerce dis-
claim any knowledge of or responsibility for rate setting in foreign-
to-i(.’loreign trades, despite the fact that many carriers are in both
trades. ‘

If the same carrier is not involved in the fixing of the competitive
rates, the Commission’s jurisdiction is restricted to determining
whether the outbound rate from the United States is so unreasonably
high as to be detrimental to the commerce of the United States, or if
a conference rate is involved, whether it is detrimental to the com-
merce of the United States or is contrary to the public interest.

Knowledfe of the third-country rate, however, is important be-
cause a wide disparity in rates here can also suggest an unreasonable
rate level in U.S. commerce, a problem within the jurisdiction of the
Commission.

Nevertheless, the comparison between the U.S. export rate and the
third-country competitive rate would just be one of a number of fac-
tors in determining whether the U.S. export rate is unreasonably high
or is causing detriment to U.S. foreign commerce.

However, in a situation where the identical carrier is involved in
the trade, a different regulatory situation would appear to exist. Sec-
tion 17 of the Shipping Act, 1916, provides that “no common carrier
by water in the foreign commerce shall demand * * * any rate * * *
which is unjustly prejudicial to exporters of the United States as com-
pared with their foreign competitors.” If, after notice and hearing,
the Commission finds that the carrier involved was charging rates
which are unjustly prejudicial to U.S. exporters as compared with
foreign competitors, the Commission may order the carrier to alter
the rates to the extent necessary to correct such prejudice and order
the carrier to discontinue the collection of such prejudicial rates.

Chairman DoucrLas. Just a minute. This is a very important point
that you made. In other words, as I understand it you are saying
that though you have no control over the inbound conferences, you are
able to reach the American carriers which are members of the inbound
conferences, is that right? Have I understood you correctly ?
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Admiral Harueee. No. We can of course naturally reach American
carriers better than others, but that is not really the point of this.

The point is that there is a section in the law which does provide
that if rates discriminate against U.S. exporters in competition with
foreign exporters, we can disapprove the rate. However, our efforts
along these lines of course are trailblazing. The precedent has not been
set for this. This is a difficult area which we are now in the process
of developing. Ithasn’tbeen done before.

Chairman Doucras. This is for third countries.

Admiral Harueee. Third country rates, due in part, in large part,
to the problems that I have pointed out with regard to information
and proceedings.

Chairman Doueras. Where the same carrier will charge a higher
rate, let us say, from New Orleans to Venezuela than it will charge
from Liverpool to Venezuela.

Admiral Haruree. Yes, that is the type of situation to which the
law goes. But of course there would have to be a hearing conducted.

Chairman Doucras. T understand.

Admiral Harciee. And there would be a defense introduced on
why the rate was lower from Liverpool, and so forth. The law does
contain that provision, which should be the subject and will be of course
the subject of proceedings. The case of the boilers will be our prece-
dent case there.

Because of these considerations, efforts have been undertaken to find
situations where the same carrier is charging rates from the United
States, and at the same time is charging substantially lower rates from
a foreign area to the same destination country. Our Bureau of In-
vestigation is presently in the process of contacting various shinpers
and shipper grouns who have indicated that they may have evidence
which will assist the Commission in developing proof of a situation in-
volving a single carrier in competitive United States and foreign
trades.

This is one of the issues to be determined in the formal hearing
ordered by the Commission on freight rates on boilers.

The foregoing is a summary of the important regulatory activities
undertaken by the Commission in the last 7 months. Out of these
activities has come, however, a clear indication of certain limitations
the Commission must work with, and I would like to advert. to them
in closing.

There are two principal limitations to effective regulation by the
Federal Maritime Commission. Both of these limitations inhere in
the fact that we are regulating what is essentially international in
character.

The first limitation is related to our ability to affect the rates being
charged. A utility type of rate regulation is neither possible nor de-
sirable. Our export rates are another country’s export rates, and
vice versa. We cannot fix an inbound rate without, at the same time,
fixing another country’s import rate. .

This, of course, does not mean that this country must stand idly
bv while a particular rate discriminates against the United States.
The Commission can and will take action. But by far the majority
of rates must remain free from governmental control. And yet rates
are the most important aspect of the shipping problem.
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The second limitation pertains to the ability of the Commission to
obtain the information about carrier and conference activities neces-
sary to do its regulatory job.

Foreign governments traditionally resist the attempt of another
government to obtain documents physically located inside their coun-
try. Thisisno less true with respect to shipping.

Our foreign allies disagree with the United gtates over the necessity
and wisdom of regulating shipping. We must face this fact. We do
not have to agree with each other, but we must not disregard or ignore
each other’s legitimate concerns.

We intend to avoid, wherever possible, actions which are particularly
objectionable to our friends. They, for their part, however, must un-
derstand our legitimate interests and cooperate with us to correct dis-
criminations against U.S. commerce.

Our current negotiations demonstrate, I believe, that, while dis-
agreeing in principle, friendly nations can come together and find
acceptable solutions to difficult problems.

We do not expect that they abandon their principles, and we in-
tend, where possible, to avoid direct conflicts. But they must under-
stand also that it is the desire of this Government, reaffirmed by Con-
gress over a 50-year period, to exercise supervision over shipping, and
particularly over anticompetitive combinations such as conferences and
pools. The laissez-faire alternative to supervision, this Government
believes, is not only contrary to the interests of the United States, but
also contrary to the interests of international shipping.

Therefore, the Commission intends to do its regulatory job. It will
issue orders where that is necessary; it will hold formal proceedings
where that is necessary; and it will approach other governments
through diplomatic channels where that is the best course indicated.
These are all questions of means, and the Commission must be wise
and prudent in selecting the proper means. But the end is clear: the
elimination of discriminatory practices from our commerce.

Chairman Doucras. Thank you very much.

Admiral Harciee. Mr. Chairman, I would like to suggest the pos-
sible desirability before further questioning of Dr. Mater, making his
presentation, because it may answer in good fashion some questions.

Chairman Doucras. I agree. I merely wish to congratulate you on
your statement, and the obvious improvement in the intellectual tone
and determination of the Commission since you became chairman of it,
anc%f also if I may say so, the obvious improvement in the quality of the
stafl. :

Admiral Harceee. Thank you very much, Mr. Chairman. T cer-
tainly agree with the latter.

Chairman Doucras. Mr. Mater.

STATEMENT OF DANIEL H. MATER, FEDERAL MARITIME
COMMISSION

Mr. Mater. My name is Daniel H. Mater from the Commerce
Department. I have been on loan to the Federal Maritime Commis-
sion since the first of the year, and before that on loan for a period of
a few weeks to your own committee. Still earlier, I did some work
on the same subject out of the Under Secretary’s Office in the Depart-
ment of Commerce.
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. When I went over to the Maritime Commission, it seemed to me
that there might be some way of ascertaining the extent to which
and whether or not freight rates outbound are higher than they are
inbound on a trade-by-trade basis.

In the time that I have had I couldn’t attempt this on all of the
trade routes, but I have examined two trades: the one between Japan
and the Atlantic and Gulf coast ports of the United States, and the
other between West Germany and North Atlantic U.S. ports.

As T studied the problem, I was surprised to find how difficult it
was to define the problem. It wasn’t as simple as it sounded. There
are several definitions or approaches that one might use to study and
to find out whether or not outbound rates are higher or lower than
they are inbound. :

If time permitted, I would spend time showing the wrong ways
that one might take. To give an example, one might simply—well,
as a shorthand method—add up all the rates, get some kind of an
average of the rates in one tariff and compare it with the average
of the rates in another tariff.

The deficiency of this is that it is perfectly possible that the consist
of traffic in one direction is higher or lower in value than that in the
other, and therefore an average that would not be very meaningful
in the sense of the word which we are considering here—that is,
whether or not. freight rates are higher outbound than inbound.

At length I became convinced that it had to be done on the basis of
matching rates, finding the rate' outbound and inbound on each
commodity. Since I could not consider all of the rates in a tariff,
I had to resort to a sampling basis; I used a 10-percent sample.

In case of the Japanese trade, for example, I took every 10th
rate in the outbound tariff beginning with item 3.

Chairman Doueras. How many were there?

Mr. MaTER. In the outbound tariff there were 1,010 items.

Chairman Doueras. And in the sample?

Mr. Marer. 101. ' -

The inbound tariff was smaller, 600 rates and therefore 60
in the sample. At this point I might mention that as I worked
along it became obvious that any tariff is an outbound tariff, and
what we consider an inbound tariff from Japan is really Japan’s
export tariff. And, of course, an outbound tariff reflects the shipping
or the exports of that country and the potential of that country to
export.

Now, as has been said here, I think, it is not often that one would
find a given commodity moving in heavy volume in both directions.
And if T may go one step further, before I turn to the charts, if the
classification is finely enough divided, there couuldn’t be any com-
modity which would move at all in both directions. All you have to
do is to made the discriptions fine enough and every commodity be-
comes unique.

Well, now to turn to the charts, this first chart is of the ocean freight
rates between Japan and the U.S. gulf and Atlantic coasts. These
rates, in fact all rates used in this study were in effect as of November
19,1963. There have been changessince then.

Chairman Doucras. I would like to have this full report made a
part of the record.

. Admiral HarLLee. Yes. We submit that for the record.

(The report referred to follows:)
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OCEAN CONFERENCE FREIGHT RATES

Inbound versus Outbound

The present inquiry concerns the freight rates of the liner or common-
carrier service. These are published rates for the movement of general cargo
between regular ports of call on a regular basis. Time has permitted inquiry
only with respect to West Germany and Japan.

CHAPTER 1

The Freight Rate Structure with Japan

In the case of both Japan and Germany, the inquiry is two-fold: (1) an
across-the-board analysis of the tariffs; and (2) an analysis of the freight
rates of the important comm?dities.

General. -- The general-cargo trade between Japan and the United States
Atlantic and Gulf coasts is of major importance on trade routes 12 and 22; the
freight rates for this liner service are contained in two tariffs -- one for
each direction. The rates in eéch tariff are established by a conference of
shipping companies.

The inbound tariff, No. 32, issued by Japan-Atlantic and Gulf Freight
Conference shows the names of the participating carriers and the many sub-
sidiaries. Four of the nineteen members are American. The outbound tariff,
No. 23, issued by the Far East Conference, shows the names of the participating
carriers and the many subsidiaries. Five of the ninefeeh members are American.
Most of the companies belong to both Conferences including four of the five
American companies.¥

The outbound tariff reflects or has as its basic purpose the provision

of freight rates for the trade which moves from U, §. Atlantic and Gulf ports

* See note at end of the chapter.
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to Jepan. The inbound tariff, in like manner, presents rates on commodities
which Jepen ships or hopes to ship to the U. S. through Atlentic end Gulf
ports. Other tariffs contain the rates to and from other Far East ports

and other ports of the Ui:ited States.

It is infrequent that a given commodity moves in heavy volume in both
directions, although gradusal changes in direction and in commodity movement
are constantly takj.ng piace. Gemerally, fhe freight ra.te on ; givehn com-
modity between given ports is lower if that commodity moves in heavy volume
than if it moves in small volume. Thus, one would expect the rates on our
exports--especially the major-moving ones--to be lower than the rates on
those same commodities inbound. In like manner, one might expeét the import
rates from Japan, especially on major-moving éommodities , to be lower then
they are into Jspan. The question arises as to which difference is the
greater; that is, does Japan have a net freight-rate edvantsge, or do we?

The tariffs are sizesble, eachcomposed of a few hundred pages and
meny hundreds of rates. It is obviously not a simple task to ascertain
vhich tariff has the lower prices. It is.,at once epparent also that there
are several ways of meking overall comparisons, each heving a certain value.

The following epproaches have been used in this portion of the study of
the rates with .i'apan:

1. A sample was taken of the rates to Japan end compared with a similer
sample of rates from Japen.

2. (a) Bach rate in the sample of the exportta:m& wes compared with its
counterpart in the opposite direction--that is, the import rate on the same
item.

2. (b) In like manner, a sample of the inbound tariff vas teken, and

each rate corpared with its matching export rate.

20-707 0—64—ipt. 4——6



Chart I

OCEAN FREIGHT RATES BETWEEN JAPAN AND U.S. GULF-ATLANTIC COASTS
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3. The inbound and outbound rate samples and their counterpart rates
veré placed into a single erray.

The rates used in these three methods appesr in appendix tebles 1 and 2.
Method No. 1 consisted of taeking a 10-percent sam;;le of the export
tariff; and a 1l0-percent sample of the import tariff. This was done by tak-
ing every tenth rate in each of the tariffs, beginning with the third item in

each.

For the purpose of cherting, the two l0-percent samples were dovetailed
into a single array so that the rates progress from the very lowest to the
very highest. Ch'a.;rt I shows this progression of rates; the solid bars depict
export rates and broken bars import ra.tes.‘ The results speak for themselves.
The middle one of the 10l rates in the sample of the export tariff is $50.00;
and the midpoint in the ascending scale of the sample of the sixty rates from
the import tariff, which is much smaller, was found to be $43.75. 6n'this
broed and rough measure, the‘ﬁ'eight rates from the U. S. Atlantic and Gulf
ports to Japen are 1k percent higher than from Japan.

Although the two 10-percent samples reveal that export rates unques-
tionably are higher than import rates, they do not reveal how rates compare
inbound versus outboun(i on any given commodity. Such comparison 1s germane
and follows in Chart II. .

Chart II uses the same two 10-percent samples; in addition, the matching
or return rates have been added. For example, from the in'bound tariff the
matching rate was found for each one of the rates in the 10-percent sample of
the export taeriff. In like manner, to the 10-percent sample of the inbound
tariff were added the matching export rates, commodity by commodity.

In the upper half of Chart II are plotte& the rates of the 1l0-percent

sample of the export teriff and their matching import rates; 0f the 101 export
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rates, 1t' was not possible ’to find’ a sensible matching rate in fifteen cases.
The eighty-six export rates and their matching import rates were di.vided into
M groups and plotted accordingly; the larger group of fifty-four pairs is
of those in which ez;.ch export rate is higher than its counterpart inbound
rate. In thirty-two cases, on the other hand, the sample export rates were
found to be lower on a given commodity than the counterpart import rates.

. In other words, in 63 percent of fhe cases it is chesper to ship in-
bound, commodity by commodity, on the basis that our export tariff has rates
which are higher than the rates on the same commodities inbound.

It is important to realize that generally a given teriff is built around
exports; the outbound tariff in this case, covering the trade froni United
States North Atlentic and Gul_f ports_ to Japanese ports reflects the exports
of this country from the port ranges indicai:ed ; and the inbound teriff, on the
other hand, reflects the éxport potential of Japan. The sbove fact should be
thought of in relation to the previously-mentioned point that practically no
commodity moves in heavy volume in both directions between two ports. Also,
to reiterate, rates are lower, by and large, on commodities which move in
great volume than they are on commodities that move in small volume. There-
fore, one would expect the rates on our exports to be generally lower than
‘the impdrt rates on the same commodities. Fotice that the top panel of Chart
II shows just the reverse: commodity by commodity; Ja-panese‘ rates are lower
than are those in the tariff which refiects our own export potential.

The comparison on the' ‘bagis of matching rates, commodity by commodity,
is only half completed when done on the basis of a sample of either of the
tariffs; it is important to start also from the other side of the ocean, so

to speak.
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When the inbound rate sample, therefore, was éompared vith the metching
export rates, it was found, as the bottom half of Chart II shows, the out-
bound rates are higher than the inbound rates in 80 percent of the cases.

This result was to be expected in principle, but not to such an extreme degree.
In summery, where we might expect to find ourselves strong, we are not; and
vhere we might expect to f£ind ourselves weak, we are even wesker. Starting
from either tariff, rates outbound are higher than inbound, commodity by com-
mdjrty.

Having made the comparison with each tariff as the starting point, the
question arises as to what a composite _of the two measurements might show.

Chart III supplies the answer. It cc;nta.ins both 10-percent samples and both
_sets of return rates. . This means eight-five export rates and their matching '
eighty-five import rates; plus the sixty rat_es from the Iimport sample and
thei;z- matching sixtsr return rates. A.}.together, 290 rates are in the com-
posite plcture. As pre»ii;oulsly stated, there were an esdditional fifteen rates
in the export sample for which: no métching import rates could be found; tﬁey
were, accordingly, .omitted from Charts II end III, elthough some vere satisfac-
tory for u.ée in Chert I.

Chart III presents sometf:ing approximating a 20-percent sample of the
body of rates designed for moving traffic between the two sets of ports, plus
the matching rate in every 'cgse. It was found ,- as the chart shows, that there
were more than twice as ma.n'y‘cases in which the rate ou't:.'bound on a given com-
modity is higher than the inbound rate: 7O versus 30 I;ercent.

) To these quantitative measur:em.enfs should be added a q\ialitative point.
If one looks at‘ the bottom half of Chart III, it 1s obvious that the export
rates are measursbly higher than the import rates; whereas in the upper half

of ‘the chart, it can be seen that only occasionally is the export rate
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measurably or substentially lower than its matching import rate., Thus,
export rates not only are higher than the matching import rates in 7O
percent of the cases, but the m to vhich they exceed import rates is
greater than in the reverse comparison.

It will be recalled that on an unmatched basis the median rates wvere
$50.00 and $43.75, outbound and inbound, respéctively. This approach was
used as a kind of helpful first view. Although the finding is in keeping
with that of the matching-rate basis, it is the latter which leaves no
reasonable doubt that the basic ocean freight-rate structure is more
favorable to Japan than it is to the Atlantic side of the United States.

The difference depicted is between the inbound and outbound general.-
cargo freight-rate levels. The value of the réndom-sam,ple method is that
each item, large or small, 1mpor§ant ‘or unimportant, receives one vote
in the analysis.

Major-moving commodities.--From the measurement of the nation's rela-

tive position in terms of the general rate level, one may proceed to evalu-
ate the various claims sbout the rates on the "important commodities”
moving in this same trade. Before so proceeding, however, it will be
observed that the survey of the overa]-_l liner-rate structure' between
Japan and the East Coast of the United States indicates mo more sbout the
general situation of the remainder of our trade routes than that the' séme
type of analysis would appear to be in order.

One frequently hears the idea erpreééed that the Federal Maritime
Commission should confine its rate attention solely to the rates of the major-
moving commodities--meaning maJor-mn;ving m:ports As earl:lei' stated, a

tariff fits or is built around the exports of a country; therefore, from a
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Table 1

OUTBOUND VERSUS INBOUND RATES

Rates on Major Moving Commodities from U. S. Atlantic & Gulf Ports to Japan
Compared to Rates from Japan to Atlentic & Gulf Ports of the U. S.
on Same Commodities (Bulk Excluded)
(This teble is a copy of that submitted by the Carriers, except as indicated in the footnote)

Com- Correction
modity of Inbound
No. Commodity Outbound Inbound Rate
1 Additives, non-hazardous, N.0.S. $48.25 W/M $62.25 W/M
2 Airplsnes und parts 68.00 W/M 75.75 W/M
3 Autos, unboxed 49.25 W/M 2k.00 W/M
b Carbon black 22.00 W/M b, 50 W/M
(es industrial
chemicals)
5 Cotton, raw, high density 2.00 - 100# 5.50 - 10U¢
6 Pipe, conduit bent, iron and
steel 36.00 - 2240/450  2h.25 - 22L0/40
T Pipe, conduit bent, straight
iron snd steel 32.75 - 22hof 24,25 - 224o#
8 Iron and steel shapes (not
febricated) 30.50 - 22hoff 18.50 - 22hof
9 Tinplate, secondary 32,75 - 2240f 53.00 - 22hof#
10 Screp metal, aluminum 32.00 - 2000# 29,00 - 2000#
n Screp metal, brass 26.25 - 2000# 22,75 - 2000#
12 Concentrates, packed, copper 16.50 . 22hof 69.72 - 22Uof $62.25 W
13 Synthetic resin 50.00 - 2000# 62.30 - 2000#
14 Rosin and sizing N.0.S. 31.00 - 22hof 83.70 - 22Loft
15 Synthetic rubber in bags 45.00 - 2240#  10k.50 - 22hof
16 Synthetic rubber, not in bags 45,00 W/M 62.25 W/M
17 Shells, mussel 28.50 - 2000# 35.75 - 2000# 27.50 W
18 Stoves and ranges, oil or coal 49.00 W/M 62.25 W/M 31.00 W
19 Tetraethyl lead 65.50 W/M 62.25 WM
20 Tobacco, unmenufactured a/ 87.25 - 2000# 104.00 - 2000# 51.75 M
21 Flour, whest, in bags 22,00 - 2000# 81.00 - 2000#
22 Ivbe oil and grease, packed 35.00 - 22kof 55.75 - 22hof
23 Petroleum solvents 45,00 W/M uk,50 W/M
24 Cargo, N.0.S. 83.75 W/M 62.25 WM
25 Machinery, N.0.S. 61.25 W/M 42,00 W/M

Source: Outbound - Far East Conference Teriff #23.
Inbound - Japan Atlantic & Gulf Freight Conference Tariff #32.

1
Notes: 1/ Rates indicated sbove as of November 1, 1963.
2/ W/M = 2000 1bs. or 40 cwbic feet.

Where necessary, the inbound rate has been adjusted so that its rate basis will reflect
the same rate baesis as the outbound.

F.M.C. notes: a/ Inbound $104.00 for tobacco leaf in hogshead W; $51.75 tobacco leaf
£iller; M.
First and last columns added.
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commodity-by-commodity approach one might expect to find a nation's exports
to have freight rates which are lower than those on ﬁl;e same commodities
inbound. Partic.ula.rly might this favo:;able‘ condition be expected in
regard to the major-moving commodities.

With these expectations in mind but not necessarily acceptable in
principle,' consi@er the inbound and outbound rates present;ed by the Committee
of American Steamship Lines to the Joint Economic Committee on November 19,
1963. The following teble is reproduced from that presentation except that

. the items are numbered and certain corrections and footnotes added, as
indicated.

" The Carriers' table, according to the title, shows the rates to Japan
from the United States Atlantic and Gulf coests on twenty-five major-
moving commodities. It must be emphasized that these ;.mportant commodities
are outbound only. Evén on this sele.cted sample of twenty-five exports,
ten of the rates are shown to be higher outbound than inbound. In additionm,
there were among the inbound rates some with which there is disegreement,
After making necessary rate corrections » twelve of the twenty-ﬁ.ve items
have rates which are higher outbound "cha.u inbound. Further, the thirteenth
item should probably be added to the iist of lower rates inbound; and
finally, one of the items perhaps should have been omitted. Thus, on the
basis of the Carriers' own presentation of only major-moving outbound
commodities, freight rates to Japan are higher than from Japan in half
or more of the cases.

Finally, let us considexl our export rates to Japan on the principal
commodities which Japan ships to the Bast Coast of the United States. It

is not easy to find data concerning such important incoming commodities,
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Table 2

MAJOR MOVING COMMODITIES FROM JAPAR TO U. S, ATLANTIC

AND GULF PORTS, PLUS MATCHING EXPORT RATES

683

INBOUND INBOUFD COMMODITY DESCRIPTION INBOUND  OUTBOUND OUTBOUND
TARIFF AND COMMENT RE MATCHING FREIGHT TARIFF FREIGHT
ITEM EXPORT DESCRIPTION* RATE TTEM RATE
NUMBER RUMBER
CANNED GOODS:
375 Fruits $33.00 W/M L8 $55.75 W/u
375 Meats 33.00 W/M 168 55.75 W/M
1369 RAMIES k1.00 w/M 578 32.75 W/M
550 LINER 45.75 W/M 7080 65.50 W/M
555 COTTOR BAGGING 36.00 W/M 240 65.00 W
555 COTTON GOODS, K.0.S. 36.00 W/M 520 83.75 W/M
555 COTTON YARN 36.00 W/M 297h 56.25 W/M
ELECTRICAL GOODS:
635 Motors 43.50 W/M 1625 61.25 W/M
635 Radios 23.50 W/M 2715 61.25 W/M
HARDWARE:
845 Shovels 38.25 W/M 2500 103.25 W/M
MACHINERY AND PARTS:
1095 N.0.S. k2,00 w/M 1625 61.25 w/M
METAL WARE:
645 Enamel Ware 3%.00 W/M 1221 83.75 W/M
1210  NOVELTIES:
Animal Heads, Ash Trays, Paper Hats,
Picture Frames, Wire Stands, Etc. 23.50 W/M 83.75 W/M
1800  WALL BOARDS, PLYWOOD AND VENEER 27.00 W/M 1610 45,25 W/M
1425  RUBBER GOODS, N.0.S. 42,00 W/M 520 83.75 w/M
1450  RUGS AND CARPETS, K.0.S. 27.25 W/M 523 53.00 W/M
950 TIRON OR STEEL RODS 18 50 GT/M 1335 hs.25 gr/M
950  IRON OR STEEL PLATES .50 /M 1354 26.50 GT/M
1770 TOYS AND GAMES, AS SPECIFIED 29 -00 WM 2862 59.50 W/M
WIRE AND WIRE MANUFACTURED:
9Th Iron or Steel Wire 18.50 GT/M 1369 32.75 G1/M
976 Iron or Steel Wire Barbed 19.00 GI/M 1305 36.00 GT/M
980 Iron or Steel Wire Rope 32.00 W/M 1367 38.25 6T/M
WOODEN WARE:
1830 Doors 34.00 W/M 864 56.50 W/M
Th1 Furniture - K. D. 34.00 W/M 1060 T7.00 W/M
1845  XMAS ORNAMENTS 24,25 W/N 520 83,75 W/M

W = 2,000 1bs.
M = 40 cu. ft.

OT/M = Gross ton or measurement ton : 2240 pounds or 40 cubic feet

# Indented material refers to export description

A1} rates in effect on Rovember 19, 1963
Tariff Authorities:

Inbound -«Fapan-Atlantic and Gulf Freight Conference Tariff, No. 32

Outbound--Far East Conference Freight Tariff No. 23.
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useble in connection with freight-rate comparisons. ) In a puhlica.tion,'
however, entitled, “"Consolidated Statistics of Cargo Movements from

Japan from January 1 to June 30, 1963", compiled by Trans-Pacific Freight
Conference of Japan and Japan-Atlantic and Gulf Freight Conference, Tokyo,
there was found the tonnage moving from Japan to the U. S, Atlantic and
Gulf coast ports for each of the forty-six commodity groups.

As might be expected from previous discussion of this general point,
these commodity groups do not well match those used in either the inbound
or outbound tariffs. Only by close analysis of the classification of
commodities in the inbound tariff in relation to the commodity groupings
in the aforementioned Japanese publication, was it possible to put together
a list of what probsbly are the major-moving commodities from Japan. This
list, reduced to twenty-four by omitting the smallest-tonnage items, was
constructed lm any comparison was made of their in and out freight
rates. There follows that list of items and their inbound and outbound
freight rates.

The table shows that only in one case is a rate from the United States
lower than the inbound rate from Japan on a given important commodity.

As earlier stated, this list of twenty-four major.moving commodities in-
bound from Japan probsbly does not constitute the most important such
commodities tonnage-wise. That would be expecting too much from the data
and knowledge at hand. In spite of Asuch limitations, however, it can
hardly be argued that the freight rates from the Atlantic side of the United
States to Japan are not higher than they are from Japan on Japan's own
major commodities imbound to the United States. It 1s clear beyond any

doubt that the United States Gulf and Atlantic coast ports have an
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extremely adverse balance of freight rates with Japan--on the basis of
both the general level and on the 1ével of important commodities; 70
percent on the composite general rate level basis and about the same,
T3 percent, on the basis of the directional composite of important
commodities,

*American President Lines, Ltd., Lykes Bros. Steamship Co. » Inc,,
States Marine Lines Co and United States Lines belong to both conferences.
One American company, Isthmisn Lines, Inc., belongs only to the outbound
conference. See Tth revised psge No. 3 of J.-A.G.F.C. Tariff Ko. 32,
effective July 1, 1963, and Tth revised page No. 2 of Tariff F.E.C. No. 23,
effective November 28, 1962,
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CHAPTER II

Carriers' Exhibit Relative to Our:Trade with Various Countries

One of the exhibits prepared by the American Steamship Iines for presenta-
tion before the Joint Economic Committee on November 19, 1963 deals with the
foreign trade between each of several countries end the United States.

Jap;ap_.:'nm first page of Section “A" of that e::hibit consists of a teble
of the exports and imports v‘itli Japan, separa.tely‘ stated,’ for each of the
years between 1958 and 1962. For each year, also, there is shown the balance,
plué or minus, in favor of the United States. In each of these years, except
one, the balance was positive. The avergge also was positive. In fact, exports,
on the average, exceeded imports by 20 percent. No textual explanation 4
accompanies this table; spparently, it is ass_umed that the reader will conclude
that the freight rates between the United States end Japah mst be favoreble
to the United States because we have a favoreble balance of foréign trade with
tha.t‘country. .

Examination of the tsble, however, chould lead one to be wary of such
conclusions, stated or implied. The exports of 1962 were 67 percent higher
than they were in 1958; t}le irports, however, had risen by over 100 percent.
Further, our exports have fallen from 1961 to 1962, whereas our imports from
Japen have increased. The future does not look as good as tpe past. The
unfavorsable freight:ra.te balagnce could be e factor.

Beginning with the numbered pages, page one presents a discussion sbout
American and Japanese sutomobiles. The statement is made that inbound rates
on automobiles to the United States are 22 percent lower tham outbound, but
that since we have sold more automobiles in Japan than Japan has sold in 't.he
United States, the freight:rate differential must not be doing any harm. In

few disciplines would such logic be used.
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Further observation is made to the effect that since the average velue
of our automobiles exported to Japan is $2,332 versus $951, "the two products
cannot be called competitive in any practical sense ..." It is probadbly
true that the Japanese low-priced car does not directly compete with new
American-made cars. On the other hand, a low-priced import definitely
does compete with U. S. second-hand cars which, in turn, increases the effort
necessary to sell new cars.

The remainder of the sixteen-page text and forty-four pages of tables
also deal with the Japanese trade. Typicaily, a page shows the shipments
to Japan in the top panel, the shipments to the United States from Japan
in the mid;lle panel; and the' freight ré.tes in both directions in the bottom
panel, plus a comment or conclusion. The values and the freight rates are
generally per kilogram, although, as the statement observes, this is not
always possible.

A typical page shows that the value of the United States product is
higher, each or per kilogram, etc., than is the Japanese product, Many of
the examples show that the freight-rate per pound, kilogram, or each, is
also higher to Japan than from Japan. In such instances the usual explana-
tion is that the value of our products is so much higher per pound.

The Carriers maintain that U. S. exporters have favorable freight rates
relative to the inbound rates on the same commodities. Even those rates
vhich are higher outbound than inbound are saild to be bargains because
of the very high value of U. S. versus foreign-made products. Instead,
1t may mean that only the high-priced portion of American exports has

the margin of profit in dollars or percent to enter the Japanese market.
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The shipping industry representatives have made much of the fact that
"tires and tubes" were chosen by the Government as one of the trade items
on which to compare the rates inbound and outbound with Japan. Their complaint
with this choice of items has been that the exports are composed principally
of tires for alrplanes and big ea.rth-noving machinery; whereas, the imports
from Japan are primarily for bicycles. They complain that the comparison is
unrealistic, that tires and tubes are not comps'n-able in this case. Part "A"'
of the Carriers' market exhibit shows the statistice back of this criticism.
This unnumbered tsble and page shows that from the United States to Japan
the largest-moving variety was 526 tires for trucks and bmges , having an
average value of $102.19. The next largest group was passenger-car tires;
only a few off;the-road tires are shown--but no airplane tires. »

The data which they show for the trade between Japan and the United
States for the same year in tires and tubes does, indeed, show that the
largest single item inbound was that of bicytle tires, having a value of
65 cents each.

As in the entire exhibit, it is obv'ious'that the industry people have
struggled mightily with the data that are available ; 1t is true, as they
state, that much of the a.va.tlabie data are inadequate; this:situation
troubles everyone. For exasmple, the industry shows that the_‘a.verage value
per tire from the United States to Japan is $75.95 as opposed to an average
value of TT cents per tire inbound from Japéh to the United States. These
figures do not prove, however, that thé freight rate should be higher per
i’.’ﬂ from the United States than to the United_sta.tes 3 nor does the value
per tire indicate the value per pound. The exhibit shows the value per

kilogram of tires from Japan is 68 cents; but it does not show the value per
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kilogram m the United States.

The freight rates quoted :Ln. the table are on the basis of both weight
and space to Japan, but on the basis of space only from Japan. Using the
space rates quoted, therefore, in order to compare the inbauzid and outbound
situation, note that the rate from Japan to the Atlantic coast is shown to
be $34.00 per 40 cubic feet; the rate from the Atlantic coast to Japan,
however, 1s quoted as ranging from $27.42 to $36.35 per 4O cubic feei:,
depending upon the value of the commodity. Since the exhidbit emphasizes
thevhigher va.lue per unit of U. S. exports, the $36.35 or higher end of
the rate range might expectably be the more nearly compareble with the
inbound rate of $34.00--unfavorsble to the United States.

The Netherlands.--In Section "B" of the Carriers' commodity exhibit,
it is shown that the United States ,- a8 a whole, has an extremely favorable
export balance with the Netherlands. One should not conclude from these
facts alone, however, that the freight rates between the Unlted States and
the Netherlands are favorsble to the United States.

Following the table of exports and imports'a.re fifty-one pages of
tables, each showing the trade between the United States and the Nether.
lands for & single commodity, the freight rates thereon, and a conclusion.
A typical one is to the veffect that the United States is not a major
exporter of this commodity (soda ash) to Europe; and since, in t;.dd.ition,
there is no ?.nbound movement, the freiglit-rate difference is said not to
be si@ificax;t.

Another frequent conclusion offered is that since there is no comparative
relationship between 'the' major commodities that move in each direction,

the rate disparities do not matter.

20-707 0—84—pt. 4—7
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One table shows that we exported one locomotive and imported none,

It was stated as a conclusion that the rates are, therefore, academic.
This logic would also support a freight rate at cost, or zero, or even
below cost.

Another one of the fifty-one tables in this same Section "B"™ of the
report shows no traffic in railway cars in either direction; and again the
conclusion is drawn that the rates are meaningless.

The table in regard to radios and parts shows sbout seven million
dollars of imports and six thousand dollars of exports. The freight rates
quoted are $35.50 to $57.25 outbound from the Atlantic, and $58.00 from
the Gulf. Inbound, however, the rates are shown to be much lower; $25.50
and $32,50 to the Atlantic and Gulf Coasts, respectively. It is explained, '
however, that no freight.rate adjustment would do any good, since produc-
tion costs are already too much against the American product.

Again and again one finds this refrain: since little traffic moves
outbound, the higher rate outbound isn't hurting anything. One might
consider, however, that if some traffic moves against a freight-.rate
barrier, perhaps more would move if the freight rate Qere_ lower.

Belgium and Iuxembourg.--Section "C" of the exhibit deals with the

exborts and imports with Belgium and Jaxembourg. The first page shows a
favoreble balance of trade with these cowntries ; one notes, however, that the
balance is becoming less and less favorsble: seventy-five millions of
dollars more of exports than imports in 1960, but only foﬁy;ne million
more in 1962. Further, exports have increased only 35 percent, 1962

over 1958, as compared with a Wli-percent increase in imports in the same
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interval. Following this teble are forty-eight pages, each showing the
trede for a given commodity. In all cases the freight rates are stated
to be the same as those for the Netherlands. A frequent conclusion at
the bottom of each of these forty-eight pages is, "same as for Nether-
lands.” As noted above, there is widespread disparity in the Netherlands
rates. '

West Germany.--Section "I’ of the report shows, as do the others, that
we have a favorable export balance with West Germany--the inference perhaps
again being that the freight rates must also be favorsble. As in the case
of the trade with some of the other countries, however, our favorable export
balance is becoming less so. Our exports have grown 46 percent from 1958
to 1962, according to the figures quoted; whereas the imports have in-
creased 53 percent. There follow forty-six pages of tables, each page
showing the exports, the imports, the freight rates, and a conclusion re-
gerding a single item of trade between the United States and West Germany.

The first page has to do with automobiles for the year 1962. The
rates quoted are $16.50--$35.00 from the Atlantic Coast to Germany, and
$20.00--$40,.50 from Gulf ports to Germany. These rates are for 2,240
pounds of 40 cubic feet. The rates from Germany to the Atlantic range
from $15.75 to $29.00, and from $14.50 to $16.50 to Gulf ports. These
rates are for 2,204 pounds or 35 cubic feet. The rates at the lowgr points
of the ranges do seem to be, as the freight-rate conclusion states, quite
comparasble. At the higher end of each of the rate ranges, however, this is
not the case. From the Atlantic and Gulf ports to Germany the hihfi ez;ds

of the two rate rénges are $35.00 and $40.50, respectively. Contrast this
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with $29.00 and $16.50 from Germany to the Atlantic and Gulf coasts,

respeétively. Thus, the comparison, inbound versus outbound, is not

entirely clear; it depends upon whether the comparison is made at the
lower ends of the rate ranges, or the higher ends.

The table dealing with copper sheets shows the rates from U. S.
Atlantic ports to Germany, for example, to be $44.50 for 2,240 pounds
to Germany, but only $26.25 pounds from Germany to Atlantic ports. The
conclusion is stated to be the same as that for the Netherlands, which 1s to
the effect that there is a statistical problem inherent in copper items.
This explanation appears several times where there would not seem to be
available the customary explanation for the disparities,

Another page shows the copper rates from Atlantic ports to West Germany
to be $72.00 per ton, compared with $29.00 from Germany to Atlantic ports
per metric ton. The conclusion stated is that the low inbound rate re.
flects the movement in volume into the United States, and that if Germany
can produce and sell such volume to us, then we are already outcompeted,
Apparently, our insbility to compete otherwise is the justification for
imposing & higher outbound rate.

France.--Section "E" of the Carriers' exhibit dealing with exports and
imports of the United States with France, contains a teble which shows the
ocean freight rate as a percentage of the average value of commodities
shipped under tariff entry. This percentage is shown separately for exports
and imports for each of a number of items or commodity groups. 1In each
case the ocean freight rate 1s a higher percentage of commodity value in

the case of imports then it is in the case of exports » with one exception.
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The ratio generally is two to one, or higher. For example, in cese of
copper sheets, the export rﬁte ig shown to be sbout 1 percent of the
commodity value. In cﬁse of in:p'orts on this commodity, the percentage

is about 3 percent. This is supposed to justify the fact that the export
freight rate is sbout 2¢ per pound as opposed to the average import freight
rate of about 1%¢ per pound.

It would be fatalistic if the United States agreed to a rate-
making principle which decreed that more cheaply-made foreign products
are to be imported into this’country at a rate lower thén our competitive
product can be exported, solely because the foreign-made products
were cheaper.

This table 1s followed by eleven tables, each of which shows for &
given commodity the exports, the freight rates, and a conclusion. Not
all of the tables are complete, which is quitév understandable in view
of the several difficulties with the data in this field.

One of the tables has to do with costume Jewelry. The stated con-
clusion amounts to a description of the Carriers' insbility to convert
the data on imports end exports to a cubic measurement. Thus, the Carriers
are unable to explein avay the fact that the freight rate to France from
Atlantic ports is $63.75 per long ton, as opposed to the inbound rate as
low as $32.00.

Taking another table at random, iron and steel plates, the rate per
ton from Atlantic and Gulf ports to France is shown to be 7/10 of a cent
per pound Inbound, the rates to North Atlantic ports are higher, but to

the Gulf lower. The U. S. shipper is sé.i.d to have a tremendous advantage
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because the French shipper's freight rate is as much as 12 percent of the
value of the commdity-'-as opposed to only 2 percent in the case of the
American exporter. Quite obviously, this is no advantage to the American
exporter because he still pays a higher freight rate. Also, one must
assume undér this reasoning that if the price of American steel is re-
duced, the conferences would lower the rate. .

United Kingdom.-.-Section "F" contains 38 pages, each page constituting
a tsble describing the exports, the imports, and freight rates for a given
commodity between the United Kingdom and the United States. Each page ends
with a conclusion.

In the case of automobiles, the export freight rate from Atlantic ports
begins at $25.25 per long ton. The import rate begins with $12.25. The
teble showé that in 1962, 324 units were exported, and 68,459 were imported.
Most of the imports move on chartered ships. The conclusion states:

"Based on the tremendous volume of movement, import rates have been driven
down to their low level by the presence of contract (charter) cometiiion."
Apparently, we have the high export rate because there is no competition
to the conferences; that is, the absence of competition because of the
coﬁference system has resulted in a high outbound rate.

The conclusion regarding freight rates on "books" moving so much more
cheaply to the United States from Great Britain, is to the effect that our
local producers find it cheaper to produce sbroad and ship back the product
for sale here. It is stated that the different production cost factors and
necessary copyrights account for this turnabout trade. This may be so, but

it is hardly any explanation for the disparity in rates.
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One page is devoted to the exports and imports of distilled ligquors.
The rate from North Atlantic to United Kingdom ranges from $48.50 to $50.00
for 40 cubic feet. Inbound the rate is $30.75 to $34.75 for 40 cubic feet.
The conclusion states that the United Kingdom has a very high tariff on
imported whi'skey; It is stated that the tariff in Great Britain of $6.57
per fifth 1s a far cry from the 11 or 12-cent freight-rafe per f£ifth to
Great Britain. The fact that there is a discriminatory tariff is hardly
Justification for a disci'iminatory rate.

One table after another explains away the adverse freight-re.te
situation on the basis that the value of our products are higher and therefore
they can bear a higher freight rate., In fact, in some cases it is added
that the difference in value is so great that in reaiity the items are not
comparsable,

There is a table in regard to sewing machines. The United States
imported one-half million units, whereas we exported less than 5,000 units.
Our sewing machines average in value from $88.00 to $500.00, The imports
average from less than $3.00 to about $150.00. Unquestionsbly, not only
i1s there a great:. difference in the cost of production for a comparsble
item in this country as opposed to United Kingdom, but also there appears
to be a greater range of proficiency in the machines imported. Nevertheless,
all sewing machines are made for the purpose of sewing; in this sense there
is competition in varying degrees in the market fbr sewing machines. In
spite of this obvious fact, the higher rates which American exporters of
sewing machines must pay as opposed to the import rate, are explained sway

simply becg.use it 1s said our machines cost more. The justification offered
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would be more convincing if it were on the basis of value per pound, rather
than value per unit. It might be, for example, that a ton of small cheap
sewing machines is no less valusble than a ton of large expensive machines.
There are four additional sections in this study. Section "G" deals
with the trade to Italy; Section "H" with the trade to Sweden; "I" with
Brazili and "J" with the trade with other South Americen countries.
Although some of the material is interesting end informative » discussions
of these sections is unnecessary; the thinking of the Carriers in the matter

of rate disparity is sufficiently revealed by the first five sections.
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CHAPTER III

The Freiqght Rate Structure with West Germany

As earlier stated, the inbound and outbound ocean
freight-rate levels between the United States and any other
nation cannot be judged solely by the rates in either
direction, by the rates on all of the commodities without
reference to the volume of movement, nor by the rates on
the major-moving commodities.

In both the general and important-commodity approaches,
the tariffs issued by the respective conferences were used
exclusively. The inbound tariff, "Tariff H," is the product
of the Continental North Atlantic Westbound Freight Confer-
ence. This conference has a membership of nine companies,
of which four are American. The outbound conference also
has a membership of nine companies, of which three are
American.* This conference, North Atlantic Continental
Freight Conference, is the author of "Tariff 25."

General. In order to ascertain the level of general-
cargo ocean freight rates between U. S. North Atlantic
ports and West Germany, two l0-percent samples were taken:
one of the inbound tariff and the other of the outbound
tariff. 1In addition, the rate in the opposite direction

was obtained for each of the sample rates. This method

*Nearly all members belong to both conferences. See note at the
end of this chapter.
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is exactly the same as that earlier used to ascertain the
inbound and outbound general rate levels with Japan.
Appendix tables 3 and 4 contain the rates used.

The outbound tariff shows the rates also to the Belgium
and Netherland ports. The rates to the German ports are
higher by about 10 percent, and the distance is about 10
percent greater. Note, however, that westbound the rates
are the same from the two ranges of ports.

Westbound the weight ton is 2204 pounds, about 1.6 per-
cent smaller than the eastbound weight ton of 2240 pounds.
Further, the import measurement ton of 35.314 cubic feet
is approximately 14 percent smaller than the export measure-
ment ton of 40 cubic feet. 1In other words, the inbound
measurement ton amounts to 56 pounds per cubic foot, as
opposed to 62.5 pounds outbound. It will be recalled that
in both directions in the Japanese trade the weight ton of
2000 pounds and the measurement ton of 40 cubic feet applies,
amounting to 50 pounds per cubic foot.

The effect of these differences in the size of the
weight and measurement ton, outbound versus inbound, is
that the conversion of an inbound rate of, for example,

$66.00 w/m (weight or measurement) is to produce two rates:
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$67.06 per weight ton of 2240 pounds and $74.76 for a
measurement ton of 40 cubic feet. In other words, complete
comparability cannot be obtained on the basis of the present
definitions of the presently-used units of weight and measure-
ment.

This source of incomparability could be eliminated..
Railroads construct rates according, among other things,
to the method of packaging and the bulk—to—weight‘ratio.

As a result, practically all railroad rates are quoted in
terms of weight. By and large, people are encouraged to

buy if they have a good knowledge beforehand of the cost.
This situation would seem to be just as confusing to our

foreign customers, actual and potential, as it is to our

importers.

The appendix tables show freight rates inbound on both
weight and measurement ton bases when there is a difference.
In the charts, however, whenever there are two separate
rates, the weight basis is used. It is believed that the
use of weight in this study probably causes the difference
in the inbound and outbound general rate levels to be under-
stated. In Chart IV, for the purpose of plotting, the size

of the sample was halved - every other one of the sample rates.
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In other words, Chart IV shows a 5-percent sample of the
outbound and inbound rates. Checking showed that the medians
remain virtually the same as though the entire 10-percent
sample of each of the two tariffs had been used. Some
twenty rates were unusable: they being guoted in such

terms as "per each;" "percent ad valorem}" instructions to

t

"ask the conference for a rate quotation;" and rates
quoted on different bases by direction on the same commodity.
Both medians were virtually $39.00. It will be recalled
that in the Japanese trade the outbound median was distinctly
higher than the inbound median. As explained then, the
chief value of this measurement of inbound and outbound
general rate levels is simply one of establishing a bench
mark for general information and from which to proceed to
more refined methods of ascertaining the difference between
comparative rate levels.
Chart V shows the result of matching rates in and out.
The return or inbound rate was found, commodity by commodity,
for each rate in the export 1lO-percent sample. The top
panel of the chart shows that in 59 percent of the cases,
the export rate was found to be higher than the inbound
rate on a given commodity - and, of course, lower outbound

than inbound in 41 percent of the cases.
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In the lower panel of the chart is shown the results
of taking a l0-percent sample of the import tariff and
matching thereto our expoff rates, commodity by commodity.
In 61 percent of the cases, the outbound rates were found
to be higher than the matching rates inbound.:

The results shown in the lower panel are expectéble,
and perhaps acceptable. One might tolerate a foreign
nation having rates on its exports to us lower than our
rates in return on the same commodities. 1In the case of
Japan and Germany, however, both have the advantage in
both directions.

Chart VI shows the extent of the net or over-all
general freight-rate level of West Germany in its trade
with the North Atlantic ports of the United States. As
might be predicted from the percentage figures of the two
panels of Chart V, Chart VI shows that, over-all, in 60
.percent of the cases, our rates, commodity by commodity,
are higher outbound than inbound. This is the general rate-
level picture in this trade.

For various reasons, this measurement is probably an
understatement of the situation. The principal reason is

that it is easier to find in the export tariff a description
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that will fit a commodity in the inbound tariff .sample than is the case
of the reverse comparison. This is due, partially at least, to two facts
working together: First, the outbound tariff is the larger. This causes
a greater use of "not otherwise specified” or general cargo rates in the
search of the inbound tariff for rates to match the outbound tariff
sample rates. This is germane because miscellaneous ra.;:es are almost
invarisbly higher than those for specifically-described commodities.

The problem is compounded by the fact that the two tariffs employ
different names, descriptions, and groupings of the same or similar
commodities.

The freight-rate structure with West Germany--major-moving commnodities.

It is highly important to know the general rate level, inbound versus
outbound, between the ﬁnited States and each of the nations with which
we have ocean-borne foreign trade. It is important also to know the
comparative situation in regard to the so-called important commodities.

The Carriers submitted to the Committee a table of thirty-five
commodities which, according to the title , are major-moving from U. S.
North Atlantic ports to ports in Belgium, Holland, and West Germany. They
are not represented to be the most important thirty-five; on the other heand,
the degree of their importance is not indicated. In fact, there is no
statement either as to the method of selection or the terms of their im-
portance--whether revenué , space occupied, or weight. No figures of any
kind are shown except freightA rates.

At an earlier time, however, the Committee was supplied a copy of a
conference-prepared list of exports by commodity- group--complete with

tonnege figures. This list of ninety-three commodity groups has been

20-707 0—64—pt. 4——8
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rearranged in the descending order .of tonnage and comparisons made between
it and the table of thirty-five major-moving commodities submitted by the
Carriers for the November 19, 1963, Hearings before the Committee. The
table of thirty-five major-moving commodities to West Germany, Belgium,
and the Netherlands , and the Conference list of ninety-three commodities
appear at the end of this section.

Comparison between the Conference list of ninety-three and the
Carriers' table of thirty-five shows no obvious pattern of selection,
except that the items of the table appear in bur.xches on the Conference
list. This can be seen by reference to the colum which has been added
to the Conference list. Certain other cbservetions can be mede. The
thirty-fifth item of the list of ninety-three accounted for 1,700 tons.
In contrast, items were included in the Carriers' table of thirty-five
having tonnages as low as twelve and as high as thirty thousand. In
fact, eleven commdities were included having less than 1,000 tons.

Actually, there are only thirty.four comparable items in the table
because, as the table states, there is no tariff provision westbound for
one of the rates. Secondly, the rates quoted by the Carriers show that
in six, or possibly seven, instances the rates outbound are higher than
they are inbound. Finally, after ascertaining the correct rates, two
or more commodities have higher rates outbound than inbound. Thus, in
ebout 25 percent of the cases the rates are higher outbound than inbound.

Since the Conference list of ninety-three commodity groups shows
that there are forty-six items accounting for over 1,000 tons each, it
seems unnecessary for the Carriers in their table of thirty.five major-

moving commodities to have included twelve items having tonnages of a few
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hundred each, and one as low as twelve tons. Possibly the reason those
twelve were chosen is that in eleven of the twelve cases, the outbound rates
are lower than the inbound.

In regard to the relative rate levels between U. 5. North Atlantic
ports and West Germany, two statements are in order. First, the data
relative to the so-called important commodities, both inbound and outbound,
are either unavailsble or inadequate to warrant a decisive answer.

Secondly, the general rate level favors West Germany to the extent
that in 60 percent of the cases contained in a lO-peréent sample of each
of the tariffs, the rates outbound are higher than they are inbound,

commodity by commodity.

"Footnote to the first page of this chapter.

With possibly one exception all foreign companies either directly or in-
directly through subsidiaries belong to both conferences. Three of the
American companies--United States Lines, Moore-McCormack Lines, Inc.,

and Black Diamond Lines--belong to both conferences. The fourth, American
Export Lines, Inc., resigned from the outbound conference three days be-
fore the November 19, 1963 Hearings. See Page A of Correction No. 1545
of N.A.C.T. No. 25, issued November 15, 1963; and Original Page No. 1

of C.N.A.W.F.C. Tariff H, effective October 1, 1963.



Teble 3

OUTBOUND versus INBOUND RATES

Rates on major-moving commodities from U. S. North Atlantic to ports in Belgium, Holland and
Germany and from those European ports to U. S. North Atlantic ports on the same commodities.

Bastbound rates Quoted by ™\ Westbound rates
Commodity Benelux Germany Carriers Corrections and notes P, Xo.
Aluminum sheets ) $38.00 W $h1.75 W $24.90 W SR 1
Aluminum strip - 38.00 W B1.75 W 2h.90 W $40.64 W 25
Automobile, used, un-
packed, thru 8960 1bs 3L.50 W/M  35.00 W/M  37.38 W/M 16,00 W  $17.84 M SR 2
Automobile parts ) 15.00 W/ 16.50 w/M 21.2h WM  19.05 W 21.24 M SR 2
Blocks, foam glass thru .
275 cu. ft. per ton T6.50 W 79.25 W w0k.22 WM 2312V 25.TT M Glassware 61
. N.0.S.
Cigarettes 26.50 WM  29.25 W/M  41.35 W/M  37.09 W 1.3k M 43
Clothing, N.0.S. 25.25 W/M  27.75 W/M L4191 W/M 37.60 W b1.91 M 118
Copper, basic forms V
thru 6720 1bs. 16.50 W 16.50 W 29.25 W 23.12 W SR 2
Fiber, acetate tow ) 20.75 W 22,75 W L6.75 W 121
Fiber, acetate staple 20.75 W 22,75 W 31.15 W/M  27.94 W 31.14 M 54
Fibers, polymide,
bobbins, tubes, etc. Lks.00 w 45.00 W 73.68 W 27.94 W 31.14 M Synthetic in 5k
' Cases
Film, Kodak, not for
cine-kodaks 57.25 W/M  63.00 W/M  55.51 W/M or 1% ad. val. 54

or 1% ad.val.

20.32 WM 22.65M

SALVE LHOIFYd NVIIO XUOLVNINIYNOSIA
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Eastbound rates Quoted by N\ Westbound rates
Commodity Benelux Germany Carriers Corrections and notes F. No.
PFruits, citrus, N.O.S. No west-
half box thru 1'4" $ .65each $ .65 ea. bound rate
Iron and steel strip
plates 13.25 W 13.25 W $18.04 W 1h1
Iron and steel tinplate 1k.50 W 14.50 W 18.04 W 1h1
Juke-Boxes, auto record
players 15.00 W/M  16.50 w/M  2r.2L W/M  19.05 W to $59.4k W SR 7
t066.27 W/M  21.24 M 66.26 M SR T
Latex pecked 23.00 W 23.00 W 189.74 w/M 46.23 W Synthetic rubber
L & T Logs, heavy, not
exceeding 5 tons 23.50 W 23.50 W 189.7% W/M 170.19 W  189.74 M General cargo 59
Lunber pine, North
Carolina 23.50 W 23.50 W 34.05 W 129
Machine, metal-working
and parts 33.00 W/M  33.00 W/M  32.57T W/M 29.21 W 32.5T M SR 8
Machinery, mill steel
roll, ete. 24,00 W/M  24.00 W/M  3R.5TWM 29.21 W 32.5T M SR 8
Machinery, N.0.S. 33.00 W/M  36.25 W/M  32.5T W/M 29.21 W 32.5T M SR 8
Machinery, textile, N.0.S. 19.75 W/M  21.75 W/M  32.75 W/M 29.21 W 32.5T M SR 8
Machines, air conditloning
H. H. etc. 20.50 W/M 22,50 W/M  32.5T W/M 29.21 W 32.5T M SR 8
Office appliances, N,0,S. 43,50 w/M  47.75 W/M  189.7h W/M 170.29 W  189.7% M  General cergo 59
55.38 W 60.7T3 M Calculating
machine SR 8
65.03 W 72.49 M Duplicating
: machine SR 8

SHLVY LHOIZHA NVIIO AYOLVNINIYOSIA

604



Teble 3 (Continued)

Eastbound rates Quoted by Westbound Rates
Commod ity “Benelux Germany Cerriers Correctlions and notes ¥, No.
0ils and Bulk liqulids
latex liguid symthetic $27.50 W $30.25 W $189.75 W/M  $170.19 W  $189.7% M General cargo
used. 59
.73 W Applicable to
oils, caster
& cocoanut SR 9
27.7h W 31.15 M Applicable to
lubricating oil 89
Roed Builuing couizent
packed 15.00 u/M 16.50 WM 189.74 W/M 170.19 W 189.74 M Gen. cargo used 59
27.08 v 30.30 M Applicable to
tractors SR 12
29.21 W 32.57 M Appliceble to
mechinery, N.0.S. SR8
Road Building equipment,
unpacked 20,00 W/M 22,00 w/M  189.7h W/M  170.19 W  189.74 M Gen. cargo used 59
27.08 W 30.30 M Appliceable to
tractors SR 12
29.21 W 32.57 M Applicable to
: machinery, N.0.8, SR 8
Rosin, resin, synthetic
N.0.S. thru $15.00 N.T. 22.25 W 2k.50 W ha.3h w/M 37.09 W h1.3h M 105
Scrap aluminum, N.0.S.
thru 60 cu. ft. L.T. 19.25 W 19.25 W 33.50 W 126
Scrap aluminum, N.O,S.
thru 60/100 L,T. 22.75 W 22.75 W 33.54 W 126
Scrap rubber, M under
2 times 19.00 W 21.00 W 21.60 W SR 12
Serap rubber, M over
2 times 19.00 W 21.00 W 23.88 w SR 12
Tires and tubes, rubber 35,25 W 38.75 W 38.52 W/M 34,55 W 38.51 M Applicable to
to tubes (new 106
101.63 W 101.61 W Applicable to
tires (new) 106

01
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Eastbound rates Quoted by \. Westbound rates
Commodity - Benelux Germany Carriers Corrections and notes P. Fo.

Tobacco, unmanufactured,
H-Heads $37.00 W $37.00 W $134.6T W $134.63 W 120
Tobacco, unmenufactured

cases, crates 29.75 W 29.75 W 134.67T W 38.61 W  $43.04 M 120
Typewriters and parts 50.50 W/M 55.50 W/M y7.01 WM  k2atw ¥7.01 M
Chemicals, N.0.S. 34.75 W/M  38.25 Ww/M 92.89 W/M  Specific chemical rates:

to 118.94 W/M  22.61 W, Barium carbonate
22.61 W, Ammonia chloride
19.56 W, Sodium sulphate

8p8p g
p)—'l\)w [s:]

Tariff authority:

Eastbound-- North Atlantic Continental Freight Conference Tariff No. 25.
Westbound--Continental North Atlantic Westbound Freight Teriff H.

Abbreviations:

W - Weight, 2240 1vs.
M - Measurement, 40 cu. ft.

F.M.C. notes: Except for the last three colums added by F.M.C., this teble
is a reproduction of that submitted by the Carriers, to the Joint Economic Committee on November 19, 1963.

SHLVY LHOIFYd NVIDO AYOLVNIWIHOSIA
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Teble 4

Abbreviation And Arrangement Into Rank Order By Tonnage Of A Tsble By:
Horth Atlantic Continental Freight Conference
Cargo Carryings First Half 1963 (No January Sailings Due To Strike)
Excluding Military And Dry Bulk (Grain, Coals, Ores, Animal Feeds, Soya Beans)

Code Tonnage (2,240 Ibs.) Carriers’
No. Commodity Item Number Rank List

160  Copper: Anodes, Bars, Billets, Cakes, Cathodes,
Ingot Bars or Notched Bars, Ingots, Matte,
Pigs, Slebs, Wire Rods 30,223.06 1 Yes
255 Iron or Steel:
NOT Stainless:
Bars, Billets, Blooms, Hoops and Slabs;
Piates, Hull, Glat; Plates and Shapes,

Ship and Tank 22,133.74 2

285 Logs, heavy and light 17,843.59 3 Yes
400  Tobacco, Unmanufactured 15,822.78 L Yes
120 K.D. A bly and Repl nt Parts 13,721.22 5
380 Road Building Greding or Maintenance

Fquipment and Parts 13,341.63 6 Yes
375 Resin, Synthetic, N,0.S. 13,015.92 T Yes
340 Iubricating, Mineral or Synthetic, Packed 8,618.41 8
190 Feeds:

Animal, Pigeon or Poultry, N.0.S. 8,116.66 9
34  Paper end Paper Products . 7,063.43 10
355 Refrigerator Cargo:

Frozen Packing House Products, Beef Cheeks,

ete. 5,645.28 11
260 Stainless:

Bands, Hot-Rolled, Semi-Manufactured;

Bars; Blooms; Ingots; Plates; Rods; Sheet

Bars; Slebs; Strip; Wire, Finished or

Unfinished 5,519.16 12
385 Rubber Synthetic, N.0.S. 5,341.50 13
210 Fruit, Citrus, N.0.S., Ordinary Stowage

{Grapefruit - Lemons - Oranges) 5,294 .45 14 Yes
315 Machinery: Industrial, N.0.S. 5,023.96 15 Yes
350 Regs L,2h7.42 16
245  Hides and Splits; Cattle, Dry or Green

Salted, including Horse or Sheep 4,030.10 17
310 Machinery:

Auto Tooling; Metal Working, Steel

Rolling Mill 3,805.68 18 Yes
415 Wax, Mineral, Paraffin or Petroleum 3,414.83 19
420  Yarn, Synthetic 3,217.13 20
265 Tinplate, including Circles, etc.

(Strip end Waste) 3,160.81 21 Yes
405  Trucks » Tractors, Trailers and Stackers

for Materials Handling, including Parts 3,023.26 22
225  Goods, Canned 2,859.04 23

136  Chemicals, Packed (Not Resins, Synthetic) 2,842,29 24 Yes
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Code
No.

360
2%o

195
165

koL
k10
395

286

135
256

150
365
390
339

185

155
105

15
295

200
391
30

270
275
181
305
175
335

140
261
110

220
125

S clen) Smr
Commodity Item er List
Poultry, Frozen, N,0.S. and Parts, N,0.S. 2,686.82 25

Hair Waste, Animal 2,495.35 26

Fiber: Synthetic Staple, N.0.S. 2,493.12 27 Yes
Cottonseed Hull Shavings Pulp and

Cotton Linter Pulp 2,043.03 28
Tallow: In Bulk 1,990.31 29
Tubes, Television, Finished or Unfinished 1,87h.49 30
Tires and Tubes, Rubber, Pneumatic or Solid 1,823.53 31 Yes
Machines: Coin Operated 1,816.26 P Yes
Tumber and Timber (Not Logs) 1,801.19 33 Yes
Cigarettes 1,780.72 34 Yes
Iron or Steel: NOT Stainless: ’

Sheets, Strip or Plates, Plain 1,735.66 35 Yes
Cocoa Cake; Nibs; Shells; Waste 1,693.06 36
Chicken end Turkey Parts, Frozen 1,634.97 37
Scrap: Aluminum, including Foll 1,622, 38 Yes
Oils: Iabricating, in bulk, including

Additives ' 1,589.15 39 Yes
Pabrics: Cotton, Wool, Synthetic including

Mixed or Blended 1,513.21 ko
Compounds, Cleaning - Detergents - Soap 1,471.95 41
Additives, Liquid and Dry; Fuel Oil, Gasoline,

Grease and Petroleum Lubricating Oils 1,h09.24 b2
Automobiles: Unboxed, New and Used 1,208.99 43 Yes
Machines: -

Household - Dishwashers; Dryers;

Refrigerators and Washing 1,162.89 bl
Film: Cellulose 1,069.09 Ls Yes
Scrap: Brass and Copper 1,020.31 46
Machinery: Textile including Frames and

Machines, Knitting 927.02 k7 Yes
Leather, Finished, N.C.S. 736.42 48
Iecithin, Soybean 733.21 kg
Engines, Diesel and Internal Combustion 682.56 50
Machinery: Air conditioning 6h7.Th 51 Yes
Dyes and Dyestuffs, including Intermediates .20 52
Office Appliances: Machines Accounting, etc.

NOT Equipment, Electronic Data Processing

or Typewriter) 628.48 53 Yes
Clothing: N.0.S. 582.34 Sk Yes
Iron or Steel:

Stainless: Sheets 567.85 55
Aluminum: Anodes, Bars, Billets, Ingots,

Alloy Ingots, Pig, Slabs 529.61 56
Glass: Blocks, Foam L87.43 57 Yes
Brick and Shapes (all kinds) 473.00 58
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Code Tonnage (2,240 Ibs.) Carriers'
No. Commodity Item er Rank List
100 Abrasive Grains 463.31 59
111  Aluminum: Sheets, All Kinds Lk57.71 60 Yes
300 Machines:

Sewing, Industrial and Household 4o b1 61

345 Peints, Varnishes, Iacquer and Lacquer
Thinners, also Paint Reducers (FOT Turps,

or Subs.) . 425.66 62
250 1Insulating or Insulation: Glass Fiber;

Material, N,0.S. and Rock Wool ho2.64 63
180 Eggs and Fgg Products, Ordinary Stowage 391.23 6h

330 Mowers, Sweepers or Grass Catchers, Lawn
and Perts, including Engines, with. or

without power 358.47 65
191  Feeds: Cocoa Cake, Nibs, Shells, Waste 354.06 66
289  Machines: Air Conditioning, Household
or Industrial Type . 352.48 67 Yes
392  Scrap: Rubber, All Kinds 339.82 68 Yes
280 Liquors, Spirits or Wines 328.79 6
197 Fiber: Fiber, Polyamide, Not Staple or Tow 314.64 70 Yes .
130 Bulbs, Fluorescent and Incandescent 282.40 TL
196 Fiber: Acetate, Staple or Tow 277.79 T2 Yes
170  Drugs and Medicines 224.69 73
230 Gum: Chewing 232,26 T
325 Motors, Outboard and Assembly Parts 216.13 5
2k6  Hops 201.16 76
106  Agricultural Implements, Machinery and .
Parts, Packed or Unpacked 175.11 77 >
235 Gum: Chewing Base 1h7.02 78 -
145  Clothing: 014, Packed (Not Rags) 142.86 T9
370 Refrigerator Cargo: Turkeys , Frozen 125.52 80
189 Fsbrics: Ruberized, Plastic Coated and
Leather Artificial 122.91 81
219 Glass: Blocks (Building) 119.39 82 Yes
215 Pur, Purs or Skins, N.0.S. 82.86 83
* 32h  Medicinal Products, All Kinds,
Ordinary Stowage 69.63 8y
402 Tallow: Packed 62.31 85
205 Fixtures, Electric Lighting and Replace-
,ment Parts thereof, N.0,S. 59.22 86
134 Canned Goods, Consisting of Fruits,
Soups, Vegetsbles, N.0.S. 24,95 87
186  Pabrics: Cotton Denim 17.39 88

111 Typewriters 12.38 89 Yes
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Code
No.

187
188

has

Tonnage (2,240 Ibs.) Cerriers'
Commodity Item Nunber Renk List

Glass: Bottles and Jars 11.30 90
Glass, Ware, Common, N.O.S. 11.21 91
Febrics: Remmants, Cotton 6.26 92
Fabrics: Tire 3.94 93
All Other Cargo 98,692.65

358=851.77

F.M.C. notes: Lest two colums added
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CHAPTER IV

Some Gereral Problems Concerning Rate Analysis and

Rate Making

There are a number of concepts that reed some attention in making
rate-level comparisons; and various economic concepts associated with
rate-making need to be re-examined.

"Major-moving Commodities."--The matter of major-moving commodities

is deceiving in many ways. What might be considered a major-moving
commodity in one sense would not be in another semse. Coal, for example,
is much more important tonnage-wise than it is in terms of revenue. The
Carriers in many cases have not defined their terms nor supplied support-
ing data. Their tables of "major-moving" commodites are not identified
in terms of either dollars, tons, or cubic feet.

When the Carriers speak of "major-moving" commodities, they refer
only to exports. But there are also major-moving imports. Not to recognize
this fact creates a false impression of freight lrates on exports and imports.
The reader must realize that if the major-moving commodites are chosen from
exports, a comparison of their inbound and outbound rates should show
favorsbly to the exports. On the other hand,' if the rates were selected
from major imports, the rates thereon, would, in all probability, be much
lower than our matching export rates. The problem, therefore, of demon-
strating fairly and conclusively that, generally speaking, rates on major-
moving commodities are higher in one direction thaq the other calls for an
unbiased scientific sampling of such rates in both directions 'in each trade.

Data for this purpose are meager.
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Ciassification.--There are at least three problems in connection with
this subject. One has to do with commodity classification or grouping
Time and again in the Noverber Hearings the Carriers stated that the
Committee was not comparing like things--that is, rates 'on the same
commodity in both directions. Part of the trouble lies in the fact that
thousands of commodities are necessarily placed in groups of supposedly
similer items. The Bureau of the Census has tried for many years to group
like things together in order to achieve this essential degree‘ of simplifi-
cation. Freight tariff committees do likewise. Unfortunately, however, the
two groupings have little relation to one another. This is partly under-
standsble because the specific purposes are not the same; on the o;cher hand,
the usefulness of both groupings is greatly reduced by this lack of compara-
bility . ‘

In the matter of commodity grouping, some of the difficulties reach
the ludicrous stage. Examples will follow: First, the commodity groupings
in one direction, as contsined in the pertinent tariff, are not the same in
the opposite direction. Needless to say, any effort to compare rates in-
bound and outbound in a given trade is !nade more difficult by this fact.

Secondly, once an item has been accorded a specific rate because of
its volume movement, for any or a combination of reasons, it does not mean
that commodity description will them be removed from its original group
status in the tariff. For example, assume tt_xat there is a commodity group
called "hand tools," including such items as hand saws, hammers, and axes.
If for some reason there is “developed" a special or separate outbound
rate on axes, it would be lower than‘ the rate on the group of which it was

formerly & pari--or else there would be little reason to detach it. Further,
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if a specific rate were given to axes, this would not mean that the group
title of "hand tools" would no longer apply to a.xés 3-it would merely mean
that one would not knowingly use the higher group rate.

In the inbound tariff-.as opposed to the outbound tariff.."axes" may
not have a specific rate; or there may not even be a commodity group called
"hand tools;" or again, "axes" might be grouped with still other articles.
Under the conditions used in this hypothetical case, the rate on axes would
probebly be h:l.gherl 1nb01.md than outbound. Further, if one compares a
specific outbound rate, on axes for example, with the géne:-al rate on an
inbound group of items which contains axes, he will be accused of comparing
unlike thiﬁgs. The only other altern.a.tive would be to compare the group
rate in bo-'th directions, each contaiqiné axes, “but again one would be
accused of comparing unlike things. The observation also vould be made,
and properly so, that in any selection of rates one is entitled to use the
lowest appliceble rate.

Even when the classification of an item in differént tariffs is in
precisely the same nouns , there are denials that the i'rlxtentions"behind the
words were the same. f‘or example, in the recent Hearings before the Joint
Economic Committee, the Carriers' testimony was to the effect that "tires
and tubes”" are not comparsble, inbound wieI;sus ‘outboind. The claim was that
"tires end tubes" outbound are for airplanes .and earth-moving machinery,
whereas inbound the traffic is composed of "bicycle tires." In regard to
"1ight bulbs,” the argument was that 'ipbouzid, "light bulbs" really were
"Christmas tree decorations” from Japan.

If a commodity group in a taeriff contains a given item, it would seem

that its comparsbility with any other item of that group, with the group as



DISCRIMINATORY OCEAN FREIGHT RATES 719

a whole, or any other group containing that item should not be dehisble,
except for the purpose of removing ',11: from the group. And once it is given
separate status, common sense would seem to call for removal from its former
éx‘oup status,

The argument of noncomparebility, carried ‘to the extreme, literally
means that no two items have sufficient comparability to carry the same
rates (1) no two manufacturers produce precisely the same commodity; and
{2) even two models of the same item by the same manufacturer, even if
the price and use are the same, are not identical. Some a.rgumer_xt could
be found for claiming that two pairs of shoes, differing only in color,
are incomparsble for rate;mking purposes.

Surely there must be some logical li;nit to the argument of incompara-
bility. It appears rather clear‘ that classification makes it possible, if
not ea.sy; for different people to pay differently for essentially the same
gervice. For the benefit of both the Carriers and the public gener‘ally, it
would be a public service 1f the conferences settled upon classifications
vhich are comparsble with one another genersally, and consolidated and identical
as to classification in opposite directions of the same trade.

" Value of the good as a determinant of value of the service.--There is

yet another facet of this extreme position as 1-;0 comparability. It seemé to
be generally true that a lower-miced import i1s likely to get a lower-rate
than its higher-priced export counterpart. This is f:rue even if the quality
of the two articles is identical; it is even more likely to be true if the
lower.priced incoming article is also of lower quality. It is claimed that
one of the major determinants of value-of-service is value of the article;

for this reason, the value of the article figures largely in the classifica-
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tion of commoiities. Close adherence to this principle may be a vicious
but inadequately reccgrnized deterrent to the expansion of our exports,
for the simple reason that the production costs of foreigners often are
lower then ours, for one reason or another.

Competition, substitution, and transportation.--In the final analysis

every service and article thast exists for sale is in competition with every
other article and service for sale; this universe of competition 1s focused
on every dollar which everyone of us hes for expenditure. It is not extreme
to say--in fact, it is an obvious truth.-that a new auntomobile competes in
the desires of everyone of us for a book, a sweater, or a piece of furniture
and, therefore, transportation charges, no matter how small, have a bearing
on the sale of any item. The fact that this influence exists does not depend
upon our meager ability to trace and measure its influence in minute degree
over small units of time.

Much of the power of competition comes from substitution in both the
narrow and broad senses. The principle of substitutsebility goes much farther
than lower price for equal value. A low-value good often prevents the sale
of a high.value good, even though the prices are in keeping with the differ-
ence in the quality of the two goods. There are variations of this principle,
but one illustration will suffice. For example, although article A may
not be superior to article B, if it is materially better priced than article B,

a person needing both but having the money for only one will more likely
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buy article A than sriicle 2. mis_principle of human behavior to price
has grast sigrificance, but the reasoning displayed by the Carriers in
their exnihits in explanatior of =ai justificaticn for adverse inbound-out-
bound freight rutes indicates an inedequate recognition of this principle.

Once the fact is realized that universal competition exists among
commodities , including the price of transporting them, it may be seen that
freight rates car irfluence the price of each and every article that is
for sale--ircluiirs thosz which are not in existence. Freight rates are
opportunities, variations “herein, and lack thereof. Among other causative
factors, wrongly snd rightly, frelght rates often cause some articles to
be introduced or not iﬁtroduced; to languish or succeed. The entire
reason for the Hearings sbout ocean freight-rates was the inescapable
fact that freight-fate opportunities strongiy appear tO’ be neither equal
nor equitable. The matter of rate inequality ‘I')y direction obviously can

_be a favorsble or unfavorsble item in the balance of payments problem;
this is over and sbove the bagic problem of 1mport;e.xport net.

Paper retes.--This 1s an expression in transportetion, used alike by
traffic people of ail carriers, all shippers and, of course, all reguistory
personnel who deal with freight rates and tariffs. The d.efinition' is quite
simple: it merely means that such a rate is in the tariffs, but that no
traffic moves thereon. The rate exists only "on paper."

Paper rates are always high; the traffic moving thereon is not sufficient
to give the shiprer the necessary bargaining leverage whereby t:,o obtain lower
rates.

One of the curious things about paper rates is the justification given

3 .
for their being so much higher than the rates which move substantial traffic.

20-707 0—64—pt. 4——9
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Freight rates are the result of bargaining between shippers and carriers,
directly, or ‘through the conferences, continually or intermittently.

A shipper has a large or small smownt of traffic that he can withdraw
from a given carrier; or he may have a large or small amount of new traffic
that he could generate, especially with some rate-reduction help ﬁ-om the
carrier. The carrier also has bargaining points, as well as points for his
own quiet consideration. The degree of his interest may vary depe;zding upon
several conditions. There may be more lucrative traffic that he wuld like
to carry instead of what he is already carrying, or instead of what the
shipper is offering in the way of extra traffic. There is nothing in the
law that requires a common carrier to be just as enthusiastic sbout low-
paying cargo as high-paying cargo with the same high enthusiasm that he might
display for either a high-paying cargo or cargo strategically located.

As already stated, paper rates are high rates. If one questions this
fact, he is told that it does not matter, becsuse nothing moves on ﬁe
high rate. If that true, that is all the more reason why the Conferences
should not object to lowering those rates to eliminate the disparity.

The statement thla.t paper rates are unused rates is not always true.

Probably the usual situation is that not very much moves on most paper

rates. If the carrier or the conference sees no hope of incressed flow
of a given commodity, then a reduction of the paper rate to a low level
would merely mean in its accownting, & small loss of revenue. There

are, however, numerous paper rates. Further, the carrier feels ‘that paper
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rates must be high ir order that there be plenty of room thereunder in which
to charge a variety of lower rates--the amount lower depend;j.ng, of course,
upon the length of thke arms of the bargsiners. It is much ea‘i;ier for the
carrier to reduce a rate than raise one; much easier to reduce a very high
one than one that is less high; and much easier to remain in control generelly
by the process of granting reductions.

This does not mean that every time a shipper has a shipment to make
tya.t he bargains for a rate, or that another shipper cennot uée the same
rate. On the other hand, there are so many, many ways in vhich to differen-
tiate rate situations. A truly common-carrier, nondiscriminatory freight-
Tate structure is more difficult to attain under such circumstances. Perhaps
th:é.econ_omists' advice in regard to "differentiation of the product” is
overly applied in pricing ocean common-carrier service.

In view of the fact that a shipper cannot bargain successfully unless
he is skilied, most bargaining is conducted by 1a.rgé shippers through their
own hired experts. Small shippers silently pick up the crumbs or stay away.
It ié a brave soul, indeed, who is able and willing to enter the arena with-
out previous traffic experience and successfully convince carriers that there
is a future in the traffic which he hopes to bring to the carrier. In any
event, it is a hat-in-hand posture which is hardly in keeping with the
common-csrrier principle of responsibility, and yet, it was the desire for
this self-same common-carrier service vwhich entered substantially into the
Federal Government's willingness to subsidize the liner service.

The lowest legal rate.--One of the most intriguing aspects of freight

rates is the difficulty of their ascertainment. In fact, a layman has

difficulty in understanding whether or not and the extent to which it is
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the shipper's or the carrier's legai responsibility to quote the correct
rate.

Picture a customer going into a large grocery store and finding no
prices on any of the commodities. Upon inquiry, suppose that he were told
that the prices are in books in a btack room, and that he 1s entitled to the
lowest legal ai:plicable price on each and every item. Suppose those price
books proved so exasperatingly cross-indexed, footnoted, and rendered
otherwise complex In scores of ways that at length the customer sought
the services of a high-priced expert to help him find the lowest applicable
price--there usually being more than one legally applicable in the matter
of freight rates. A small purchaser could not afford such extra cost; on
the other hand, he coﬁld nct afford Ito pay more than the lowest price.

Only in transport.a.tion 1s the customer faced with a problem of price
ascertainment of such vintage and complexity. We have samething like a
one-price system in most stores, but not in tramsportation. An excellent
doctoral dissertation could be written on the cost of pricing in transporta:
tion. If all the hours of all the people who have to do with 4freight
rates, from lawyers to clerks, from customers to carriers, from competitors
to compiainants ;3 and if the cost of all of the paper and all of the printing
that goes into making retes and auditing rates could be found and totalled,
it might be found that _rs.tes could be cut drastically, the foreign trade
of the United States increase, and the Carriers' profit improve accordingly.

Tailored rates.--One occasionally hears the expression, "tailored
rates.” It sounds as though the Carrier were more interested in the success

of the shipper, lerge or small, present or potential; than the customer
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is himself, and certainly more qualified as to the business acumen requisite
to the customer's business success. All the customer has to do to obtain

the Carrier's solicitous interest in a customer's success, is lay all of

his cards on the table. In return, the Carrier will go as far down as his
own cost in order to help the customer--provided, of course, that nothing
stands in the way of traffic increasing gxcept a reduction in the freight
rate. All other bottlenecks or difficulties must first have been solved.

This is called pricing on the basis of the sbility to pay. More realistically
described, such pricing is on the basis of varying degrees of sbility to
resist paying.

By this process, customers do not pay on the basis of value of the
service in the long rm, 01; even on a basis which will maximize profits
to the Carrier in the long run. Instead, this approach is discriminatory to
shippers and short-sighted on the part of the ‘Carriers; in the .true sense
of the word the: developmental attitude in pricing is not as strong as it .
should be. The steamship industry has a long way to go for all shippers
to be treated equally and equitebly; in the meantime the Merchant Marine,
in spite of subsidy snd in spite of increasing government traffic, is not
advencing with the Nation.

Chaos .--"Legislative rate-making", "unbridled competition", and "rate
chaos™ are the defensive phrases which seem to arise spontaneously from the
Carriers whenever any criticism is wvoiced about the current status of ocean
conferences and their freight rates, -Study of the Carriers' exhibits and
other materials suggests that what exists now is close to rate chaos. The
need for better economic ground rules, particularly in the matter of freight
rates, seems overdue. If improvements were made in such matters, it would hardly
bé possible for the shippers, the Carriers, and the balance of payments not

to be benefitted.
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Appendix Tsble 1

TEN PERCENT SAMPLE OF EXPORT RATES TO JAPANESE PORTS FROM U. S, ATLANTIC AND GULF PORTS

Sample
Item No.

Commodity Description

Export Rate

Matching
Import Rate

Import Tariff
Jtem No.

1

- o\

\O o

10

13
14

15
16

Acetic Anhydride
(Import: Rate applies on chemi-
cals, Industrial, N.0.S.)
Acid, Cresylic
(Import: Rate applies on chemi-
cals, Industrial N.0.S.)
Acid, Phosphoric
(Itmort: Rate epplies on chemi-
cals, Industrial N.0,S.)
Air Conditioning and Heating Ducts,
metal
Aluminum, Bars, Plates, Sheets,
Strips, Slugs
(Import: Tariff rate is $25.75
W/M for W. of 2240 1bs. In order
to be comparsble, the import rate
has been converted to 2000 1bs.)
Alunminum Sulphate
Aniline 0il
(Import: Rate applies on chemi-
cals, Industrial, N.0.S.
Asbestos, crude or fiber
Automobiles, passenger, N.0.S.
Freight end trailers (Equipped
with speciel ex.ray and radio
trensmitting facilities -- No
compareble inbound item.)
Barrels and Drums, Aluminum or
Stainless Steel
Bearings, Ball and Roller
Beer - The export rate is 83¢ per
case.
(In order to be comparable with the
matching import rate, the export
rate of $30.75 W/M for Beer, Ale
and Stout has been used as shown
in item 295 of export rate.
Blood Meal, Animal food
Bone, Char or Bone Black, Animal,
Charcoal N.C.S.
Brake fluid, hydraulic
Butyraldehyde
(Import: Rate applies on Chemi-
cals, Industrial, N.0.S.)

$ 83.75 WM

48.50 w/M

65.75 W/M

43,50 W/M
33.50 W

B
=
(20
==

C26.50 W

TL.50 W/M

52.00 W/M
63.50 W/M

30.75 W/M

40.50 W/M

51.75 W/M
60.00 W/M
8l.50 W/M

$ bb.50 w/M
Lh .50 w/M

99.00 W/M

31.00 W/M
22.99 W/M

32.00 W/M
62.25 W/M

40.25 w/M

No rate

No rate
No rate
bk .50 W/M

420

k20

1315

993
b5

1705
420,

755

595
951

190

k2o
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Matching Import Teriff
Ttem No. Commodity Description Export Rate Import Rate Iten Ro.

17 Candy end Confctionery $ 76.50 WM $ 57.50 w/u 805
(No import rate published; used
item 805 of tariff applying to
groceries and provisions, N.0.S.)

18 Carbon Black 22.00 W/M No rate

19 Catalyst, Spent 35.25 W 4% .50 W/M h20
(Import: Rate applies on chemi-
cals, Industrial, §.0.S.)

20 Chemicals Moisture Absorbent 59.50 W 4k 50 W/M 420
(Import: Rate $44.50 W/M on chemi-
cals N.0.S., value not exceeding
$500.00 per 40 cu. £t.)

21 Clay Ground N.0.S. 23.00 W 3.5 W h32
(Import: Rate of $37.75 W applies
to china clay in drums. No import
clay ground K.O.S.

22 Coke and Coal 55.00 W No rate

23 Conduit Fiber over 6" I.D. 51.00 W/M 40.00 W/M 635
(Import rate applies on electrical
goods and supplies N.0,5., value
not exceeding $500.00 per L0

cu, ft.)
2k Corn Products, Flour and Starch k.25 W 57.50 W/M 805

(On starch only, the export rate

is $28.00)
25 Cottonseed in bags 52.25 W 38.25 W 1495
26 Cotton Linters, compressed less

than 32 lbs. cu. ft. 40,00 W No rate
27 Creanm sterilized 55.75 W/M 28.00 W/M 376
28 Dicalcium Phosphate 43.75 W/M hk.50 W/M k20

(Import: Rate spplies on chemi-
cals, Industral, N.0.8.)

29 Dip, Liquid, Animal or Poultry 41,50 w/M 48.50 w/M Special
(Cresol in import tariff) Rate P.96

30 Dyes, Dyestuffs, Dye Intermediates 84.00 W 80.00 W/M 615

31 Ethly Hexanol 43.98 w 44,50 W/M 420

The published export rate is
$49.25 gross ton. In order to be
comparsble with import rate, the
export rate has been converted to
net tons. Import rate applies on
Chemicals Industrial, N.0.S.
32 Pertilizer 20.00 W 18.00 W 670
Export and Import rates published
per gross ton or 2240 1bs.
33 Filter Tips for Cigarettes 41.50 w/M Fo rate
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Sample
Item Fo.

Comnodity Description

Export Rate

Matching
Import Rate

Import Tariff
Item No.

34

35
36

37
38
39
ko

41

b3

ks
46

b7

Flotation Reagents, Dry or Liquid

(Import: Rate epplies on chemicals,
Industrial, N.0.S.

Food Packeges - C.A.R.E.

Gasoline Service Stations, Mobile
S/U. (Machinery and Parts, N.0.S.
in import tariff)

Glass Fibre; Roving, Mats, Staple

Glycerine, In Bulk (Export rate
449.50 converted 2000 1bs.)
(Import: Rate applies on Chemi-

cals, Industrial, N.0.S.)

Hair, Animal

Honey, In Bulk (Export rate $43.75
converted 2000 1bs.)

Insuleting Material N.0.S.

(Fibre N,0,S. in import tariff)

Iron and Steel, Bars
The export and import rates pub-
lished per gross ton or 2240 1bs.

Iron and Steel Febric, Wire and Wire
Mesh (Not exceeding 80' per 2240
Ibs. in import tariff) Both rates
for 2240 1bs.

Iron and Steel Pipe, Cast

Both rates for 2240 lbs.

Iron and Steel Pipe 6" to 10" I,D.
Both rates for 2240 Ibs.

Iron and Steel Tanks K/D
The export rate is $48.25 per gross
ton (2240 1bs.) In order to be com-
pareble with the import rate, con-
version made on export rate for 2000
1bs.

Junk, 0ld Clothing as Regs
Export rate applies on compressed
density exceeding 64 cu. ft., but
not 72 cu. £t. per 2000 1bs.

Junk, Scrap Metal, Brass Shells or
Cartridges
Published import rate of $25.50 W/M

applies on 2240 1bs./40 cu. ft. Con-

verted to 2000 1bs./H40 cu. ft. to
match export rate.

$ 69.25 W/M

58.50 W/M
61.50 W/M
56.25 W/M
k.20 W

49.50 W/M
gggg 3/14
30.50 W/M

40.50 W/M

42,75 W/M

35.50 W
143.08 W/M

78.25 W

hl.25 W

$ 44,50 W/M

28.00 W/M
42.00 W/M
55.50 W/M
uk4.50 W/M
48,50 wW/M
57.50 W/M
55.50 W/M
18.50 W/M

29.00 W

2h.25 W/M

2k.25 w/M

31.00 W/M

k7,25 W

22.77 Ww/M

k20

315
1095
685
k2o
815
805
685
950

975

964

964
993

1365

285
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Sample Matching Import Tariff
Iten No. Commodity Description Export Rate Import Rate Iten No.
L9 Junk, Scrap Metel, Radiator-Brass
or Copper Loose $ sh.75W $22.77 W/ 285
Published import rate of $25.00
W/M epplies on 22k0 Ibs./L0 cu.
£t, Converted to 2000 1bs./k0
40 cu. to match export rate.
50 Lead Pipe, Sheets, Slebs, Wire 66.75 W 43.50 W/M 80
(Import - Lecd ware)
51 Lime, Hydrated 51.75 W Lk .50 W/M 420
(Import: Rete applies on Chemicals,
Industrisl, K.0.5.)
52 Live Animals, Cows, Donkeys, Horses
and Mules 288.25 ea. Ho Rates. Must
make spplication
to Conference
53 Lumber and lLogs, Light 53.75 W 52.00 MBM 1090
(No import rate on logs)
54 Magnesite, Dcad, Burned 35.25 W/M 45.00 W/M 1105
55 Marble and Granite 50.50 W/M 31.00 W/M 1700
56 Milk, Sterilized k0.5 w 57.50 W/M 805
57 Monasodium Glutamate 45.75 w/M 54.25 w/M 1180
58 Newspaper, 0ld 25,19 W No Rate
60 cu. ft. to 75 cu. ft.
per 2000 lbs.
59 Rursing Units, Glass Bottles, Caps
and Nipples 45.00 w/M No Rate
60 0i1, Core 61.00 W/M 63.00 W 1237
61 0il, Tung 58.00 W/M Lh.75 W 1225
62 Ores, Bauxite, Manganese, Nickel,
Copper, Lead, Zinc in Bulk 42,00 W 53.00 W 1252
63 Paper Bags, Aluminum interior and
insulated 60.25 W/M 24,50 W/M 15
64 Peper, Insulcting, Wadded 50.50 W/M 52.00 W/M 1270
65 Paper, Tissue Soasp Impregnated 5k.25 W/M 52.00 W/M 1270
66 Paper Waste for Pulping (2240 1bs.) 2335 W Fo rate
67 Peat Moss S1.(5 W 27.00 W/M 1190
68 Phosphorus, Red 75.00 W/M 99.00 W/M 1315
& Pipe, Clay 24" to 36" I.D. 87.75 W No rate
T0 Polyacrylamide 54%.50 W/M b4 .50 W/M k20
(Import: Rate applies on chemi-
cals, Industrial N.0.S.)
T Potassium Carbonate 50.00 W/M 44,50 W/M k2o
(Import: Rate applies on chemi-
cals, Industrial N.0,S.)
Pyridine, in Drums 83.50 W/M k.50 w/M 420

(Import rate applies on chemi-
cals, Industrial N.O.S.
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Sample Matching Ioport Tariff
Item No. Commodity Description Export Rate Import Rate Item Ho.
3 Refrig.Cargo; Cheese Dressing $112.50 W/M  $ 57.50 W/M 805

(Import: Rate applies on groceries
and provisions K.0.S.) .
™ Refrig. Cargo; Fruit, Citrus N.0.S. 11%.25 w/M 85.25 W/M 580
&3 Refrig. Cargo; Meat, Tenderloins 115.75 W 135.25 W/M 505
(Import: Rate applies on cold
storage cargo N.0.S.)
76 Refrig. Cargo; Soups, Frozen 122.50 W/M 135.25 W/M 505
(Import: Rate applies on cold
storage cargo N.0.5.)
ki Relief Cargo; Butter, Cheese and Pork 53.25 W/M 57.50 W/M 805
(Import: Rate spplies on groceries
and provisions N.0.S.)
78 Relief Cargo; Vegeteble Shortening 43.75 W/M 57.50 W/M 805
(Impcrt rate applies on groceries
and provisions N.0.S.)
9 Rope and Twine, N.O.S. 51.75 H/M 82,00 W 1422
80 Rubber, Synthetic, Crude and
Synthetic Latex in Drums. 40.38 W bh.50 W/M 420
Published export rate is $45.00 per
gross ton. Converted to be com-
parsble import rate per net ton.
(Import: Rate of $44.50 W/M used
applying to chemicals industrial
N.0.8.)
81 Sausage Casings 60.75 W/M Fo rate
82 Shells, Mussels to 55 cu. ft. per
2000 1bs. 28.50 W 27.50 W/M 1520
83 Silicon Carbide, Fused 33.00 W bh.50 w/M k20
(Import: Rate of $44.50 W/M used,
applying to chemicals, indus-
trial N,0.S.)
8k Soda, Caustic in Drums or Bags 28.50 W 52,00 W/M 1625
8s Soda, Phosphates 3h.25 W 18.00 W/M 670
Export and import rates apply
2250 1bs.
86 Solder 60.75 W/M 371.25 W 1€55
87 Soup, Canned 46,20 W 28.00 W/M 375
Export rate published TT¢ per case.
Converted to 2000 lbs. rate same as
import rate.
88 Staves, Fibreboard 85,75 W/M 34.00 W/M 1830
8 Tabulating Cards, New 53.00 W/M 52.00 W/M 1270
90 Tape, Paper, Cloth or Composition
Gaummed and Not Gummed N.0.S. 48.25 w/M 51.00 W/M 1695
91 Tire Inflator 50.00 W/M 43.50 w/M 945
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Sample Matching Import Tariff
Item No. Commodity Description Export Rate Import Rate Item No.
92 Tractors, Trailers, Unboxed $61.25W/M  $ 65.50 W/M 1415
93 Vans, K/D; Cargo Containers, Steel 39.25 W/M 38.25 W/M 1797
9k Weed Killing Compounds N.O.S. 60.00 W 44,50 W/M k20

(Import: Rate of $44.50 W/M used,
applying to chemicals, industrial

§.0.5.)

95 Yarns, Synthetic, N.0.S. 56.25 W/M 41.00 W/M 1380
96 Zinc Sulphate 60.50 W/M 41,50 W 1705
97 Corn Gluten Feed in Bags 48.50 W 41.50 W/M 1690
98 Flour, Rye or Wheat in Bags 22.00 W No Rate
9 Rice, in packages other than bags,

including Rice Bren, Rice Screen-

ings, Polished Rice, Rice Flouwr,

Rice Starch (Groceries end provi-

sions in import tariff) k1.75 W/M 57.50 W/M 805
100 Wheat, Gluten, Dried, in Bags k.25 W 41,50 W/M 1690
101 0il; Lubricating, Batching Cordage

and Mineral in bulk. 2k.55 W 38.25 W : 800

(No import rate on Mineral 0il)
Both rates for 2240 1bs.

Tariff authorities and notes:

Outbound - Far Esst Conference Freight Tariff No. 23, as of
November 1, 1963.

Inbound - Jepen Atlantic and Gulf Freight Conference Tariff
No. 32, as of November 1, 1963.

W, M, W/M = 2000 1bs. or 40 cu. ft., unless stated to the contrary.

MBM = 1000 Feet Board Measurement (Lumber).
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Appendix Table 2

TEN PERCENT SAMPLE OF IMPORT RATES FROM JAPAKRESE PORTS TO U. 8. ATLANTIC & GULF PORTS

Sample Mstching Export Tariff
Item No. Commodity Description Import Rate Export Rate Item Number
1 Acid, escorbic $ 62.25 w/M  $ 84.25 W/M 30
2 Alumina, eluminum oxide 24,78 w 33.00 W/ 132
Import rate of $27.75 for 2240
Ibs. changed to $24.78 for 2000
1lbs. in order to be comparsble
to the matching export rate.
3 Animals, Live, Domestic - Cats
and Dogs 86.75 ea. 104.00 ea. 1508
b Asphalt Felts and Roofing 45.00 W/M 29.69 W 3500
Matching export rate for 22k0
1bs. sdjusted to 2000 lbs.
5 Banboo, Chip, Reed and Wooden
materiel - Blinds 23.50 W/M 83.75 W/M 520
6 Beer -- 40.25 W/M 30.75 W/M 295
Matching export rate is 83¢ per
case; in order to be comparsable
with import rate, the matching
export rate of $30.75 W/M for Beer,
Ale, and Stout has been used, sas
shown in item 295 of the Export
Tariff.
T Binoculers, Opera Glasses, Telescopes
- to $500.00 Value per 40 cu. ft. 44,00 W/M 83.75 W/M 520
8 Boats - when cerried under deck -
minimum weight 8,000 1bs. 19.00 W/M 52.50 W/M 345
9 Brass - Angles, Bars, Ingots, Rods,
ete. 25.75 W/M 43.50 W 400
10 Bronzeware, N.0.S. 52.75 W/M 83.75 W/M 520
1 Cgkes and Meals, Fish 35.75 W 43,50 W 991
12 Cemerss, Photographic Enlargers
and Accessories 31.00 W/M 58.75 W/M 2072
13 Canned Pet Food 28.00 W/M 55.75 W/M 468
14 Chaelk, precipiteted 41.75 W/M 83.75 W/M 520
15 Chillies 88.75 W 83.75 W/M 520
16 Cold Storage - Fish, N.0.S. 100.50 W 122,50 W/M 2244
iT7 Copper; Bars, Ingots, Sheets,
Strips, etc. 25.75 W/M 20.20 W/M 685
18 Cotton Piece Goods 28,00 W/M 65.50 W/M 2080
19 Curios, Rosaries and Parts 62.25 WM 83.75 W/M 520
20 Drugs, Medicines - Value exceeding
$500.00 per 4O cu. ft. 97.75 W/M 128.00 W/M 876
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Semple Matching Export Tariff
Item Ko. Commodity Description Import Rate Export Rate Item Number

21 Electrical Goods and Supplies

Value exceeding $500.00 per 4O

cu. ft. $ 55.00 WM $ 68.75 W/M 885
22 Ferro Menganese, in bulk

Import rate of $10.00 for 2240

1bs. edjusted to 2000 1ibs. 8.93 W 30.00 W ot
23 Firewvorks 58.25 W/M 83.75 W/M 520
2h Flashlights, battery operated bk.50 W/M 83.75 W/M 520
25 Glass end other Lens, Spectacles

and Sun 64.75 W/M 83.75 W/M 520
26 Gunny Bags and Waste 24,25 W/M 65.00 W/M 240
27 Herdware, Shovels 38.25 w 103.25 W 2500
28 Household Goods 69.25 W/M 83.75 W/M 520
29 Insect Powder and Insecticides 69.00 W/M 63.25 W/M 1264
30 Iron and Steel articles --

Bearings, Ball and Roller 62.25 w/M 63.50 W/M 285
31 Ircn end Steel articles -. Pipe

and Tubes (2240 1bs./4O cu. ft.) 2k.25 w/K 36.00 W/M 134
32 Iron and Steel articles -- Wire-

not exceeding 80 cu. ft. per 2240

1bs. 16.97 W 32,75 W/M 1369

Import rate of $19.00 for W. of

2240 1bs., 80 cu. ft., changed to

$16.97 for W. of 2000 1lbs., 72 cu.

ft. to be ccmparable to matching

export rate.
33 Iron and Steel articles -- Wire

exceeding 80 cu. ft. per 2240 1bs. 27.00 W 32.75 W/M 1369

Import rate of $30.25 for W. of

2240 1bs., 80 cu. ft., changed to

$27.00 for W. of 2000 lbs., T2 cu.

ft., to be compareble to matching

export rate.
3h Isingless 52.00 W 83.75 W/M 520
35 Lamps and lanterns - Value exceed-

ing $206.00 per L0 cu. ft. 32.00 W/M 45.00 W/M 1426
36 Lumber 59.75 MBM 53.75 W 1602
37 Megnesium Serap 32,75 W/M 36.00 W 1638
38 Mineral Wster 52.00 W/M ho.oo w/M 2930
39 Motorcycles - Vaiue under $595.00 23.50 W/M 55.25 W/M 1738
L0 0ils, Camphor 85.75 W/M 83.75 W/M 520
b1 Oils, Fish 47.50 W 55.00 W/M 1796
42 Ore, N.0.S. 53.00 W b1.50 W 1470
L3 Pepper, white 98.75 W/M 83.75 W/M 520
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Sample . Matching Export Tariff
Item No. Commodity Description Import Rate Export Rate Jtem Rumber

by Plurbing Supplies $ 32.00 WM  $ 45.00 W/M 2109
ks Potatoes in bags or crates hs.00 w/M 53.25 W 2912
u6 Ramie Noils 44,00 W/M 83.75 W/M 520
b7 Rope, aecorative 36.75 W/M 51.75 W/M 23710
48 Sake, canned, bottled k9.50 w/M 83.75 W/M 520
ko Shells, Mother.of-Pearl b6.25 W/M 83.75 W/M 520
50 Shoyu, Barbecue Sauce, cenned or

bottled 30.50 W/M 55.75 W/M 468
51 Silk Staple Fiber (mixed goods) 59.50 W/M 54.25 W/M 2700
52 Skins, sheepskins pickled 62.25 W 50.00 W 1216
53 Sodium Sulphate 21.50 W 52.00 W/M 2625
5k Sporting Goods N,0.S. - Value exceed-

ing $400.00 per cu. ft. 61.25 W/M 83.75 W/M 520
55 Tea, Black 30.00 W/M 55.75 W/M 2805
56 Titanium Dioxide 35.00 W/M 45.50 W/M 300k
5T Toys, N.0.S. 23.50 W/M 59.50 W/M 2862
58 Wai. board, Plywood and Veneer - 29.75 W/ 45.25 W/M 1610
59 VWoolen manufactured, mixed other

synthetic fibers 43.00 W/M 83.75 W/M 520
60 Zinc menufactures, N.0.S. 43.50 w/M 55.00 W 2988

Tariff authorities and notes:

Outbound - Far Egst Conference Freight Tsriff No. 23, as of November
1, 1963.

Inbound - Jzpan Atlantic and Gulf Freight Conference Tariff No. 32,
as of November 1, 1963.

W, M, W/M=2000 lbs. or 40 cu. ft., unless stated to the contrary.

MBM = 1000 board feet.
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APPENDIX TABLE 3

TEN PERCENT SAMPLE OF EXPORT RATES FROM U. S. NORTH ATLANTIC PORTS
TO WEST GERMAN PORTS -- PLUS MATCHING IMPORT RATES
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Export Rate

Matching Import Rate

Sample Commodity description To 220k 1bs. Extended to  Tariff
item and comment re match- West or 35.3 page
number ing import item Germany cu. ft. 1bs. cu. ft. number
1 Bomb Shells, Aluminum Empty $ 36.25 W/M - - - -

(Inbound: No matching rate)
2 Housing for Bombs Fins - 43.50 w/M - - - -
(Inbound: No matching rate) '
3 Additives for Fuel 0il, Gas,
Grease, etc. 30.50 W/M $82.00 WM $83.32 $92.88 SR 3
(Inbound: Chemicals, N.0.S.)
4 Alloy, Mangsnese Copper 63.00 W/M 50.00 W 50.81 - 23
5  Aluminum, Honeycomb 55.00 W/M 34,50 W/M 35.06 39.08 25
6  Antennas, Television 2h.25 WM 27.50 W/M 27.9%  31.1k 27
T Appliences, Small Kitchen, .
electric 21.75 W/M  Th.50 W/M 75.70 84.39 26
8  Asphalt: Bridge Plenk and
Paving Joints k2. 75 W - - - -
(Inbound: No matching rate)
9  Automsbile Hose Clamps 29.75 W/M  18.75 W/M 19.05 21.24 SR 2
10  Automobile Tools, Hend, includ-
ing Portable Electric 36.25 W/M 34.50 W/M 35.06 39.08 121
11 Begs, Plastic 86.25 W 20.75 W/M 21.08 23.50 L6
(Inbound: Containers empty,
§.0.S.)
12  Barrels or casks 36.89 W/M  20.75 W/M 21.08 23.50 46
(Inbound: Contains empty, :
N.0.S.)
13 Batteries, N.0.S. To $350.00 61.50 W/M  39.00 W/M 39.63 44,18 30
14  Bedsteads and Springs - To $300. 37.25 W/M  bh2.50 W 43.18 - n3
15 Bicycles, Tricycles and Parts 37.25 W/M  1h.25 W/M k.50 16.14 SR 2
16 Blocks, Limestone and Merble,
Rough 5 Tons 38.00 W 22.75 W 23.12 - 81
17T Bledders, Dry 127.00 W 20.75 W/M 21.08 23.50 46
(Inbound: Containers, empty,
N.0.8.)
18 Boards, Asbestos (Sheets) o075 W 25.75 W 26.16 - 27
19 Boats, Cruisers, Row, Motor,
Sails 18.00 M 14.00 W/M 15,23 15.86 132
20 Bottles, Glass, empty .00 W 38.00 W 38.61 - 61
21 Bress, Bars and Billets 30.00 W 22.75 W 23.12 - SR 2
22 Bristies 98.00 W/M 55.00 W 55.89 - SR 6

(Inbound: Hair, animsls,
¥.0.8)
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Export Rate

Matching Import Rate

Sample Commodity description To 2204 1bs. Extended to Tarift
item end comment re match- West or 35.3 2240 50 . page
nunber ing import item Germany cu, ft. 1lbs. cu., ft. nusber
23  Buttons and Blanks $57.50 WM $ 50,00 W/M $50.81 $56.64 &R3
2k Cans, empty, N,0.S. Tin, K.D.  56.75 W/M 17,25 W 17.53 - SR 3
25 Carrlers, Cranes 16.00 W/M 26,00 W/M 2642 2945 8RS8

26 Catalyst, Carrier for
Refractories 5w 82.00 W 83.32 - SR 3
(Inbound: Chemical, N.0.S.)
27  Cement, Gasket, Automobiles 44,00 W/M 24,50 W 24,89 - 4o
28 Cereals 57.50 W 52,00 W 52,84 - SR 5
(Inbound: Flour and meal,
N.0.5.)
29 Cheese - Ordinary Stowage 2,75 W 61,50 W 62.49 . b
30 Clay, Ground, Fire,
Fuller's Earth 23,50 W 21,75 W 22.10 - SR 3
31 Coal, in Bags 32,75 W 33.00 W/M  33.53  37.38 56
. (Inbound: Fuel, Dry) )
32 Coffee, Roasted, in Bags 68.25 W 27.00 W 27.43 - SR 4
33  Compound, Boiler 59.50 W 82,00 w/M 83.32 9288 SR 3
(Inbound: Chemicals, N.0.S.)
34 Compound, Cleaning, Soap Base,
Napalm 32.00 W/M 38.00 W 38.61 - 43
(Inbound: Cleaning compounds
and detergents)
35 Compound, Fuel Oil Treatment 60.75 W 82.00 Ww/M  83.32 92.88 SR 3
(Inbound: Chemicals, K.0.S.)
36 Compound, Textile Processing
and Finishing 31.75 W 82.00 /M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)
37 Conveyors, Portable Freight 63.00 W/M 28.75 W/M 29.21 32.5T SR8
(Inbound: Machinery N.0.S.
and parts)
38 Copper; Wire, Bare k3,75 W 2,75 W 23.12 - 46
39 Corpse-Stowage Ship's Option 454,75 Each - - - -
(Inbound: No matching rate)
4  Covering, Asbestos 72.00 W 25,75 W 26.16 - 27
41 Dangerous Cargo, N.0.S. 87.25 w/M - - - -
{Inbound: No matching rate)
k2 Documents, Negotisble 80.00 W 36.50 W/M  37.09 41.3% SR 10
(Inbound: Printed matter)
43 Druggist Sundries, N.0.S. 61.50 W/M - - . - -
(Inbound: No matching rate) :
kb Fggs, N.0.S.-Ordinary Stovage 39.50 W/M 74,50 W 75.70 - 50
45  Equipment; Refrigerating,

Industrial

28,00 w/M 25.25 W/M ~ 25.66 28.60 SR 10
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Export Rate

Matching Import Rate

Sample Commod 1ty description To Ibs. xtended to TarIfT
item and comment re match- West or 35.3 page
number ing import item Germany cu. ft. 1bs. cu. ft. number
L6, Fabrics, Bagging, on rolls $ bh,00 W $30.50W/M $30.99 $3b.55 118
47  Fans, Electric 63.00 W/M 67.00 WM 68.11  75.89 53
48  Feed; Meal, Blood 16.50 W 30.50 W 30.99 - 53
L9  Feed; Whey, Animal 18.00 W © 30.50 W 30.99 - 53
50 Ferro Titanium 35.50 W 26.00 W 26.32 - 120
(Inbound: Titanium Dioxide)
51  Fillers, Beverages .
Dispensing Tanks 36.00 W/M 25.75 WM 26.16  29.17 16
52 Filters Tips-Cigarette 26.25 W/M - - - -
(Inbound: No matching rate)
53 Flakes, Vegeteble 0il-
Hydro. Bags 35.00 W 38.00 W 38.61 - 43
5k Flour; Wood-over 100' per ton 54.50 W 21.00 W 21.33 - SR 13
(Inbound: Wood pulp N.0.S.)
55 Flour; Corn. Potato Flour
or Meal 27.50 W 19.00 W 19.31 - SR 5
56 Flowers, Artificial 63.00 W/M 24,00 Ww/M 24,39 27.18 SR 10
57 Food Packages "CARE" Gifts 56.00 W 28.50 W 28.96 - SR 10
(Inbound: Meats, canned)
58 Freezers; Commercial, Ice Cream T78.50 W 2h.25 WM 2h.6h 27.47 SR 10
(Inbound: Refrigerators)
59  Fruit; Dried, NW.0.S.
Boxed-Strapped 43.75 W, T3.00 W .18 - 56
60 Furniture-Value $175.00 to
$250.00 37.25 W/M 26.75 Ww/M  27.18 30.30 5T
61 Gears, Railway Car Draft 38.00 W Lo.co Ww/M  L40.64  45.31  1bs
62 Glass, Rough Rolled or Wire 39.00 W 21.75 W 22,10 - SR 5
63 Glaessware, Plain or Decorated 37.25 W/M 22.75 WM 23.12 25.77 61
6k Gluten, Wheat, Dry, in Bags 34.00 W 33.00 W 33.53 - 56
65 Guns, Paint and Spray and
Parts 37.25 W/M 20.75 W/M  21.08  23.50 8o
(Inbound: Machines-
Sprayers )
66  Handkerchiefs 63.00 W/M 60.50 W/M 61.47 68.53 118
(Inbound: Cotton goods
Manufectured)
67 Hides, Cattle, Horse, or Sheep,
Green Salted 19.00 W 30.00 W 30.48 - SR 11
68  Hose, Clamps 29.75 WM 3k.50 W/M 35.06 39.08 66
(Inbound: Herdware,
general, to $300.00 value)
Insecticides, N.0,S. Value to
104 1b. 39.50 W 60.50 w/M  61.47  68.53 70

20-707 0—64—pt. 4——10
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Export Rate Matching Import Rate
Sample Commodity description To 2204 1bs. Extended to Tariff
item and comment re match- West . or 35.3 20 10 page
number ing import item Germany cu. ft, 1bs, cu. ft. number
70 Insulation, Foam Glass, Glass
Fibre Asbestos $ 32.75 WM $b5.00 WM $45.72  $ 50.97 T
71 1Iron or Steel, Ingots 2h. 75 w 19.25 W 19.56 - 11

(Inbound: No rate--used
billets and bloom up to

2 tons)
72 Iron or Steel, Structurals,
ete. bo' 28.50 W 19.75 W 20.07 - 1k
73 1Iron or Steel, Hoops Barrel k.25 w 22.00 W 22.35 - 143
74 Iron or Steel, Ry. Equipment
Brake Shoes 33.25 W 40.00 W/M ko.64  k5.31 145
75 Iron or Steel, Stapping - Seals 30.25 W 27.25 W 27.69 - hLNY
(Inbound: Used band and strip
rate)
76 Iron or Steel, Wire, N.0.S. 63.00 W/M 2175 W 22,10 - 146
Tt 1Iron or Steel, Wire Aluminum,
Brass or Copper Clad 30.50 W 36.00 W 36.58 - 146
T8  Juice, Apple 38.00 W 27.50 W 27.94 - Th
79 Lenolin 63.00 W/M  40.00 W ho 64 - [
(Inbound: Wool grease - in
cases) )
80 leather, Artificial 42.00 w/M 47.00 W/M k7.76 53.2k k4
81 Livestock, Cattle and Horses
- live 266.75 Each 440.00 Bach  440.00 Ea.4h0.00 Ea. 139
82 Animals, Cats - Live 53.25 Bach  97.00 W/M 98.56 109.87 138
83 Lumber and Timber, Logs - 5
Tons 28.25 W - - - -

(Inbound: No matching rate)
84  Lumber and Timber, Squares and
Billets Lr.25 W 33.50 W 3k.0h - 129
(Inbound: Wood boards - no
specific rate)

85 Machinery, Plastic Moulding 33.55 WM  28.15 W 29.21 - SR 8
{Inbound: Machinery, N.0.S.)

86 Machines, Dryer, Hair 30.50 W/M  25.00 W/M 25.50 28.32 26

87 Mechines, Sanding 33.50 W/M 28.75 W 29.21 - SR 8
(Inbound: Machinery, N.0.S.)

88 Matzos 68.25 w 52.00 W 52.84 - SR 5
(Inbound: Flour and meal,

§.0.8.)
89 Metal, Bismuth or Residues kias w 27.50 W 27.94 - 1hs
90 FNetting, Woven Wire 12.00 W 25.00 W/M 25.50 28.32 146

(Inbound: In cases or crates)
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Export Rate Matching Import Rate
Sample Commodity description To 220h 1bs. . Fxtended to Tariff
item and comment re match- West or 35.3 2200 170 page
nunber ing import item Germany cu. ft, 1bs. cu. ft. number
91 Huts, Filberts (Hazel) in
Shell $53.75H $64.00W $65.03 - 87
92 O0ils - Grease, Inedible, Bulk 10.50 W 15.00 W 15.2% - SR 9
93 0ils, Vegetable, Coconut -
Bulk 10.50 W 15.00 W 15.24 - SR 9
94  0ils, Citrus, Distilled, in
Drums 60.75 W 26.00 W 26.42 - SR 9
(Inbound: 0il, palm kernel)
95 0il, Fusel (Amyl Alcohol) 27.50 W 27.50 W 27.94 - 89
(Inbound: Mineral 0il) .
96  0il, Safflowver, in Drums 2. 75 W 38.00 W 38.61 - 89
{Inbound: Vegetable oil
N.0.8.)
97 Onions, in Bags 37.25 W 53.50 W 54.36 - 90
98  Ore, Manganese 22.00 W 27.25 W 27.69 - 90
99  Pads, Senitary 30.50 W/M  26.75 W/M  27.18 30.30 118
(Inbound: Textile - cotton
goods - tissue and yarns
3X)
100 Peper, Absorbent, N.O.S. 5k.50 W/M 39.50 W ho.14 - 93
(Inbound: Tissue)
101  Paper, Board, Wood Pulp, N.0.S. 39.00 W 20.75 W 21.08 - SR 2
102 Paper, Covers for Records 55.00 W/M 41.50 W/M 42.17 47.01 94
(Inbound: Paper were, N.0.S.
envelopes }
103 Paper, Newsprint, in Rolls 25.00 W 27.25 W 27.69 - SR 9
104  Paper, Printing, Plain under
300 1b. Rolls 44,50 W 27.25 W 27.69 - SR 9
105 Paper, Tags Stock, in Rolls T2.00 W 64,50 W 65.54 - 92
(Inbound: Paper N.0.S.)
106 Paper, Waste, to 110' per G.T. 26.50 W 2h.25 W 2kL.64 - SR 12
107 Paste, Printing 72.00 W 36.50 WM 37.09 41.3% 63
{Inbound: Glue, liquid, in
cans, in cases)
108 Periodicals 54,25 W 36.50 W/M 37.09 k1,34 SR 2
(Inbound: Books)
109 Pipe, Lead to 4" 0,D. 38.00 W 23.00 W/M  23.37 26.05 98 &
(Inbound: In cases) SR 5
110 Plates, Jlectrotype 63.00 W/M  27.50 W 27.9% -
(Inbound: Printing plates)
111 Potatoes, Dehydrated, Packed 28.50 W 19.00 W 19.31 - SR 5

{Inbound: Potato, flour or
meal
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Export Rate

Matching Import Rate

Sample Commodity description To 2204 1bs. Extended to Tariff
item and comment re match- West or 35.3 page
nurber ing import item Germany cu. ft. lbs. cu. ft. number
112 Preserves, Marmslade $75.75W  $41sowW  $h2aT - 101
113  Products, Fat Backs, Dry Salted 26.50 W 28.50 W/M  28.96 32.28 SR 10
11k Putty 63.00 W/M  29.75 W 30.23 - 102

(Inbound: In cases)
115 Redium £, Val. 6/10% 3% Ad.Val. 4% Ad.Val. 3% Ad.Val. 104
116 Refrigerator List-Apples .
and Pears-Case 2.40 Ea. 91.00 W/M  92.46  103.08 136
(Inbound: Fruits N.0.S.)
117 Refrigerator List-Grapes-Boxes 1.40 Ea. 62.00 W/M 63.00 70.23 136
118 Refrigerator List-Medicinal 120.00 W 167.50 W/M  170.20 189.73 136
119 Refrigerator List-Lard 8h.25 W 54,50 WM 55.38 61.73 136
(Inbound: Meat preserved, N.0.S.)
120 Refrigerator List-Horse Meat 123.25 W 55,50 W/M  55.38 61.73 136
(Inbound: Meat preserved, N.0.S.)
121  Rerments, Cotton 45,00 W 26.75 WM 27.18 30.30 118
122  Rock, Garnet, Crushed 35.00 W 29.75 W 30.23 - SR1 -
(Inbou.nd Abrasives, N.0.8.
in bags) .
123  Roofing, Paper k750 W 45,00 WM  b5.72 50.97 T
(Inbound: Insulating material
§.0.S.
124 Rubber Goods, Hose 60.75 WM T2.00 WM  73.16 81.55 106
(Inbound: Rubber ware N.0.S.)
125 Rugs, N.0.S. 33.00 W/M k9,00 WM  k9.79 55.50 39
126  Scrap, Aluminum-To 60' per Ton 19,25 W 33.00 W 33.53 - 126
127  Screp, Lead, ¥.0.S. 28.50 W 27.50 W 27.94 - 145
(Inbound: Iron and steel scrap
rate used)
128  Scrap, Monel Metal 42,25 W 27.50 W 27.9% - 145
(Inbound: Iron and steel scrap
rate used)
129  Screens, Motion Picture Projec-
tion 28.00 W 66.00 W 67.06 - 70
(Inbound: Instruments)
130 Seed, Crass 84.25 w 19.25 W 19.56 - SR 10
131 Shtngles, Asbestos 33.50 W 32.00 W 32,52 - 27
(Inbound: Asbestos slates)
132 Silver-Val. $200,000.00 to
$250,000.00 . Val. 7% 3% sd.Val. ¥ md.var - m
133  Skins, Calf, Green Salted 19 00 W 30.00 W 30.48 - SR 11
134  Slag, Selenium . 33.00 W 27.50 W 27.9% - 145
(Inbound: Iron scrap)
135 Spices, N.C.S. 80.25 W 83.00 W 84,34 - 113
136  Springs, Furniture, Coiled 46,00 W 42,50 W 43.18 - 113
137 Stationery, N.0.S. 60.50 W/M  65.00 W/M  66.05 . 73.63 SR 11
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Export Rate

Matching Import Rate

Sample Commodity description To 220k 1bs. Extended to Tariff
item snd comment re match- West or 35.3 page
nugber ing import item Germany cu. ft. 1bs. cu. ft. number .
138 Sugar, Raw or Refined $38.00Ww $29.25W $29.712 $ - 15
139  Syrup, Msple T2.00 W k2,50 W/M 3,18 48k 116

(Inbound: Syrup ¥.0,S. in
cases) .
140  Tepe, Adhesive 46.25 W/M  U45.00 W/M 45,72 50.97 o1
(Inbound: Insulating materials
¥.0.5.)
141 Televisions and Parts 39.00 W/M  38.00 W/M 38.61  hk3.04 27
(Inbound: $300--$500)
1k2 Tile, Acoustical 51.25 W 30.00 W 30.48 - 120
143  Tobacco, Unmanufactured 37.00 W 38.00 W/M 38.61  h3.0b 120
(Inbound: Case and crates) :
144  Traps, Fly, Wire 46.00 W/M  34.50 W/M 35.06  39.08 66
(Inbound: Hardware)
i45  Tungsten, Ore Mfg. N.0.S. 159.00 W/M  31.00 W/M 31.50 35.11 123
14  Utensils, Egg Beater - with
Covers 24.00 M 66.00 W/M 67.06  Th.T6 26
{Inbound: Apparatus up to
$500 value)
17 Vegetables - Begs, Bols. and
Drums T9.25 W 68.00 W/M 09 T7.02 137
148 Waste, Cotton Refuse 55.50 W 25.25 W 25.66 - SR 12
ik9  Wire, Cloth 63.00 W 25.00 W/M 25.50 28.32 146
(Inbound: Wire netting) '
150  Wood Pulp, Chemicals to 60'
per Ton 23.00 W 18.00 W 18.29 - SR 13
151  Yern, Glass 32,50 W/M  33.50 W 34.0h - 60
(Inbound: Glass fiber)
152  Zinc, Ingots 22,50 W 17.25 W 17.53 - SR 13
15 Chemicals viz.: Borax Acid 23.75 W 48.00 W 48.77 - 22
15k Chemicals viz.:; Naphthalic Acid 19.25 W 82.00 W/M 83.32 92.88 SR 3
{inbound: Chemicals K.0.S. -
to $1,500)
155 Chemicals viz.: Tannec Acid 22.50 M 61.00 W 61.98 - 23
156 Chemicals viz.: Alumina
Hydrated 16.50 W 27.50 W 27.94 - 24
157 Chemicals viz.: Ammonium
Phosphate 21.50 W 16.25 W 16.51 - SR &
(Inbound: Fertilizer, .
phosphate
158 Chemicals viz.: Arsenic 29.00 W 36.50 W 37.09 - 27
159 Chemicals viz.: Butylamine T 27.50 W 82.00 W/M 83.32 92.88 SR 3

(Inbound: Chemicals N.0.S.)
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Export Rate

Matching Import Rate

Sample Commodity description To 2204 1bs. Extended to Tariff
item and comment re match- West or 35.3 2240 page
number ing import item Germany cu. ft, 1bs. cu. ft. number

160 Chemicals viz.: Calcium
Phosphate $18.00 W $16.25 W $16.50 $ SR b
(Inbound: Fertilizer,

phosphete)

161 Chemicals viz.: Carbon
Tetrachloride 29.75 W 38.00 W 38.61 - 43
(Inbound: Cleaning compound

liquid, N.0.S5.)

162 Chemicals viz.: N.0.S. 69.75 W/M 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

163 Chemicals viz.: Cryolite 25.75 W 82.00 w/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.5.)

164 Chenicals viz.: Diethylamine  54.00 W 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

155 Chemicals viz.: Dipentine 26.75 W 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

166 Chemicals viz.: Ethyl
Chloroformete 59.50 W 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

167 Chemicals viz.: Glycol
Ethylene 27.50 W 82.00 /M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

168 Chemicals viz.: Hydroquinone  50.50 W/M 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

159 Chemicals viz.: Lythium Salts 40,00 M 82.00 w/M 83.32 92.88 SR 3
{Inbound: Chemicals, N.0.8.)

170 Chemicals viz.: Magnesium
Sulphate 51.50 W/M 19.75 W 20.07 - 80

17 Chenmicals viz.: Methyl
Isobutyl Ketone h3.00 W 82,00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, H.0.S.)

172 Chemicals viz.: Nickle Oxide 22,25 W 86.00 W 87.38 - 87

173 Chemicals viz.: Oxide Chromium 50.25 W/M 82.00 w/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

174 Chemicals viz.: Perchloro-
ethylene 24.50 W 82.00 W/M 83.32 92.88 sm3
(Inbound: Chemicals, N.0.S.)

if5 Chemicals viz.: Picoline 27.50 W 82.00 W/M 83.32 92.88 SR 3
(Inbound: Chemicals, N.0.S.)

176 Chenicals viz.: Sodium Ash 34.00 W 25.00 W 25.40 - 112

(Inbound: Sodium Carbonate)
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Export Rate

Matching Import Rate

Sample
item
nurber

Commodity description
and comment re match-
ing import item

To
West
Germany

2204 1bs.
or 35.3

cu. ft.

Extended to

1bs.

cu.

£t.

Tariff

page
number

177

178

179

180
181

Chemicals viz.: Sodium
Hydrosulphite
(Inbound: Fertilizer, N.0.S.

in bags)

Chemicals viz.: Sodium
Phosphate.-fat or Tri
(Inbound: Fervilizer, N.O.S.

in bags)

Chemicals viz.: Sodium Sulphite
(Inbound: Fertilizer, N.0.S.

in bags)

Chemicels viz.: Sulphur

Chemicals viz.: Trichloro-
ethylene
(Inbound: Cleaning compound

N.0.5. used)

Tariff authority:

bound Freight Conference Teriff H.

$ 48.75 WM

16.50 W

24,50 W

17.00 W

32.50 ¥

Outbound - North Atlantic Continental Freight
Conference Tariff No. 25.
Inbound - Continental Worth Atlantic Westi-

$23.50 W

23.50 W

23.50 W

30.50 W
38.00 W

$23.89

23.89

23.89

30.99
38.61

54

Sk

5k

ns
43
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Appendix Table 4

TEN PERCENT SAMPLE OF IMPORT RATES FROM WEST GERMANY TO U, S,

NORTH ATLANTIC PORTS -~ PLUS MATCHING EXPORT RATES

Import Rate Metching Export Rate
Trom West Cermany
Sample Commodity description 220% Tbs. Txtended to To Tariff
tem and comment re match- or 35.3 West page
number ing export item cu. ft, 1bs. cu, ft. Germany nurber
Acid, Benzoic $u.so0w  $b2.17 - $ 69.75 /M 127
(Outbound: Chemicals, N.0.S.)
2  Acid, Formic 30.00 W 30.48 - 63.75 W/M 127
(Outbound: Chemicals, N,0.S,)
3 Acid, Oxalic 33.00 W 33.53 - 21.25 w/M 125
L Acid, Sulfamic 30.00 W 30.48 - 63.00 W 125
5  Albumen 48,00 W 48,77 - 109.00 W/M 37
(Outbound: Egg)
6  Almonds, Hiible 67.00 W 68.08 - 103.50 W 55
7  Alumina Oxide 26.75 W 27.18 - 69.75 W/M 127
{Cutbound: Chemical H.0.S.)
8 Aluminum Bars, in Cases 29.50 W/M 29.97 33.41 18.00 W b
9  Aluminum Foils 32.50 W 33.02 - 40,00 W/M 28
10 Aluminum Pipe 35 to 7X 117.00 W 118.88 - 67.00 W 5
(Outbound: Aluminum Thbing)
11 Aluminum Solder, in Boxes or
Cases 121.00 W 122.95 - 67.00 W 5
{Ontbound: AMuminum rods)
12 tmoniuvm RBicarbonate 24.75 W 25.15 - 69.75 W/M 127
(Outbouna: Chemicals N,0.S.)
13 Ammonium Thio Sulphate 38.00 W 38.61 - 21.50 W 126
14 Apparatus, N.0.5., Value to
$500.00. 66.00 WM 67.06 Th.76 43.50 W/M 6
15 Apparatus, Photographical,
Value to $500.90 66.00 WM 67.06 Th.T6 63.00 W/M 15
16  Apparatus, Television and Parts
Value to $300.00 27.50 W/M  27.9% 31.15 39.00 W/M 106
17  Army Surplus, 0l1d Arms - Spare
Parts 35.00 W 35.56 - 52.00 W/M cc
(Outbound: Kew)
18  Asbestos, Sheets, Honeycomb
Panel 33.50 W 3h.0k - 60.75 W 11
19 Bicycles, Equipped Small
Auxiliary Motor 23.50 W/M  23.88 26.62 26.50 W/M 108
20 Blankets, in Cases 68.00 W/M  69.09 TT7.02 28.50 w/M n
21 Bobbins, Empty T2.50 W 73.67 - 46.00 W/M 116
22 Brass Screws 60.00 W 60.97 . 50.00 W 96
23  Brick, Fire 23.75 W 24.13 - 16.50 W 13
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Import Rate Matching Export Rate
From West Germany
Sample Commodity description 2204 Tbs. Extended to To Tariff
item and comment re match- or 35.3 West page
nurber ing export item cu. ft. 1bs. . cu. ft. Germany number
24 Brushes, N.0.S5., Value $350.00
to $750.00 $58.50 WM _$55.38 $61.73 $61.50 WM 14
25 Buttons, N.0.S., Value $400.00
to $500.00 .50 WM 75.70 84,39 57.50 W/M 14
26 Caffeine, in Cases or Drums 60.50 W/ 61.47 68.53 61.50 W/M 29
(Outbound: Drugs, N.0.S.)
28 Calcium Nitrate, in Bags 23.50 W 23.88 - 69.75 W/M 127
{Outbound: Chemicals N.0.S.)
29 Cans, Empty 17.25 W 17.53 - 23.75 W/M 16
30 Cardboard, N,0.S., in Cases 48.00 W L8, 77 - T6.75 W ™
31 Carnival Articles, NW.0.S. 20.00 W 20.32 - 33.50 W/M T
(Outbound: Devices, amsement
park and related articles)
32 Cartridges, Safety, in Cases -
Hunting 51.00 W/M  b1.66 L6 4k 70.25 W/M AA
33 Casks, up to 30 Liters .94 each - - 1.10 each 8
(Outbound: Used barrels or
casks, beer, empty, wood)
34 Cerstein (stone, flint) 116.00 Ww/M 117.88  131.39 63.00 W/M 35
35 Charcoal Briquettes | 3h.50 W 35.06 - 48.75 W 19
36 Chemicals for Films - Value to
$1,000.00. - 65.00 WM 66.05 3.63 69.75 W/M 127
(Cutbound: Cremicals N.0.S.)
37 Chloroform 80.00 W/M  81.29 90.62 69.75 W/M 127
(Outbound: Chemicals N.0.S.)
38 Chromos (Chemical derived from
Chronium) 38.50 WM 39.12 43.61 69.75 WM 127
(Outbound: Chemicals K.0.S.)
39 Cider, in Demijohns 32,50 W/M  33.02 36.81 38.00 W 52
40 Clock Accessories end Parts,
Alerm in Travel Cases 25.25 WM 25.66 28.60 55.00 W/M 20
k1 Cocoa, Cake in Bags 25.50 W 25.91 - 2h.25 W 20
42 Coffee Grinders (NotElectric)
Value over $300.00. k1,50 w/M  h2.17 47.01 67.00 W/M 30
43 Colcrs and Paints 4%9.00 W 45,79 - £1.50 /M 21
44 Containers (Empty, Metal) 20.75 Ww/M  21.08 23.50 26.25 W/M 23
(Outbound: Containers, N.0.S.)
45 Copper Discs 26.25 W/M  26.67 - bh. 50 W 2h
46 Copper ware, Spring Rings for
Necklaces 22.75 WM 23.12 25.77 - 52

(Outbound: 44% ad. val. on
$17.00 min. charge per pack-
age-~-not comparable
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Import Rate . Matching Export Rate
From West Germany
Sample Commodity description 2204 Ybs. Extended to To Tariff
item and comment re match- or 35.3 p2e2%3) 7] West page
nurber ing export item cu., ft. 1bs. cu. ft. Germany nunber
47  Cresol Farachlorometa $103.00 W $104.66 - $ 61.50 W/M 29
(Outbound: Drugs, N.0.8.)
48  Diacetyl, in Bottles in Cases 92.00 W/M  93.48 $104.21 69.75 W/M 125
(Outbound: Chemicals, N,0.S.)
49  Disinfectants, Agricultural .
in Cases or Crates 40.00 W/M  50.6h 45.31 42.00 W/M u7
50 Duraluminum Bars in Cases 29.50 W/M  29.97 33.h1 18.00 W [
(Outbound: Aluminum alloys)
51 Effects (Household) Up to 7 ¢bm  58.50 W/M  59.4% 66.26 67.00 W/M 30
52 FElectric Poles 48.00 W L8.77 - 23.50 W 59
53 Epsom Salts (in Bags) 19.75 W 20.07 - 21.50 W 129
5k  Magnetos, Finished 64.50 WM  65.54 73.06 63.00 W/M 62
55 Marble Slabs, Rough, in Crates 38.00 W 38.61 - 38.00 W 11
56 Mats, Bath, in Cases - Value to
$500.00 49.00 WM 149.79 55.50 60.75 W/M 93
5T Mattresses, Plastic Foam in
bales 275.00 W 279.43 - 24.25 w/M 62
58 Mercury N.0,5.-Oxyde 117.00 W/¥ 118.88  132.53  105.00 W 63
59 Metal Polish, Value $500.00 24,75 W/M  25.15 28.03 43.50 W/M 79
60 Metallic Cloth, over $1,000.00 97.00 W 98.56 - 63.00 W/M 115
61 Methyl, Ethyl, Keton Peroxide 167.50 W 170.20 - 61.50 W/M 29
(Outbound: Drugs, N,0.S.)
62 Mopeds 21.75S WM  22.10 2k 64 37.25 W/M 65
(Outbound: Motorcycle or
scooter type
63 Movements - Musical Boxes 47.00 WM b7.76 53.24 61.50 W/M bt
64  Napthalene Balls and Blockets 41.50 W 42,17 - 63.00 W 130
65 TWickel Alloy, Strip 140,00 W 142,25 - k1.00 W 65
66 Nicotine Sulphate, in Cases--
crates 40.00 W/M  L40.64 b5.31 36.75 W 130
67 Oats, in Bags 27.50 W 27.94 - h1.50 w 36
68 0ils, Lubricating including
Grease Drums 27.50 W 27.94 - k7.50 W &
69 Onions in Bags or Cartons k7.00 W 47.76 - 79.25 W 113
T0  Organs, Pipe - Value $300.00 to
$600.00. 38.00 W/M  38.61 53,04 63.00 W/M 72
Tl “aintings - Value to $250.00 26.75 W/M  27.18 30.30  159.00 W/M 73
72 Paper, Aiuminum 38.00 W 38.61 - 40.00 W/M 38
(Outbound: Aluminum foil)
73  Paper, Jacquard 38.00 W 38.61 - 63.00 W 75

(Outbound: Paper, N.0.S.)
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Import Rate Matching Export Rate
From West Germany
Semple Commodity description 2255 1bs. Extended to To Tartiff
item and comment re match- or 35.3 2240 [Ty West page
nurber ing export item cu. ft, lbs. cu. ft. Germsny number
Th  Paper, Serpentines $ 66.00 W $ 67.06 - $ 63.00 W 15
(Outbound: Peper, K.0.S.)
T5 Paper; fTracing, in Bales 64.50 W 65.54 - 63.00 W 75
(Ooutbound: Paper, N.0.S.)
76  Peper, Flovers 115.00 W 116.85 - 63.00 WM T3
(Outbound: Paper articles,
K.0.8.)
77 Peste-boards, in Cases up to 3X  48.00 W 18.77 - 60.75 W L8
(Outbound: Peper boards,
H,0.8.)
78 Peat, Flower Pots in Crates 55.50 W 56.39 - 21.75 W/M 113
(Outbound: Vermiculite,exfol-
iated, in bags or cases
79 Pepper, Red in Begs .00 W 70.11 - 80.25 W 102
80 Petroleum, Refinel, Kerosene in
Drums 42.50 W 43,18 - 18.25 W €8
(Outbound: 0il, K.0.8.)
81 Pnotographic Films 49,00 W/M 49.79 $ 55.50 63.00 W/M 15
82 Pins, Hair 33.50 w/M 34,04 37.95 70.25 W/M i1
(Outbound: General cargo) :
83 Pipe, Asbestos Cement 24"x36" 43.50 W 4k .20 - 7025 WM B
(Outbound: General cargo)
8%  Plastic Clothes Pins k.00 W 34.55 - 70.25 W/M 41
~ (Outbound: General cargo)
85 'Plastic Sheeting 32.00 W 32,52 - 18.00 WM 19
86 Plastic Ware - Value over
$750.00. 83.00 W/i 84,3k gh.01 70.25 W/M b1
(Outbound: General cargo)
87 Resin, Artificial in Cases 36.50 W/M 37.09 41.3h4 70.25 W/M )
(Outbound: General cargo)
88 Rifles, Air 91.00 W/M 92.47  103.08 63.00 W/M &
89 Rope, Wire in Coils or Rolls 29.50 W 29.97 - bl 50 W 50
90 FRubber, Raw 48,00 W 48,77 - 23.00 W 93
(Outbound: Synthetic rubber)
91 Rubber Ware (Except Tires) 72.00 W/K 73.16 81.55 60.75 W/ 93
{Outbound: Rubber goods, K.0.S.)
92  Selt, Aniline 7h.50 W 75.70 - 69.75 W/M 127
(Outbound: Chemicals, K.0.S.,
restricted to stowage on deck)
93 Sand, N.0.S. 23.25 W 23.62 - 33.00 W 9b
94  Scales, Semi-Automatic
$450.00 - $600.00 38.50 W/M 39.12 43.61 36.25 WM 60

(Outbound: Machinery, N.0.S.)
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Import Rate Matching Export Rate
From West Germany
Sample Commod ity description Z20% 1bs. Extended to To Tariff
item and comment re match. or 35.3 West page
nurber ing export item . cu. ft, 1bs. cu, ft. Germany nunber
95 Seeds, N.0,S. in Bags $ 60.00W $60.97 - $ b3.50 WM 96
96 Shoes, Leather 100.00 W 101.61 - 63.00 W/M  12A
97 Silex Lining (Outbound: Silica) 23.50 W 23.88 - 33.00 W 9k
98  Skins, N.0.S. in Cases 117.00 W/M 118.88 132.53 81.25 Ww/M 39
(Outbound: Value exceeding
$1,00 per skin)
99  Skins, Trimmings, Green Salted 35.50 W 35.06 - 19.00 W 99
(Outbound: Scrap - skins)
100 Soap, Toys 4X k1.50 w/M 42,17 47.01 16.50 /M 21
(Outbound: Soap, N.0.S.)
101 Sodium Chloride in Bags 23.50 W 23.88 - 25.50 W/M 9k
(Outbound: Salt)
102 Sodium Monocholoracetate .in :
Drums b1.50 w h2.17 - .75 WM 127
(Outbound: Chemicals, N.0.S.
restricted to stowage on
deck)
103 Sodium Silico Fluoride 20.00 W 20.32 - 26.00 W 132
104 Soups, N.0.S. Dehydrate 33.00 W/M  33.54 37.38 38.00 W 15
105 Sponges, ‘Plastic Foam 210.00 W 213.38 - L6.00 M 102
106 Springs, Iron or Steel 42,50 W 43,18 - 46,00 M 102
107 Stoves, Iron and Cast 36.00 W/M  36.58 40,78 22.00 W/M 6
108 Sweets, Boiled up to $200.00 21,00 W/M  21.34 23.79 60.75 W 23
(Outboun?: Confectionery -
ordinary stowage)
109 Tapestry N.0.5. $500.00 -
$1,000.00 72,00 W/M  T3.16 81.55  159.00 W/M T3
110 Teeth, False - Value $750.00 103.00 Ww/M  104.66 116.67 87.25 WM 27
(Outbound: Dental goods, N.0.S.)
111 Textiles, Cloth (Canvas) T1.50 W T2.65 - 34.00 WK 32
112  Textiles, Flax Tissues 33.50 W/M  3k.0h 37.95 34.00 WM 3R
113 Textiles, Lace N.0.S, 73.00 W/M  T4.18 82.69 34.00 WM 32
11h  TPextiles, Nylon Tops 49,00 W/M  149.79 55.50 35.25 WM 32
115 Textiles, Upholstry - Up to
$500.00 49.00 WM  49.79 55.50 35.25 WM 32
(Outbound: Synthetic febrics)
116 Thellium Sulphate 167.50 W/M  170.20 189.73 69.75 W/M 127
(Outbound: Chemicals, N,0.S.
restricted to stowage on deck) '
117 Tiles, N,0.S., Not Glased 27.50 W 27.9% - L6.50 W 107

(Outbound: Tile flooring, wall
or facing)
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Import Rate Matching Export Rate
From West Germany
Sampie Commodity description 2204 Tbs. Extended to To Tariff
item and comment re match- or 35.3 Z0 (7] West page
nusber ing export item cu. ft. 1bs. cu. ft. Germany nunber
118 ©ia sclder ia Ingots $ 30.00 W $30.48 - - -

(Outhound: No matching rate
or comparable item)
119 “ools, Commen Work, K.C.S.

Value to $300.00 34.50 w/M  35.06 $ 39.08 $ 36.25 W/M 108
120 Toothpaste 55.50 W/¥ 56.39 62.86 63.00 W/M 108
121 Tcys, Sewing Machines 19.75 W/M  20.0T 22,37 36.50 W/M 108
122 Trimethyirenthin 36.00 W 36.58 - 69.75 W/M 127

{Cutbound: Chenmicals, N.0.S.
restricted to stcwage on deck)
123 Tubes, Bakelite Value $120.00 -

$20C .00 2%.00 WM. 24,39 27.18 70.25 W/M by
{Outbound: General cargo)
124 Tungsten, Concentrate to $300.00  31.00 W/M 31.50 35.11 38.00 W T2
125 Twine, N.0.S. 58.50 W 594k - 38.00 W 110
126 Vanilla Beans and/cr Sticks 106.00 W 107.71 - 38.00 W 9
{Outbound: Dried beans)
127 Vadding, Cotton Waste Fbonite 61.00 W 61.98 - 85.50 W 114
128 Waste, Leather E.0.S., to $400.00 23.50 W 23.88 - 81.75 W 95

(Cutbound: Vslue over 15¢ per
1b. or over $336.00 per long

ton)
129 Waste, Kyion, Crlon, and Perlon
Ly 23.50 W 23 - 24,50 W 1k
130 WVaste, Fiestics TX 54.00 W 54.87 - 83.00 W 95
{’rilbound: Resin polyethylene
packed )
131 Wasie, Skirs and Hides Rabbit
N.C.S. 36.00 W 36.58 - 84.50 W 39
132 Vaste, Yaras, Cotton 2h,25 W 24,6k - 28.50 W ns
133 Willow: ware, N.C.S. T7.00 W 78.24 - 70.25 W b1
{Jutheund: Ceneral cargo) .
134 Wirs, Flectric, Insulated 43.50 W/M  Uk.20 k9,27 63.00 W/M 2k
{utvound: ¥Yagnet Wire, N.0.S.)
135 Wire, Hetting, In Cases 25.00 WM 25.40 28.32 72.00 W 65
136 Woed, Criinmery Boards and
Planks, N.0.S. 33.50 W 3k.04 - 42,00 W 59
(Outbound: Light - N.0.8.)
337 Voodern Vare, N.0.5. - $500.00 -
$1,550.90 45,50 W/M  46.23 51.54 46,00 W/M 16
138 Wool, Noils, Raw and Jreasy 53.00 ¥ 53.85 - 60.75 W 118

Cutbound: 150 cu. ft. to
2240 1bs.)
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Import Rate Matching Export Rate

From West Germany
Sample Commodity description 2205 1bs. Txtended fo To Tariff
item and comment re match- or 35.3 West page
nunber ing export item cu. ft. 1bs. cu. ft. Germany nuber

139 Xylol Accepted only after special
(Outbound: No matching arrangement

rate)

140 Zinc Cyanide $ 33.00 W $ 33.53 - $69.75 WM 127
(Outbound: Chemicals, N.0.S.

restricted to stowage on
deck)

141 2inc, Vhite 22,75 W 23,12 - 32.25W 130
(Outbound: Zinc, Oxide)

Refrigerated Commodities:

2 §w.0.8. 117.00 W/M 118,88 132.53 121,00 W 89

143 Pish, Breem 90.00 W 91.45 - 131,50 W 87

1 Fish, Plaice 106.00 W 107.71 - 131.50 ¥ 87

145 Flower, Lily of the Valley 48.50 w/M 49,28 54 .94 121,00 W 89

146  Piants 44 .00 W/M 4471 b9.8Y4 121.00 W 89

Animals, dive:
147 Small, in Cages 97.00 W/M 98.56 109.87 53.25 each 57
(Outbound: Not comparable
rates)
148 Giraffe, Young 250.00 each 250.00 250.00 - -
(Cutbound: Apply to each each
Conferences for rates)
149 Rhinocerous, Grown 400.00 each  400.00  400.00 - -
{Outbound: Apply to Con- each each
ferences for rates)
Iron end Steel:

150  Angles, 75'-80' 2k,50 W 24.89 - 28.50 W+ 48
Bands, 75'-80* 24,50 w 24.89 - 22.75 W 48
Strips, 75'-80' 24.50 W 24.89 . 13.25 W 18
Bars, 75'-80' 2k,50 W 24.89 - 13.25 W 48
Beams, 75'-80' 2h,50 w 24,89 - 28.50 Wx 48
Flates, 75'-80° 24,50 W 24.89 - 13.25 W+ 48

151 Grinding Balls, up to $100.00 2h.00 W 24,39 - 38.00 W L9

152 Billets, 5 - 6 Tons 21.50 W 21.85 - 13.25 W L8

i53 Chains, N,0.5. up to 1 Ton 37.50 W/M 38.10 42,48 53.25 W L9

154 Hinges 28.00 W/M 28.45 31.72 42,00 W/M Ls

(Outbound: Hardware)
155 Neils, N,0.S. 19.75 W 20.07 - 26.50 W k9
156 Pipes and Tubes, in Cases up to

30" I.D. 21.50 W 21.85 - 2k.75 w/M 4o

357 Pipe and Tubing, Up to 30" I.D,

Loose or bundles 22,25 W 22,61 - 24,75 W/M )

*Average of 6 rates, Angles, Bands, Strips,

Bars, Beams and Plates, $19.92.
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Import Rate Matching Export Rate
From West Germany
Sample Commodity description ZZ0% Ibs. “Extended to To Tariff
item and comment re match- or 35.3 2200 [T0) West page
nurber ing export item cu. ft. 1bs. cu., ft. Germany aumber
158 Plate and Sheet, Galvanized $2b00 WM $2h.39 $27.18 $13.25W 48
159 Serap, Loose 27.50 W 27.94 - 26.75 W 1224
160 Tanks, N.0.S. up to 2 Tons 25.75 H/M 26.16 29.17 13.50 W/M 106
161 Wire, Black, in Coils on
Skids 21.75 W 22.10 - 21.25 W 50
162 Wire, Mesh, over 6X 27.50 W 27.9% - 72.00 W L9
163 Wire Staples N,0.S. to $300.00 19.75 W 20.07 - 26.50 W ]
Note:

Item 727 was not assigned to any commodity.

Tariff suthority:

Eastbound - North Atlantic Continental Freight Conference Tariff No. 25.
Westbound - Continental North Atlantic Westbound Freight Tariff H.

shbreviations:

¥ - Weight, 22k0 lbs.
M - Measurement, 40 cubic feet
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Senator DoucrLas. What page in the report does that appear on?

Mr. May. Itison page 676.

Mr. Mater. May I state, again, that these rates that I have used
were all in effect on November 19, 1963. This is particularly important
because, in the German trade, for example, there has been an increase
in the outbound rates of generally 10 percent.

1 believe that is also true in the Japanese trade, or will be shortly.
What I show you will be understanding the case as to what it is now.
(See p. 676.)

Now the top panel—

Chairman Doucras. Just a moment. Those are outbound rates from
the United States?

Mr. MaTeR. Yes,sir.

Chairman Doucras. But since the date of your rates, those rates
have increased 10 percent ¢

Mr. MaTer. Yes, sir. I made this study when the rates were 10
percent lower than they are now. There are two panels to this chart,
the top panel and the lower panel.

The top panel shows a 10-percent sample of rates from the export
tariff, and for each one of those rates in that export tariff sample
there was ascertained the return rate or the import rate for each of
those commodities. Therefore in this top panel is a pair of rates for
each item in the 10-percent sample of the outbound tariff; notice that
these pairs have divided into two groups. Insucha study one is forced
to ultimate simplicity of statistics. Any kind of averaging gets almost
immediately into apples and oranges. So the statistical method used
is just counting 1,2,3. Sointhe first——

Chairman DoucLas. -Is not this the method which steamship lines
use themselves?

Mr. MaTer. They made similar rate comparisons, yes. But this is
an across-the-board sample of all of the rates in the book, both books,
and the return rates for each of those sample rates. On the left-hand
side of the upper panel are all of the pairs in which the export rate
was found to be higher than the import rate.

i Chairman Doucras. Just a moment. You have two bars, a black
ine

Mr. Mater. Black bars always represent export rates. In all of
these charts black lines represent export rates.

Chairman DouceLas. The shaded lines are imports?

Mr. Mater. That is right. Notice that in every one of these pairs
of bars in the upper left-hand corner, the export rate is higher than
the import rate. To the right in the top panel the reverse is the case,
that is, the export rate is lower than the inbound rate.

Now the main point to notice is that there are more in the first group
that there are in the second group: 63 percent versus 37 percent. Now
going to the bottom half of the chart——

Chairman Doucras. Let’s go a little bit more slowly. In other
words, in ag)proximately two-thirds of the cases, the export rates
were higher

Mr. MaTtEr. Yes, sir. And may I remind you that this was starting
from our own tariff, our export tariff, the one that would reflect our
potential for exporting.

S Chai?rman Doucras. These are outbound rates from the United
tates
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Mr. MaTeEr. And the matching import rate in each case—commod-
ity by commodity.

Chairman Douaras. Go ahead.

Mr. Mater. The bottom half of the panel

Representative Curmis. In other words, these would tend to be
commodities that we are shipping?

Mr. MaTER. Yes, sir. The starting point is our tariff.

Representative Curtis. Yes.

Mr. MatER. Yes, sir; that is correct.

Representative Corris. All right.

Mr. Mater. Now to start from the other side of the ocean in the
bottom panel, taking a 10-percent sample of Japan’s export tariff,
which is our import tariff, and likewise finding the matching rates,
commodity by commodity, you see that we are even more on the
short end of the stick. In this case 80 percent of the outbound rates
from the United States are higher than the inbound rates; and, of
course, in only 20 percent of the cases do we have the advantage.

Chairman Doucras. Yes. Now, Mr. Mater, may I go one step
further. This is very clear and very illuminating.

As T look at the lower panel, it seems to me obvious that the dif-
ferences in the case of the 80 percent where the export rates are
higher, are much greater than the case of the 20 percent where the
export rates are lower, and that, therefore, this adds to the disparity
in rates.

Mr. Mater. It very definitely is true. I meant to bring that out in
discussing the next chart. (See p. 678.)

Chairman Doucras. I am sorry.

Mr. Mater. That is quite all right. It shows up in both charts.

Proceeding now to the second chart of this series. The second
chart is simply a putting together of these four pieces of the first
chart, so that all of the rates that appeared in the first chart now
appear in the second chart, but reduced only to two series instead
of four.

There you notice that in regard to the overall general rate level
between Japan and United States Atlantic and gulf ports, the rates
are higher outbound than inbound in 70 percent of the cases.

Now, to get to the point which you mentioned, Senator, and back
to the one which I mentioned earlier. It is impossible to use arith-
metic on this material in the way of averages because of the apples
and oranges nature of the data. But the eye can see that which you
mention.

If you will look at the bottom panel, you will see that the import
rates are lower than the export rates by the amount of the white space
which is revealed. Then when you glance up to the top half of the
chart, you can see that many of the rates are neck and neck. Only the
occasional one is substantially higher inbound than outbound. So as
you say, not only is the percentage against us, but the amount of the
difference is also against us.

Now before turning to the so-called important commodities, let me
describe the German situation; and then I will discuss the important
commodities in both trades. I might say there was just one criterion
used in searching for matching rates.

In view of the complexity of the rates——

20-707—64—pt. 4——11
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Representative Curris. What page?

Mr. May. This is page31. (See p. 702.)

Mr. Mater. One of the complexities of the tariffs is that even the
two tariffs covering the trade between this country and another de-
scribe and classify or group the same commodities differently. And
that causes a great deal of hard searching to find the lowest legal
applicable rate to match the sample rates in each given case.

And to state again, the only criterion used in the effort to match
rates, the inbound with the outbound or vice versa, was the lowest
legal applicable rate which the tariff description, of the articles would
substantiate.

Now going to the West German situation, the pictures are exactly
the same except the tariffs are a lot larger. So it was necessary to use
alittle different pattern of charting.

The black ones stand behind and stick up above. But just as you
noticed in the first set of charts, the pairs are arranged in the ascend-
ing order of the black bars, or the export rates. Throughout these
charts this is the order in which they have been arranged.

The rate disparity situation of the trade between United States
north Atlantic ports and West German ports is not as serious as in the
case of the trade with Japan.

Chairman Doucras. Hasn’t there been a rate war on outbound
cargoes for 2 years?

Mr. Mater. Well, there was, yes.

Chairman Doucras. Might that not have had some effect ? _

Mr. MaTEr. Yes, and now that the rate war is over I notice that a
general rate increase of 10 percent has been made.

The top panel of the chart shows that 59 percent of the export rates
are higher than their inbound matching rates. As in the preceding
charts, the starting point was a 10-percent sample of the export tariff.
And, of course, in 41 percent of the cases the export rate was lower
than the import rate.

Now passing to the bottom panel, which shows the rates from the
sample of the import tariff plus the matching rates from the export
tariff, the percentages are just the reverse of what they are above. In
other words, 61 percent of the export rates are higher and 39 percent
lower than import rates, commodity by commodity. In view of the
fact that the number of rates in the two tariffs were about the same,
the 59 percent at the top panel and the 61 in the bottom panel, average
out to 60, and of course the 41 and the 39 average out to 40.

The second chart shows this 40 and 60 percent. In other words, in
60 percent of the cases of the general rate level, the rates outbound
are higher than they are inbound.  (See p. 704.)

Chairman Doucras. And this was after a 2-year rate war?

Mr. MaTer. Yes, sir.

Chairman Doucras. On the Atlantic?

Mr. Mater. Yes, sir.

Chairman Doucras. This was only on outbound rates?

Mr. MatEr. Yes, sir.

Chairman Doucras. The inbound rates were not subjected to a rate
war ?

My, Marer. That is my understanding, yes, sir.
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Chairman Doucras. Now, however the contestants have made up
with each other, and the kissing contest is on, and outbound rates have
been increased 10 percent?

Mr. MaTER. Yes, sir.

Chairman Doveras. So that the disparity as of March 26 would be
much greater than as of November 19, is that correct?

Mr. MaTER. Yes, sir. '

Now if I may, I shall twrn to the so-called important commodities.
1t is a curious thing to me that when anyone speaks about freight rates,
immediately the statement is made, “Oh, don’t pay any attention to
the tariffs generally. Don’t pay any attention to ‘paper rates.” Just
look at the 1mportant commodities.” :

And then one realizes that by important commodities reference is
had only to important exports. Well, the Federal Maritime Commis-
sion and the economy in general is interested in the important com-
modities inbound as well as outbound, and interested in all rates, in-
bound or outbound, whether they move anything or whether they
don’t.

In one sense of the word the unused rates are the very ones which
may have the real potential for growth. Rates are opportunities or
the lack thereof or degrees thereof. And when the unused and little-
used rates are up around the ceiling some place, whereas the rates
that are really moving the traffic are down nearer the floor, you see that
this situation constitutes a very severe handicap to the small ship-
pers and no doubt many are discouraged from even trying.

The carriers submitted to you last November quite a bit of material
which I was able to use in this presentation. In the Japanese trade,
for example, there was a table submitted of 25 major moving com-
modities outbound, including the freight rates to go with them—that
is, the inbound and outbound freight rates on these 25 important ex-
ports from the United States to Japan.

That table I have reproduced in this study, along with some addi-
tional information. There were some rate corrections, and I think
we numbered the rates for easier location. You can see that in 10 of
those 25 commodities, the rates outbound were higher than inbound.
Now this is their selection of important outbound commodities and
their rates. (See p. 681.)

Representative (IJ)URTIS. Who is “their,” the steamship lines?

Mr. Marer. The carriers.

Representative Curris. The carriers?

Mr. MatEr. Yes, sir.

Representative Curris. Their selection?

Mr, Marer. Yes, sir.

. Chairman Doucras. These are important exports from the United
States.

Mr. Marer. It is their selection, their statement as to what are the
important outhound commodities.

Chairman Doucras. Page 10.

Representative Curtis. I thought he said 12.

Mr. May. T am sorry.

Mz Mater. After correcting what we thought were mistakes in the
rates, we found that there were two additional commodities whose
rates are higher outbound than inbound, and therefore the total comes
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to 12 of the 25. An additional commodity was about 50-50. It should
have been two commodities instead of one, in other words. And an-
other commodity might better have been left out altogether. So, con-
servatively speaking, half of the so-called major moving exports,
of their own choosing, had higher rates out than in.

Now as you may know, it is not easy to find out what the picture is
from the other side of the ocean. What are the important inbound
commodities? The carriers almost deny the existence of such in-
formation.

I was able, however, from your committee as a matter of fact, to get
a Japanese publication showing groups of commodities from Japan to
United States, North Atlantic, South Atlantic, and gulf ports. There
were 46 groups in that publication, and I reduced the number to 24 by
casting out the smallest tonnage items.

May I emphasize one point. Not until the list was reduced to 24
was any attention given to the freight rates.

Chairman Doucras. In other words, you didn’t rig this list.

Mr. Mater. No, sir; I did not. As stated earlier, the only rate
criterion that has been used throughout this study has been the lowest
which the law would permit. In 1 case of those 24 the U.S. export
rate was found to be lower than the inbound rate.

Chairman Doucras. That is for ramies, the third commodity on
page 12.

Mr. Mater. Yes.

Chairman Doucras. What is that?

Mr. Mater. An Asian plant the fiber of which is used in a cloth
resembling linen.

Representative Curtrs. It is a raw material, in other words.

Mr. MaTER. Yes, that is right.

Representative Curtis. Were these same items in the export flow?
In other words, here are items you picked that we knew were heavy
on the import side.

Mr. MaTER. Yes.

Representative Corrrs. T am curious to know whether there was
much export of these same items.

Mr. Marer. I don’t recall having looked, but I could be almost cer-
tain that there is not.

Representative Curris. I would imagine that would be so.

Mr. MATER. Yes.

Representative Curris. Would the converse beso? This is an inter-
esting point on table I-—whether for the export items they thought
were important, there was any sizable flow of imports.

Mr. Mater. There wouldn’t be in a major way, but you get into this
curious difficulty. There are so many divisions of a general com-
modity group that whereas the group might have heavy movement
in both ways, one item therein might move in only one direction and
another item move heavily in the opposite direction.

Representative Curtis. Yes, I can well understand that, because
in the Ways and Means Committee, we get into the details of the dif-
ference between classification, and the frequent need to reclassify.
Economically or industrially, there is quite a difference,

Mr. MaTer. And as I earlier stated to come back to your point
and go a little further. This difference of classification goes to the
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fact that the same commodities in the two tariffs very frequently, if
not usually, are differently classified and grouped. One would think
that at least the articles moving between two nations ought to be clas-
sified, grouped, and described the same way.

Representative Curtis. Yes.

Mr. Mater. Putting the two halves of the important commodities
together: half of the important exports have rates which are higher
outbound than inbound and 23 of the 24 important inbound com-
modities have higher rates out than in. As a total, in 73 percent of
the cases major moving imports and exports combined have rates
which are higher out than in. This is very close to the 70-percent
ﬁggilf'e for the general, overall, or across-the-board sample of the two
tarils.

Chairman Doucras. So the important items give approximately the
same result.

Mr. MaTer. Yes, sir.

Chairman Dovucras. As the sampling of all the items.

Mr. MaTER. Yes, sir.

Now turning to the West German situation, not only are the tariffs
larger, they are also more complicated, for several reasons. I will
name one.

In the Japanese trade a ton is 2,000 pounds, and measurement ton
is 40 cubic feet. In the West German trade, however, the outbound
ton is 2,240 pounds or 40 cubic feet, but the inbound ton 1s 2,204 pounds
or 35.314 cubic feet.

As a result, one cannot convert one of their freight rates into ours
with a single figure. It becomes two figures, because the number of
cubic feet per ton is different. What I was forced to do was to take
the lesser figure—that is, the rate by weight.

Representative Curris. You have used tons?

Mr. MaTER. Yes.

Representative Curris. As I understand it, one of the basic prob-
lems here is that we tend to import raw materials and we export
processed materials. Of course it is very true that on a tonnage basis
you are going to have a lesser rate on raw materials than on processed
materials. :

Isn’t there some other basic measure than tons? Don’t you have
tons plus another measure? Let me back up a bit, because this shows
my ignorance of the subject.

Mr. MaTer. I would say, sir, it shows your insight.

Representative Curtis. No, it doesn’t.

Mr. MaTer. Ithink I can answer your question.

Representative Curtis. Yes, please answer. Maybe you can with-
out my going further.

Mr. MaTer. We have in ocean commerce this double method of meas-
uring cargo, or quoting a rate by W/M, weight or measurement, which-
ever is to the advantage of the carrier.

This source of confusion could be avoided. Railroads, for example,
almost exclusively quote rates by the hundredweight. All that is done
to account, for the fact that some commodities are more bulky than
others, is to raise the rate by weight. That is, density differences are
reflected in the rates by weight.



758 DISCRIMINATORY OCEAN FREIGHT RATES

Admiral Haruiee. May I make one comment addressed to Congress-
man Curtis’ remarks. These analyses we are making actually do not
go to bulk in the sense of bulk or oil or anything like that, Congress-
man Curtis, and I think that really in particular trades it is true that
we do import in general raw materials and export finished products,
but I do believe that in these particular trades with West Germany
any Japan, in these ]])articular gures we are analyzing, and Dr. Mater
can correct me on this if I am wrong, that we do 1mport an awful
lot of finished products from Japan and West Germany.

Representative Curris. I noticed the description you list, and that
is true, except for some scrap material, although some of these chemi-
cals—these are the inbound—tend to be the materials.

Mr. MATER. Yes.

Representative Curtis. Yes, there are. In fact, I am surprised that
it looks like those that are listed as important—raw cotton, carbon
black, scrap metals, resin, rubber, synthetic rubber, and so on.

Chairman Doucras. I think there was testimony yesterday from
Mr. Boggs that the average value per payable ton of the inbound was
$243, compared with the average value outbound of $225 per payable
ton.

Representative Curris. What does the term “per payable ton”
mean? Does that include going from weight to the capacity?

Mr. MaTer. It reflects their choice.

Representative Currrs. Their choice?

Mr. MATER. Yes.

Representative Curris. But that isn’t what you were doing, per pay-
able ton, or were you?

Mr. Mater. Iam taking the rates as they are quoted.

Representative Curtis. So a good bit of this could have been per
payable ton.

Mr. Mater. Yes, sir.

Representative Curtis. Well, then that clarifies it, for me, at any
rate.

Mr. Marer. Now turning to the West German so-called important
commodities moving between North Atlantic ports and West Germany.
Another curious thing about the outbound rates from North Atlantic
ports to Germany is that they are 10 percent higher to Germany than
they are to Belgium. But inbound they are the same for both those
countries to the United States. They are about 10 percent higher out-
bound for about 10 percent greater distance.

As in the case of the Japanese trade, the carriers submitted a list
of important commodities, meaning exports of course, from the United
States to West Germany. I believe there were 35 in the carriers’ list,
Several had higher rates outbound than inbound, as shown by the rates
on the carriers’ table.

A fter correcting some mistakes, fully 25 percent of the commodities
are shown to have higher rates outbound than inbound. Again there
were minor difficulties in making the tally. Also, one commodity might
better have been omitted because no return rate exists. Everything
considered as conservatively speaking, however, 25 percent of the im-
portant outbound commodities listed by the carriers have rates higher
outhound than inbound.
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I was not so fortunate to find some way of getting a list of the im-
portant inbound commodities as I had in regard to the Japanese trade.
I did obtain, however, a list which the conference has earlier prepared
of 93 outbound commodities. This list of 93 was complete with ton-
nages, as opposed to the carriers’ table of 35.

T took that list of 93, which was supplied by the conference, I be-
lieve to you, and rearranged them in the descending order of the
tonnages, and then took the list of 85 which the carriers had put to-
gether of the important outbound commodities, and placed them on
this list of 93 to see where they would fall. '

I was trying to find the carriers’ method of selection. The results
of the search you can see in the table. The tonnages in the conference
list were for 5 months, I think, of 1962. The highest tonnage was
about 30,000, and the lowest one got down to about 4 tons—12 of the
85 commodities in the table had tonnages of less than a thousand, com-
pared with the fact that there were 46 in the conference list of 93
which had tonnages of over a thousand. (See tables on pp. 703-715.)

Therefore the carriers could have taken their list of 35 major mov-
ing commodities from the first 46 of the conference very easily. But
they did not ; instead, 12 of the 35 came from commodities having ton-
nages of less than a thousand, going down as low as 12 tons.

It was interesting to note, in other words, that over a third of the
items in the carriers’ list of 85 major moving outbound commodities
had tonnages of less than a thousand tons—going down as low as 12
tons. After looking at the rates of these 12 commodities, it was found
that 11 of the 12 had higher rates inbound than outbound. Now in
explanation, possibly some employee down the line was just trying to
be helpful.

Chairman Douaras. It is said in the apple trade in the old days that
the fine appearing apples will be put at the top of the barrel. In
other words, you are saying that the 35 were not the most important.

No. 1 was included, but steel was not included, which was No. 2.
No. 5, K.D. assembly, replacement parts was not included, mineral or
synthetic lubricating oil, stainless steel, items which we had empha-
sized in our first study, they were not included. Synthetic rubber
was not included. Packinghouse products were not included, paper
and paper products not included, animal feeds not included. Those
are up in the first 13. But your 93 covers payable tonnage.

Mr. MaTer. The conference list had tonnages; yes, sir.

Chairman Doucras. Had you finished your conclusion on this?

Mr. Mater. Yes; I am through except for a few general comments
that will take a couple of minutes. -

Chairman Douogras. Yes.

Mr. MaTEr. Regarding the two general rate structures and the rates
on the important commodities I have concluded. There are two other
chapters in this study, however, in which I have dealt more with what
can be called the general economic philosophy which is being used
by the conferences.

Before doing so, I might say that when a freight rate structure is
against a nation, both in the general rates and in the rates on important
commodities, there can hardly be any doubt that such strain, impedi-
ment, or difficulty results in lower exports.

Chairman Doueras. Thisshould be printed in italic.
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Mr. Marer. The admiral has made the point that in such circum-
stances the exports are in the position of having to bear the round-
trip costs. And the balance of payments can hardly profit under a
rate structure that is against our exports.

Chairman Douveras. That is a model understatement.

Mr. Mater. Now turning to chapter 2, which begins on page 15——

Chairman Doueras. Would you summarize this now ¢

Mr. MaTEr. That is what I meant to do; yes.

Chairman Doucras. Very good.

Mr. Marer. I have penciled in red some points that I want to bring
out. In the carriers’ presentations, I notice observations that reflect
a philosophy of economics that is not as good as it should be.
What I have done thus far is to talk about the pricing of ocean trans-
portation service.

Pricing can be in dollars and cents per ton. It also can be in terms
of the way commodities are classified. Perhaps the most used price
determinant is value of the service, with which I do not object.

But when the value of the service comes to be interpreted to mean
primarily value of the commodity, then I think it is important to notice
that the result may be a most insidious and invidious mechanism
against our economy and against our foreign trade.

- If the foreigners, for whatever legitimate reason or by legerdemain,
dumping, or otherwise, can show that they have lower valued goods
to bring in, they apparently can almost, ipso facto, get lower rates.

Now how does this affect us? As near as I can work it out, it is
something like this. You will remember that the first imports from
Japan were very cheap, shoddy imitations. After a while the quality
began to come up, and now the quality is as high as ours in many
things, and even superior.

And on the other side of the fence, we are less and less able to mar-
ket our lower priced things abroad. We are being pushed up into
higher and higher values of the things that we are able to ship abroad.

Now one of the pertinent points that the carriers have made is this.
Japanese automobiles are very cheap automobiles. They don’t com-
pete with our expensive automobiles. No. 1, that is true. In the
direct sense it is true; but in the indirect sense it is not true.

The cheap import directly competes with our secondhand market,
which in turn increases the difficulty of selling the new car. This
is one of the insidious forces of which I am speaking.

The carriers’ statement goes so far as to say, however, that in
reality, these are not comparable things. A $900 import and a $2,600
export, they say are really not comparable items. This is in the same
category as one of several others that were made to you at an earlier
hearing.

Lamp bulbs, for example, they say aren’t really lamp bulbs in both
directions. Why, they are just cheap imports of Christmas tree orna-
ments from Japan. This classification bit goes so far that after a while
every size light bulb would have a different rate, and no two bulbs
moving in either the same or opposite directions could possibly be
comparable. This is carrying “differentiation of the product” a fittle
too far, as far as T am concerned. I think overlamination of the
classification is to the detriment of the carriers as well as to the
economy.
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Perhaps this is enough on that point. But I wish to emphasize
that this basic but erroneous psychology or philosophy toward pric-
ing is widely held by the carriers. And yet pricing is extremely im-
portant in transportation.

Many times in the materials submitted to you, the statement was
made “Well, nothing moves outbound on this or that rate; nearly
all of that commodity moves inbound, and therefore it doesn’t mat-
ter if the outbound rate is high.”

These circumstances are no justification for discrimination in rates.
There are several variations of this attempt to justify admitted rate
disparities, but due to the shortness of time permit me to proceed.

Representative Curtis. Could I ask one question about these rates?
How do loading and unloading costs bear on this? The costs of
unloading or handling on imports, if they tend to be bulk, would
tend to be less than the loading costs to put aboard more finished
products.

Is there a cost differential? I think there is, because of high
labor costs in this country. When you interject this other item that
you are handling in your imports, your costs would be less, and when
you are landing abroad your labor costs are considerably less on your
handling. So would you comment on that, Mr. Mater?

Mr. Mater. Briefly. It is almost a study in itself. There are so
many variations that the problem becomes one of finding what is the
net of the differences. Of course, as you already have surmised, where
the handling is by American labor, believe me, the costs are higher
than elsewhere.

Representative Courtis. That is right.

Mr. Mater. There is no question about that whatsoever. But to
go one step further, the rates for loading and unloading, even in New
York, are different for the same commodity; and in San Francisco,
the rates for the same commodity vary from pier to pier. And at the
other extreme, in Japan, the price is two and a half dollars per ton
for anything and everything, either out or in.

Representative Curris. In the same way that you have been draw-
ing conclusions from these studies to get a net picture, don’t you
end up with a net picture showing a higher cost to export than to
import, if you start from a country that has high labor costs, and
shipping finished products vis-a-vis importing bulk.

I think that would be so, but I don’t know. If it is so, what vari-
ance would it give us on this bias, which I think you are demonstrating
quite clearly that exists? How much is economically understand-
able, and how much is the result of the peculiar system that is
developed

Mr. Mater. There is truth in what you say, unquestionably. The
most important aspect of your point is in regard to the so-called third
country rates.

Representative Corris. Yes.

Mr. Mater. There you have cheap loading and unloading from
another country to a third country, whereas we don’t.

Representative Curris. Indeed, yes; but you see—and I think this
should be interjected now—the trade advantage of this country is not
bilateral, it is multilateral.

Mr. Mater. Yes, sir.

20-707—64—pt. 4——12
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Representative Curtis. This is our problem right now. The reason
I was late today was because I was going over some of the problems
of this forthcoming “Kennedy” round. I am one of the four con-
gressional advisers to Gov. Christian Herter, the Trade negotiator.
It is very clear that our trade is multilateral, and one of our big prob-
lems with Western Europe is this fact that it is many cornered.

Mr. MaTER. Yes.

Representative Curtis. It isn’t just United States vis-a-vis Japan.
I am not interjecting this in any way to later the impact of these
studies because the material you are bringiné in here is important.

I am interjecting it to avoid an oversimplification of this thing, not
that you are trying to. Once we see this, we are going to have to
look at this multilateral thing to see how it——

Mr. Mater. No question about it. I might say, Mr. Curtis, I have
just scratched the surface of this thing, what I could do with two pairs
of hands.

Representative Curtis. It has been really splendid in my judgment.

Admiral Harcree, Excuse me, may I make a comment, Mr. Chair-
man, with regard to what Congressman Curtis has said.

We fully recognize that the cargo handling costs are a very im-
portant factor which has to be taken into consideration when we ana-
lyze these rates, and for this reason we asked for cargo handling costs,
in the United States and abroad, in our section 21 orders, and in our
negotiations with the Europeans those items are included with the
material which we are requesting.

We recognize that it does cost more generally speaking to load than
to unload. This is something we have to analyze further. Of course
you have these costs on both sides, both ways, but this is part of the
mformation we are in the process of getting.

Representative Curris. Thank you.

Chairman Doucras. May I interject and say that Mr. Boggs ana-
lyzed these costs for one flag operator on Trade Route 12, that is the
United States Atlantic to the Far East, and was able to segregate these
tems.

The difference in average freight rates was between $44.31 export,
$30.71 import, or $13.60. The port and cargo handling charges were
$16.91 for exports, and $14.49 for imports or a difference of $2.42.
But the difference 1n freight rates was $14.14.

Representative Curris. Let me ask, Mr. Boggs, would that allow
for the different kind of export package from the United States com-
pared to the import package?

Mr. Boeas. These figures are the average expenses of the line for
20 voyages on all items carried.

Representative Curtis. So this would be—yes, it would.

Mr. Boges. It is everything carried by the line. The expenses are
d}ilyectly allocated to the cargo handling charges. It includes every-
thing.

Representative Curtis. Yes; it would, the same line.

: Mx;l Marer. I know I am taking more time than perhaps you had
hoped.

(Elhairman Doucras. We are operating under the pressure of the
Senate and the House, which is the difficulty.

Mr. Mater. I am trying to find concludingy sentences.
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Chairman Doucras. Yes.

Mr. Mater. It seems to me perfectly obvious that one of the crying
needs is the simplification of not only the rate structure, but also the
economic thinking behind pricing generally. It is an antiquated
system of pricing, even as to the kinds of tons used in the quoting of
rates.

I would make one comment about economic principles. I think the
industry has thought that the economists could do more about meas-
uring elasticity and the effect of the reduction of price and all that
sort of thing than is actually the case. This defeats them because
they seem to think that if they can’t see any effect of raising the price,
there must not be any.

Well, this is far more complicated than those simple principles in
economic text books might indicate. I remember the illustration
either in Marshall or Smith of a saucer of marbles. The idea was to
move one of the marbles and note that every other marble in the
saucer also moved. There is hardly enough mathematics to figure out
the movement of each of the many marbles in a practical saucer.
Further, in a practical case many forces are at work simultaneously:
The interrelated effects of each upon the others is way beyond the
ability of economists or even engineers to measure, by any kind of vec-
tor analysis or other mathematical tools.

May I read the final paragraph. T have entitled it “chaos.”

The phrase is legislative ratemaking, unbridled competition and
rate chaos are the defensive phrases which seem to arise spontaneously
from the carriers whenever any criticism is voiced about the current
status of ocean conferences and their freight rates. Study of the
carriers’ exhibits and other materials suggests that what exists now
is close to rate chaos. The need for better economic ground rules,
particularly in the matter of freight rates, seems overdue. If im-
provements were made in such matters, it would hardly be possible for
the shippers, the carriers, and the balance of payments not be be
benefited.

This concludes my presentation except to state that Mr. Gordon P.
Smith, consulting tariff analyst, with the Department of Commerce
was of invaluable aid to me in the rate research effort.

Chairman Doueras. Congressman Curtis will ask some questions.

Representative Curris. They are just along one line mainly. I
am very disturbed at the report of the difficulty in getting information
from foreign countries. How many of the ship lines are actually
o;vrllqed 2by the United States, but under foreign flags? Is there much
of that?

Admiral Harcree. There is some of it, but generally speaking the
ships which are owned by U.S. citizens and are under foreign fla
are bulk carriers or ore carriers and tankers. Most of them are in
that category.

However, States Marine Lines has a number of ships under foreign
flags. As I look over the list of lines to which section 21 orders were
served, that is the only one that I see offhand which does have ships
under foreign flags.

Representative Currs. Is there any way we have control over get-
ting this information in that kind of an operation ?
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Admiral Haruree. Well, those lines, States Marine is an American
line, and it presents the same problem that any other American line
would.

Representative Curtis. Yes; I understand, but not because they op-
erate under foreign flag.

Admiral Harueee. That doesn’t introduce any difficulty.

Representative Curris. That is what I wanted to be sure of. Now
then, what sort of relationship have you, if at all, with GATT, as
far az.s giving information or using them to get information in this
area ?

Admiral Hariree. We have a very close liaison, Congressman
Curtis, with the Ambassador of the United States to the OECD, who
is John M. Leddy.

Representative Curtis. I will ask you about OECD later, but first
what about GATT? And then X was going to ask you about the U.N.
and OECD.

Admiral Harcree. The answer to your question is that we have no
direct liaison with GATT, but rather through the State Department.
We have been in very close coordination with the State Department
in our negotiations with the countries whose lines are concerned about
these matters, whose steamship lines are concerned. And the matter
of the GATT negotiations is a matter of considerable concern of course
to our OECD people and our State Department people.

Representative Curris. What I am really directing attention to now
is the question of getting information. Of course you have been unable
to get information, whether or not through these channels.

Admiral Hartiee. These are the best channels, Congressman Curtis.
The OECD is a better channel than the U.N. because all of the coun-
tries whose steamship lines are involved in this information belong
to the OECD.

It is a smaller body. Japan has just recently entered into the OECD
in these operations. Japan participated in the talks in Paris that we
had in February, and when you are in an operation of this type, I
think the smaller international organization you deal through the
better, as long as that organization does include all of the countries
involved.

Representative Curris. But even working with OECD, as you have
expressed it here, you found difficulty in getting the information.

Admiral HarcLee. But I must say it is extremely important, Con-

ressman Curtis, that I clarify the point that while it has been difficult,

elicate, and in the eyes of the Joint Economic Committee no doubt,
long drawn out, at the same time we have the very highest hopes of
success in this area.

We are now at the very final stages. There is an agreement in prin-
ciple, and I am not here to report that we cannot get the information.
I am rather here to report that we are just about to get it.

Representative Curtis. I am very pleased because throughout this
inquiry I was most disturbed about this seeming inability to get in-
formation.

But you are reportirjx{g real progress in that area?

Admiral Haruree. Yes, we are very glad to be able to report this.
And also I would like to mention that we also can report real progress
on the matter of getting information from the American steamship
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lines. Almost all of the American subsidized lines have complied with
our section 21 orders, and have either given us this information or in
two cases promised to give it to us as soon as we declare a deadline.

We put the deadline in abeyance for them in order that there would
be equity between them and the foreign lines. They would not be dis-
criminated against.

Representative Curris. In this preparation for the “Kennedy”
round, the Committee on Trade Information has been doing a lot of
work, and I am tremendously pleased with the manner in which our
own industries and businesses concerned have availed themselves of
this forum and are presenting data.

Have you been working with the development of these various back-
round materials and information that the Committee on Trade is
eveloping ?

Admiral Hariree. No. We haven’t been working with them.

Representative Curris. Have they called upon you for information
from time to time?

Admiral Hariiee. No. I don’t believe they have, Congressman
Curtis. But we are working in close cooperation not only with the
State Department but also with the Department of Commerce.

Representative Curris. Yes, I understand all that. One of the
reasons we set up the Committee on Trade Information was because
we wanted it centralized and not to deal with the State Department
or the Department of Commerce, but to get right to the people
involved.

Admiral Harcree. Well, we will contact the Committee on Trade
Information immediately then.

Representative Currts. I wish you would. Of course, I am going
to pass on some of this, because although in your prepared statement
you were listing these various trade barriers other than tariffs——

Admiral HarLres. Yes.

Representative Curtis (continuing). And thought that your freight
rates were not a

Admiral Harueee. They are not the only. They are one of several.

Representative Curtis. They are very important I think. Would
you agree that they are quite important?

Admiral Harriee. I certainly would.

Representative Curtrs. Yes.

Admiral Haruree. Of course, their importance varies with the com-
modity, and that is what we are in the process of determining.

Representative Curris. Of course, the Committee on Trade Infor-
mation is studying it on the basis of specific commodities, going down
the list.

Admiral Haruree. Yes, but I can say this, Congressman Curtis.
We do, however, know that that Committee does not have the infor-
mation that we are looking for from the carriers, if that is what you
mean.

Representative Corris. Oh,no;no.

: A ?miral HariLee. You mean cooperation with them other than
that?

Representative Curtis. I had started talking about the inabiliyt to
get information, which is disturbing. Havin %nished that, I was then
turning over to an area where you woulg become the source of
information.
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Admiral Haroiee. Yes, I understand.

Representative Curts. For our people to a large degree.

Admiral Hareiee. We definitely will make it known to them that
we will have information which will be useful to them.

Representative Curris. This should be extremely useful data to
Governor Herter.

Admiral Hariree. Yes.

Representative Curris. And to this Committee on Trade Informa-
tion. .

Chairman Doveras. I want to commend my colleague for what he
says on this point, that our negotiators should consider not merely
comparative tariff rates, but comparative freight rates.

Admiral Harceee. Mr. Chairman, could I handle two items very,
very briefly ¢

Chairman Doueras. Yes.

Admiral Harriee. Iam very sorry that I neglected earlier to intro-
duce my two colleagues, Mr. Timothy J. May on my right who is our
managing director and Mr. James E." Mazure who is my special assist-
ant. Secondly, I would to submit a list of the 13 Conferences, outbound
Conferences which refuse to comply with the section 21 orders in the
matter of shippers complaint, and ‘which we are now taking to court
to éet compliance.

hairman Doveras. For the sake of the press, the Far East Confer-
ence, Pacific Coast Australasian Tariff Bureau, Pacific Westbound
Conference, Pacific Coast/Caribbean Seaport Conference, Pacific West
Coast of South America Conference, Pacific Coast European Confer-
ence, Pacific/Straits Conference, Pacific Indonesian Conference,
CAPCA Freight Conference, Pacific Coast River Plate Brazil Con-
ference, Pacific Coast/Panama Canal Freight Conference, Atlantic &
Gulf-Singapore, Malaya and Thailand gonference, Great Lakes/
Japan Rate Agreement.

It is all the Pacific trade?

Admiral Haruiee. Yes, Mr. Chairman, although the Far East Con-
ference is an important conference to the Far East from our North
Atlantic range.

Chairman Doueras. What is CAPCA ?

Admiral Harciee. The Central America Pacific Coast Agreement.

Chairman Dovuaras. I would like to start off if I may by asking
some questions about pooling arrangements. It may be that just as
yesterday some of my questions addressed to the Department of Com-
merce were also addressed to the Maritime A dministration, it is possi-
ble that some of my questions to you may be addressed over your
shoulder to the Maritime Administration.” Is there any representa-
tive of Maritime Administration here?

Miss Procror. I am here as an observer, Senator.

Chairman Dougras. Purely as an observer?

Miss Procror. Yes.

Chairman Doveras. Will you come forward so you may observe
more observantly.

I was somewhat struck yesterday. Did I understand that Mr. May
is the administrative head of the Commission ?

Admiral Harvee. That is correct, Mr. Chairman.
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Chairman Doucras. I was somewhat struck yesterday with the
statement that one of our subsidized carriers was in a pool covering
the movement of coffee from Brazil to the United States, and that
there had been a transfer of approximately $800,000 from the Amer-
ican carrier to the Brazilian carrier. Have you a chance, Mr. May,
to go over the record on this matter?

Mr. May. I have, Senator. There are two coffee pool agreements;
one out of the North Atlantic and the other one out of the gulf. "I be-
lieve you have reference specifically to the gulf coffee pool. This par-
ticular pool is presently pending before the Commission.*

Chairman Doucras. Has there been a past pool

Mr. May. There has been a past pool that has been in effect for, I
believe, about 5 years.

Chairman Doucras. Yes, and were there any payments? Did any
payments take place under the past pool ?

Mr. May. Yes, they have. The most recent payment which took

lace was for the 6-month period August 29 to February 28, 1963.
gince that time over the Pa,st year the payments have been in abeyance
pending the Commission’s decision.

But for that 6-month period, there was a payment of $337,000 for
just the 6 months.

Chairman Doucras. For 6 months?

Mr. May. Just 6 months, to the Lloyd Brasiliero Line which is the
Brazilian national flag line in that pool. That was paid by Delta
Lines and Nopal Line.

Chairman Doueras. Roughly you could say therefore between $650,-
000 and $700,000 a year would be paid by an American subsidized line
to this Brazilian line, would that probably be correct ?

Mr. May. The records show that it has been a total up to this most
recent time of $833,000. If you add this $337,000 it brings you to
around $1,100,000.

Chairman Doucras. Is thisthe total for 5 years?

Mr. May. Yes, sir; and this was paid to Lloyd Brasiliero. It is
interesting to note that during the 6-month period I talk about, the
Nopal Line, which is one of the lines in this pool, carried 36 percent
of the gulf coffee, and yet the Lloyd Brasiliero Line carried only 1
percent of the coffee, and even though they carried only 1 percent of
the coffee, they were still paid by Nopal and Delta Lines the $337,000.

Chairman Doucras. Is Nopal a subsidized line?

Mr. May. Nopal is not. Nopal is a Norwegian-flag line. Delta
is the subsidized American-flag line.

b e(i)haéirman Doucras. But the payments of $337,000 came from
ta

Mr. May. Part from Delta and part from Nopal. I don’t have the
percentages for that 6-month period, but by and large Delta has been
paying roughly, oh, one-fourth of the payment to %loyd Brasiliero.
Nopal Line has been paying a greater percentage of that.

This is perhaps one of the reasons why Nopal is contesting the
division of the revenue under the pool.

1The American subsidized lnes in the coffee pool submitted & memorandum on the
pooling agreement. It will be printed, along with additional comments of Mr. May in
“pt. 5. Discriminatory Ocean Freight Rates and the Balance of Payments.” scheduled for
publication in late May 1964,
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Chairman DoucLas. Then we can say this. That upward of $250,-
000 in the last 5 years has been paid by the American subsidized line
to the Brazilian line?

Mr. May. Thatis correct.

Chairman Doucras. In other words, the American taxpayer sub-
sidizes the American line. The American line then pays a portion of
the subsidy to a Brazilian line?

Mr. May. That is correct.

Chairman Doucras. In other words, there is an indirect blood trans-
fusion from the American taxpayer to the Brazilian line.

Mr. May. That is correct, Senator. I might also point out that
they have just raised the rate of coffee under that pooling agreement
from $2.50 to $3 per 60-kilo bag, so that even though under a $2.50
rate the pool carriers were able to make enough revenue in a 6-month
period to be able to pay over $337,000, even though they were able to
make enough revenue, they have still raised the rate 50 cents, or
roughly about a 20-percent increase.

Chatrman Doucras. Isit true that coffee can be shipped more cheap-
ly from Brazil to Amsterdam to the United States than directly from
Brazil to the United States?

Mr. May. Our Bureau of Investigation has looked into that, and
they inform us that it is true that it can be shipped more cheaply by
routing it through European ports, off-loaded and then put on the
ships bound from Europe to the United States. Not only that, we do
have a complaint from the Green Coffee Association, and the Green
Coffee Association also makes the allegation that they can import
coffee more cheaply by sending it this round trip through Europe than
they can by bringing 1t in directly from Brazil.

Chairman Doueras. I think this is a prima facie case of —I was
going to say fraud.

Mr. May. I might comment the reason I am testifying of course is
that this pooling agreement is presently before the Commission, and
this is why the Chalrman, since he will have to sit in on that case, has
referred this question to me. But the staff position, the position of
the staff of the Federal Maritime Commission, is quite clear as to
what it thinks of this pooling agreement and what recommendations it
hasmade. They are on the record.

Chairman Doucras. Do you think that this pooling agreement is
unique in the conferences ?

Mr. May. I don’t think it is necessarily unique. Perhaps some of
the advantages under it are unique. It almost amounts to a form of
blackmail, if that is perhaps a harsh word to use, but it is almost what
it amounts to. The Brazilian Government by governmental decree
will not permit coffee to be carried by anybody who is not a member
of this coffee pool. And you can’t be a member of the pool of course
unless you are a member of the conference. And naturally their
Brazilian-flag line is a member of the pool.

In effect the Brazilian-flag line carries hardly any coffee at all, and
yet 1consistent;ly gets a large share of the revenues earned under this
pool.

Now if any of the carriers don’t want to participate in this pool,
then they can’t carry coffee from Brazil, and coffee is the most impor-
tant commodity in that trade. It is simply not profitable for the
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American-flag lines to go in this trade, unless they can also carry
coffee.

Chairman Doucras. Let me put it this way. Doesn’t this directly
work against the interests of the coffee producers of Braazil, because the
price realized in Brazil has a deduction for freight rates. If lower
freight rates could be established between Sio Paulo and New York,
Sdo Paulo and New Orleans, the residual left for the Brazilian ex-
port(;,r, grower, planter, or what have you, would be higher; isn’t that
true?

Mr. May. That would be my conclusion. The Brazilian Govern-
ment of course, when they issued this decree, based it on the ground that
they wanted stability in the trade. By stability I think they meant
they didn’t want fluctuation in the rates. There was no lack of service
to the trade. But there was an incidence of rate cutting in that trade.
Now it would be my conclusion, however, that it would be to the bene-
fit of the coffeegrowers in Brazil to have more favorable freight rates
than they presently have.

Chairman Doueras. As you know, the State Department has nego-
tiated and the Senate has ratified a coffee treaty. The implementing
legislation has been reported out by the Finance Committee and is on
the calendar of the Senate which makes the United States an enfore-
ing agent for an international cartel refusing to accept coffee from any
country outside the cartel or from any maverick inside the cartel who
breaks away.

Now I have grave doubts about this coffee agreement. I would like
to help the people of Brazil. I would suggest that one of the best ways
of helping them would be to smash this shipping cartel so that the
Brazilian planters and growers can get more per pound.

Mr. May. Yes. Itissafetosay thatyou and I could drink coffee at
a cheaper price if that were done also. There may very well be an
inconsistency in the purposes of the operation of this pool and the
purposes of the coffee agreement that was negotiated.

Tt is possible that a coffee pool would be beneficial in some respects.
But the most insidious part of this pool is the fact that the Lloyd
Brasiliero line is guaranteed a large share of the revenues even if they
make no carryings whatsoever. Now certainly that aspect of the coffee
pool is not necessary for stability in the coffee trade.

Chairman DoucLas. Is it true that the president of one of the lines
in the pool has requested that the Commission take action to raise
the inbound rate from Europe to the United States on coffee?

Mr. May. My understanding is that one of the American-flag lines
presidents approached the Commission and asked the Commission to
Investigate as to whether or not there were irregularities or malprac-
tices existing in the trade of that coffee, what is referred to as tourist
%offee, that coffee which moves to Europe and then to the United

tates.

Chairman Doueras. Does the coffee enjoy the Flemish paintings in
Brussels and does it enjoy the Rembrandts in Amsterdam ¢

Mr. Mavy. If you could go to Brazil, if you could travel from Brazil
and visit Europe on your way back to the United States at a lesser
price than coming directly you would probably want to do it.

Chairman Doucras. So that the remedy is to make it more expen-
sive to be a tourist and force you to take the more expensive and more
direct route to the United States; is that right?
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Mr. May. That isright. I might add that our Bureau of Investiga-
tion looked into the allegations and found that there were no violations
of our laws in the malpractices that were alleged.

There are, however, some irregularities we are looking into as to
the question of whether or not a transshipment agreement should be
filed with the Commission for its approval, and whether or not they
have a rate on file with the Commission which is an applicable rate.
But that is a different question than the other; than the allegations
that were made.

Chairman Dovucras. Do you have the power to turn down this pool-
ing arrangement?

Mr. May. The Commission has the power to determine that the
pooling agreement is detrimental to or contrary to the public interest
of the United States. They have that power.

Chairman Doveras. Have you established any criteria how you will
judge whether or not a pooling arrangement is for the best interests
of the United States?

Mr. May. The staff’s position on this, and this is a relatively recent
issue for the Commission to face, the staff has made recommenda-
tions to the Commission, and as to the last two pooling agreements
which have come before the Commission for approval, investigation
has been recommended by the staff. The Commission has endorsed the
recommendation of the staff in both instances, and has ordered investi-
gations and hearings to determine whether these pools should be
approved.

I might say that the staff position is that pooling agreements are
prima facie unlawful.

Now, that prima facie unlawfulness can be rebutted, but the burden
rests entirely with the applicant.

Chairman Doueras. That is in conformity with the American anti-
trust laws?

Mr. May. That is correct ; unless there is some extraordinary reason
that they can demonstrate why a pooling agreement should be ap-
proved, that it is just prima facie contrary to the public interest.

Tt is the final anticompetitive device in this trade.

By having a conference agreement they have eliminated all price
competition, and once you have a pooling agreement, that is the virtual
elimination of any kind of competition whatsoever.

Unless that can be justified by extraordinary circumstances, it
would be the staff’s position that all pooling agreements are unlawful,
unless this showing can be made.

Chairman Doueras. I don’t wish to refight old battles or to hit a
man when he is down, but Mr. Stakem, when he was Chairman of the
Commission, took exactly the opposite point of view. This was one
of the points of controversy between the chairman of this committee
and Mr. Stakem. You shouldn’t comment on that, but I want it stated
for the record. He is still a member of the Commission, and a candi-
date for reappointment.

Now is there a proposed pool which covers the outbound trade from
the Atlantic coast to Europe between the Myer Line, which I believe
is an independent Norweglan operator, and the North Atlantic out-
bound conference ?
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Mr. May. There is, Senator. This is the most recent pooling agree-
ment filed for approval by the Commission. The Commission has or-
dered an investigation and a hearing on this.

Chairman Doucras. Myer hasbeen and is an independent ?

Mr. May. That isright.

Chairman Doucras. And the Myer Line charged lower freight rates
than the conference.

Mr.May. Thatis correct.

Chairman Doucras. Now, however, they have made up.

Mr. May. There is every evidence that they have made up in more
than one way. There is apparently—well, naturally, with the pooling
agreement there is no longer any incentive to the Myer Line to quote
lower rates than the North Atlantic.

Chairman Doucras. Because it will share in the profits.

Mr. May. It gets a fixed percentage, 1624 percent of the revenue
regardless of what it carries.

Chairman Doueras. Of gross?

Mr.May. Gross,inbound and outbound.

Chairman Dovueras. That is one-sixth of gross revenue no matter
how much or how little freight it carries?

Mr. May. Under certain qualifications, yes, that is the case. Now
the curious thing about this pooling agreement is that they are the
only ones who pool. Everybody else pools their revenues but gets
everything back except what they pay to Myer Line.

Chairman Doueras. In other words Myer, by fighting the confer-
ence, was finally able to bust into the conference and get a sixth of the
revenue ?

Mr. May. Thatisabout the case.

Chairman Doueras. Now let me ask you this: When Mr. Mater
made his study that was as of the 19th of November.

Mr. May. That iscorrect.

Chairman Doueras. When did the increase in rates go into effect ¢

Mr. May. The effectiveness of the rate increase is March 26. The
Myer Line——

Chairman Dovueras. Today ?

Mr. May. Yes, that is March 26. The Myer Line has also filed a
rate increase which will be effective April 6. So what has happened,
obviously in contemplation of this pooling agreement, the North
Atlantic Conference has raised their rates by 10 percent roughly, this
is what the increase amounts to is a 10-percent increase, and Myer
Line has correspondingly also filed. We have examined and analyzed
the two tariffs on similar commodities, and what they show is that
there is a parallel increase by Myer, so that Myer is in other words
following——

Chairman Doucras. Ten percent or twenty percent ?

Mr.May. Ten percent.

Chairman Doucras. Ten percent.

Mr. May. This still leaves a 10-percent differential roughly speak-
ing, a 10-percent differential in the conference rates and in the Myer
Line rates. But what this means is that this will stabilize that differ-
ential. It was the instability of that differential in September of 1962
that incited what has perhaps euphemistically been described as a rate
war. All the participants in this war have survived, and seemingly
have prospered during the period of this rate war.
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Chairman Doueras. They not only have survived but they have
flourished, haven’t they?

Mr. May. That would seem to be the case, yes. At any rate, in con-
templation apparently of this pooling agreement, the combatants of
the rate war have now filed parallel rate increases which in effect re-
stores the rate situation that existed prior to the rate war.

Chairman Doueras. At a 10-percent higher level.

Mr. May. During the rate war, the rates were driven down from 10
to 50 percent in different trades. But we have analyzed this, and
what this rate increase does in effect is restore the rate levels corre-
spondingly that existed prior to the rate war.

Chairman Doucras. Will not the gulf follow the Atlantic, and
Great Lakes? _

Mr. May. This we don’t—this is pure speculation. I think one
could expect that this would happen, and the Commission staff is look-
ing very closely at the interrelationships between these different trades,
because of the common memberships in different trades by different
lines, and to see what perhaps unfiled agreements may also exist be-
tween the Myer Line and the conferences. This will be part of the
investigation. And of course the rate increases that have been filed by
both of these carriers, in the sense that it appears directly to relate to
the pooling agreement, will become part of the investigation of the
pooling agreement. ‘

Chairman Doueras. Now if competition is suppressed, as I take it
it will be, is there any reason to believe that they will stop with the
10-percent. increase?

Mr. May. It would contradict history if I were to suggest that there
were reason to believe it. What can be anticipated is given the fact
that the traffic will bear it, increases from time to time as long as the
differential is retained. Myer Line has loyal customers who stayed
with it through the war. They are getting this 10-percent differen-
tial, and apparently the conference believes that it can live with the
10-percent differential.

A differential greater than that, or selective cutting they want to
e}llimina,te and this pooling agreement is designed specifically to do
that.

Chairman Doueras. And as Mr. Mater said, his evidence on com-
parative rates was for the period prior to this increase?

Mr. May. That is correct.

Chairman Doucras. So that the disparity will be still further
deepened.

Mr. May. That is quite true, Senator.

Chairman Doueras. Is it permissible to ask whether the staff has
any recommendations on this pool or would you prefer not to?

Mr. May. It would be prejudging the case. On the basis of what
we know now, it would be the recommendation of the staff not to
approve it, but that would be a prejudgment. The reason to have an
investigation and a hearing is to have a full airing of all the facts
and to determine what the true situation is. Conceivably there could
be a demonstrable showing on the part of the pooling participants
that this was in the interest of the United States. But I emphasize the
burden is theirs.
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It is not the burden of the Commission to show that this is bad for
the United States, because in our opinion pooling agreements are
presumptively bad unless there can be some special circumstances
shown. And those special circumstances I might add directly relate
not to what is good for the carriers, because quite obviously any
collusive or combination arrangement 1s good for the participants or
they think it is good for them or they wouldn’t enter into 1t. The
question is is this good for the service in the trade.

And absent the pool, will there be deterioration in the regularity
and the frequency of service to the essential trade areas?

Those are the key questions, and I believe the carriers are going to
have to make a showing that, absent this pooling agreement, the
service in the area will deteriorate, that perhaps carriers will have to
leave the trade, because they can’t remain in under this type of com-
petition, and that therefore necessary service will be affected.

Absent that showing I just think that the pool should not be ap-
proved and I believe that is the staff position. Naturally the staff—
I have to emphasize that the Commission has to enunciate the final
policy on that, but it is the job of the staff to recommend positions to
the Commission, and we have a Bureau of Hearing Counsel that takes
adversary positions in this. Its job is to protect the public interest
and to represent the public interest in this matter.

Chairman Doucras. Thank you very much. Admiral Harllee, the
question of the refusal of the 8 outbound conferences to comply with
your request for information will be taken to the courts if necessary.

Now suppose the foreign lines and inbound conferences refuse to
give the Commission the needed statistical information as the outbound
conferences have.

‘What course of action do you recommend for the Commission?
I notice you were very diplomatic in saying that you wanted to preserve
the amity with foreign countries. Suppose they take the position
that they are just not going to give you information ?

Admiral HArLLEE. You are speaking of course of the foreign-based
conference?

Chairman Doucras. That is right.

Admiral Harree. I would like to emphasize, Mr. Chairman, once
more that we do not believe that we will get enough information to
enable us to make the analyses that we should make. But if we do lose,
of course we would go to court. Itisconceivable we might lose in court.
If we did lose in court we would have to seek legislation, and the legis-
lation that we would seek would be along the lines of whether the agree-
ment should be disapproved on the basis of them not furnishing
information.

Also we would have to consider whether we would seek legislation
allowing us to suspend rates, and thirdly, we would seek legislation
which would put the burden of proof definitely on the carriers rather
than on the Maritime Commission with regard to the reasonableness
of the rates.

Fouthly and finally, we would have to consider recommending then
that the conferences be required to maintain a resident headquarters
in the United States, which would as a practical matter entail a dupli-
cate set of records. - All of these alternatives of course are undesirable
from many points of view. But if we just can’t get the information
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in order to do the regulatory job, we would have to make such legis-
lative recommendations.

Of course if we win in court, we would then ask the Justice Depart-
ment to seek the fines which would accrue.

Chairman Doucras. I have not been able to follow the case of the
airlines. Is there anyone here woh has followed that controversy be-
tween the domestic airlines and the foreign-based airlines with regard
to passenger fares? Yes, Mr. May?

Mr. May. I have some familiarity with it, Senator. It isa curious
situation when compared with our situation. The foreign govern-
ments seem to have taken perhaps a little different approach.

With the air carriers they seemed less reluctant to exercise regu-
lations, and they seemed at times to take inconsistent positions. With-
out mentioning the country involved, for example, I know of one
instance where an American airline was at gunpoint prevented from
leaving a foreign capital, one of the European foreign capitals, be-
cause that American airline was charging a lower passenger rate than
that government thought the rate should ﬁ . _

Quite obviously the Federal Maritime Commission has never done
anything like that, nor would it ever contemplate anything like that
in terms of trying to hold the ship down at the port.

Chairman Doucras. What was the final result?

Mr. May. The final result was one that——

Chairman Douaras. In essence the European countries threatened
to refuse to give landing rights.

Mr. May. That is correct.

Chairman Dovueras. We had lower transatlantic passenger rates
than their lines; isn’t that true?

Mr. May. That is correct, and this was finally resolved through ne-
gotiations of the State Department with foreign governments. The
Civil Aeronautics Board, as I understand it, didn’t get quite all that
they had hoped for, but these are matters that do require accommoda-
tions between governments. I would say that the U.S. Government
through its representatives in the State Department, were successful
in lowering passenger rates and getting an accord from foreign gov-
ernments on this.

Chairman Doucras. On its own lines?

Mr. May. No, on general passenger.

Chairman Doucras. On general.

Mr. May. Yes.

Chairman Doucras. Foreign lines as well ?

Mr. May. Yes. Now I note also, however, that during this period
of time, legislation was introduced to give the Civil Aeronautics
Board rate suspension power, and it passed the House. They don’t
have rate suspension powers now, but this legislation would have
given them rate suspension powers. Now what part that played in
determining the wisdom of a settlement or an accord I don’t know.

Chairman Doucras. Was there any reciprocal threat on our part
that if the European countries persisted in their effort, that we would
not grant landing rights to their airlines?

Mr. May. NotthatIam aware, Senator.

Chairman Doucras. Wasn’t that always in the background ?

Mr. May. I am sure that it was at least—the possibility of it hap-
pening must have been constantly present.



DISCRIMINATORY OCEAN FREIGHT RATES 775

Chairman Doueras. Would you suggest anything such as that in
connection with ships, the possibility that we would deny access to
American ports to foreign ships which charged discriminatory rates
against the United States? You are not asking for that. But
wouldn’t it possibly strengthen your bargaining hand if you had it?

Mr. May. It would strengthen it to a point where it might even
terrify some of the Europeans. I think the admiral is more competent
to comment on this matter.

Admiral Hariree. I would like to make a couple of brief com-
ments in these connections, Mr. Chairman. I would like to say for
the record that not only is the air traffic regulated by an international
body, as you know, IATA, International Air Traffic Association, but
also the matter of rates, passenger rates in the transatlantic and other
trades are relatively simple in that they have first-class and economy
rates instead of 8 million rates on file. But with regard to the last
point that you brought up, section 14(a) (2) of the Shipping Act
includes the following sentence, “The Secretary” (which means the
Secretary of Commerce) “shall thereafter refuse such person the
right of entry for any ship owned or operated by him or by any car-
rier directly or indirectly controlled by him, into any port in the
United States or any Territory, District or possession thereof, until
the board certifies that the violation has ceased or such combination,
agreement, or understanding has been terminated.”

So under certain circumstances the power which you speak of
does reside in the law books but it is a power which, of course, would
have to be used with great judiciousness.

But it is an ultimate power which could be used.

Chairman Doucras. If the foreign lines refused to give the infor-
mation, refused to give you any information, might it not be a good
thing to recommend the use of this power?

Admiral Hartree, That is not one of the reasons listed, but there
are other reasons. But this is something which would be an ultimate
power, Mr. Chairman, but one in which we have every expectation of
working a solution out before resorting to.

Chairman Doucras. I don’t want to compare the European nations
to a child or to juvenile delinquents, because I don’t wish to insult our
honorable friends. I simply say that so far as child psychology is
concerned, sometimes behavior 1s improved by the knowledge that
there is a woodshed and a switch therein.

Admiral Harieee. I would say that this hearing probably in part
accomplishes that purpose.

Mr. ArpeL. Could 1 make a brief comment in the general analogy
drawn by Senator Douglas between the air passenger situation and
ocean shipping. In years past I think it was true that the percentage
of Americans traveling abroad was overwhelming as compared with
Europeans and others coming here. Our passenger market eastbound,
so to speak, was most lucrative and therefore we had a great deal to
offer European nations and great bargaining power in that respect.
That I think is no longer true. It is, to a far greater extent, a two-way
flow. However with respect to shipping I think Admiral Harllee will
agree that, as his predecessor Chairmen have testified before various
congressional committees, ships flying the flag of foreign nations
carry at least 90 percent of the cargo to and from our shores. With
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the profit motive still providing the basic motivation, and ours being
a large exporting and importing nation, this is a very lucrative market
for ships of the foreign merchant marine.

Therefore I think that you will agree, Senator, that in line with
impact and thrust of these hearings as well as other congressional
hearings, this situation justifies, economically and practically, the full
exercise of the Commission’s statutory powers in so far as they pertain
to regulation of rates, supervision of conference activities, et cetera. I
just wanted to make that differentiation between the two situations.

Chairman Doucras. Very good.

Admiral Haruuge. Iagree.

Chairman Doueras. We are getting more and more support, Ad-
miral.

Admiral Harciee. I agree with Mr. Appel verbatim,

Chairman Doucras. I want to commend you, Admiral. I want to
commend your associates. This has been the best testimony that we
have had, and we are tremendously encouraged with the steps that you
are taking. I want to say the statistical analysis that Mr. Mater
produced 1s amazingly good, and I hope you are able to hold him
over there. Don’t let anybody try to get him back, because one of the
favorite devices in a bureaucracy if a man is on loan and doing a good
job is to recall him and bury him. I hope you keep hold of him. I
want to see to it that he is not buried.

Admiral] HarLLEE. You can rest assured of that, Mr. Chairman.

Chairman Doucras. I want to thank all of you and commend all of
you. This is the first ray of light that I have seen in a long time.

But the road ahead is very arduous. You have got a very difficult—
I-shouldn’t use a terrestrial analogy. The ship isn’t in harbor yet.

Admiral Hariee. Yes, sir. Thank you very much, Mr. Chairman.

Chairman Doucras. Thank you.

Admiral Hariee. I am sure the Commission and staff will join
with me in wishing you a very happy birthday.

Chairman Doucras. I do wish that the North Atlantic Conference
though would give me a better birthday present than a 10-percent
rate Increase.

(Whereupon, at 12:15 p.m., the hearing was concluded.)
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