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The Bureau of Extension of the University

of North Carolina

The University of North Carolina through its Bureau of Extension

offers to the people of the State:

I. General Information:

Concerning books, readings, essays, study outlines,' and subjects

of general interest. Literature will be loaned from the Li-

brary upon the payment of transportation charges each

way.

II. Instruction by Lectures:

Lectures of a popular or technical nature and addresses for com-

mencement or other special occasions will be furnished any

community which will pay the traveling expenses of the

lecturer.

III. Correspondence Courses:

For teachers in Arithmetic, Civics, Economics, Drawing, Edu-

cation, Engineering, English, European History, Geology,

German, Greek, Latin, North Carolina History, Rural Eco-

nomics, Rural Education; Solid Geometry, and United

States History.

IV. Guidance in Debate and Declamation :

Through the High School Debating Union, special bulletins and

handbooks, and material loaned from the Library.

V. County Economic and Social Surveys:

For use by counties in their effort to improve their economic

and social condition.

VI. Municipal and Legislative Reference Aids :

For use in studying and drafting municipal and State legisla-

tion.

VII. Educational Information and Assistance:

For teachers, principals, superintendents, school committees

and boards. The School of Education acts as a clearing

house for information concerning all phases of educational

work and conducts a teacher's bureau as an aid to com-

munities and schools in. securing efficient teachers.

For full information, address

The Bureau of Extension,

Chapel Hill. N. C.



The High School Debating Union

History and Purpose

The High School Debating Union was organized among the sec-

ondary and high schools of North Carolina by the Dialectic and

Philanthropic Literary Societies of the University during the school

year, 1912-1913. It was organized to encourage debating in a definite,

systematic fashion among North Carolina high school students. The

query of that year was Resolved, That the Constitution of North

Carolina should be so amended as to allow women to vote under the

same qualifications as men. Ninety schools took part in this state-

wide debate, and the Pleasant Garden High School, of Guilford

county, was the winner of the Final Contest at Chapel Hill and ac-

cordingly was awarded the Aycock Memorial Cup.

A Part of Extension Work

During the past school year of 1913-1914, the High School Debat-

ing Union moved onward with splendid success. It received the ad-

ditional support of the Bureau of Extension of the University, in

order to insure its permanence and enlarge its usefulness and scope.

Everywhere, all over the State, it was recognized as a definite, big

part of the University's effort to bring itself into a helpful relation

with every community and every person in North Carolina. One hun-

dred and fifty schools enrolled in the Union and took part in the

triangular debates on March 20th, 1914. Forty-one schools won both

of their debates and sent their teams, numbering 164 debaters, to

Chapel Hill to compete in the Final Contest. Before an audience of

2,000 in Memorial Hall, on April 3rd, the Winston-Salem High School

won the Final Contest and was awarded the Aycock Memorial Cup.

The query was Resolved, That the Constitution of North Carolina

should be so amended as to allow the Initiative and Referendum in\

State-wide legislation.

The Query for 1914-1915

The query that has been selected for the members of the Union
this year is Resolved, That the United States should adopt the policy

of subsidizing its merchant marine engaged in foreign trade. This

query was selected because of the growing importance of foreign

commerce in the business life of the country and because of the pre-

sent lack of an effective American merchant marine. The question

as to whether or not a system of ship subsidy would be of value in
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building up an effective merchant marine is an interesting and im-

portant one.

Membership in the Union

Every secondary and high school in North Carolina is invited to

become a member of the Union and participate in this state-wide de-

bate. Every school that enters will, as usual, be grouped with two
others in a triangle, each school putting out two teams, one on the

affirmative and the other on the negative. Every school which wins

both of its debates will be entitled to send both of its teams to Chapel

Hill to contest for the State Championship and the Aycock Memorial

Cup. The triangular debates will be held throughout the State dur-

ing the latter part of March, and the final contest at Chapel Hill will

be held early in April. At this time the third annual inter-scholastic

track meet of North Carolina will also be held at Chapel Hill. All

of the schools eligible to participate in the Union are eligible to

send representatives to the track meet.

Regulations

1. The Dialectic and Philanthropic Literary Societies of the Uni-

versity of North Carolina will suggest a query, to be discussed on a

given date by the schools entering the Union.

2. All secondary schools of North Carolina, however supported,

offering regularly organized courses of study above the seventh grade,

and not extending in their scope and content beyond a standard

four-year high school course as defined by the State Department of

Education, shall be eligible for membership in the Debating Union.

3. All schools accepting this offer and thus becoming members of

the Union shall be arranged into groups of three, for a triangular

debate, the status and standards of the schools, their proximity,

accessibility, and convenience of location to be considered in form-

ing the groups.

4. Each school of each triangular group shall agree to furnish two

debating teams of two members each, the one to uphold the affirma-

tive side of the query, and the other to defend the negative side.

5. The members of the debating teams must all be bona fide

students of the school which they represent. To be bona fide students,

they must have been in attendance at least 30 per cent of the school

year up to and including the date of the debate, and must have made
passing grades on a majority of their work.

6. The team debating at home shall in each case uphold the affirm-

ative side of the query, and the visiting team the negative.

7. The schools themselves shall select and agree upon the judges

of the local contests.
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8. Each speaker shall have twenty minutes at his disposal, not

more than fifteen of which shall be used in the first speech.

9. Any school which shall win both of its debates shall be en-

titled to send both of its teams to the University for the State Champ-
ionship Contest.

10. In the event that one school of a triangle drops out and

the committee at Chapel Hill is unable to secure a school to take its

place, then the two teams remaining shall debate one another, each

sending a team on the negative to the other. If either school wins

both of these debates, then it shall send its teams to Chapel Hill for

the Final.

11. In the event that two schools of a triangle drop out of the

Union and the committee is unable to secure schools to take their

places, then the remaining school shall be declared winner over the

others, by their default, and shall send its teams to Chapel Hill for

the Final.

12. The school having the strongest team on the affirmative side

of the query and the school having the strongest team on the nega-

tive side shall be entitled to contest publicly in the University Chapel

for the Aycock Memorial Cup. (The strongest team on each side

of the query is to be determined by means of preliminary contests

at Chapel Hill).

13. The school which shall win the debate, thus finally held, shall

have its name inscribed on the Memorial Cup, together with the

names of its two winning representatives.

14. Any school which shall win in the Final Contest for two years

in succession shall have the Cup for its own property.

15. All high school representatives and principals coming to the

University for this contest will be met at the station by a committee

and will be entertained free of cost while in Chapel Hill.

Originality of Debates

It has been suggested to the committee a number of times in the

past few months that the ultimate success' of the Union will be serious-

ly hindered unless in each instance the speech of a debater represents

his own individual work. This appeals to the committee as being a

very sensible and timely suggestion. Accordingly, the committee

wishes to ask the teachers and students to work on the debates with

this suggestion in mind.

One change has been made in the regulations since last year which

should prove helpful in this connection. Whereas, regulation 8 last

year read : "Each speaker shall have twenty minutes at his disposal,

not more than five of which shall be used in the rejoinder," it now
reads : "Each speaker shall have twenty minutes at his disposal, not

more than fifteen of which shall be used in the first speech." That
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is, each speaker must have at least five minutes for his rejoinder.

The rejoinder is usually the place where a debate is won or lost, and

naturally should be stressed in the high school debates.

Enter Your School Now

The High School Debating Union is essentially an organization

for the secondary and high schools of the state. That it possesses

unlimited possibilities for usefulness to every high school pupil and

teacher and to every community in the State goes without saying.

Its success, however, and its benefits to those concerned, are depen-

dent upon the support accorded it by the students and school men of

North Carolina. If your school has not yet enrolled, in order that

its possibilities for usefulness to you may be realized, see to it that

your school—the school of which you are principal, or the school

which you attend, or the school in your community—enrolls immediate-

ly in the Union.

For fuller information, address

E. R. Rankin, Secretary,

High School Debating Union,

Chapel Hill, N. C.



Ship Subsidies

Query

Resolved, That the United States should adopt the policy of sub-

sidizing its merchant marine engaged in foreign trade.

Explanation of Terms

It is understood that in the debates the term "policy" refers to a

certain line of action on the part of the Government continuing for

a period of years at least, rather than to any temporary action brought

on by abnormal conditions. At present, the United States pays to

American ships, as will be shown later, nearly $1,500,000 for carrying

the mails. "It is possible that this may be construed as a subsidy.

However, it is of course understood that this could not, in itself, be

construed as a definite policy of subsidizing the merchant marine, such

as is meant by the query.

A subsidy is a grant of money, or some form of bounty, given

by the government to some private person or company to assist in

the establishment of an enterprise deemed advantageous to the public.

Subsidies may be roughly classed as "general" and "special".

A general subsidy is a bounty, for either construction or navigation,

or both, granted to owners of all ships in the registry, whether in

the charter or in the line traffic. The basis of the payment may be

tonnage and speed, cargo capacity, or distance sailed, and payments

may or may not be limited to vessels above a minimum size and

speed.

A special subsidy, or subvention, on the other hand, is a special-

purpose bounty granted only to owners of ships sailing in scheduled

lines between specified ports ; its benefits are confined to what is

sometimes called "line tonnage." Its amount may be determined by

speed, distance or cargo capacity, or by contract between shipowner

and government, the latter setting a maximum above which payments

cannot go.

Both plans generally provide that the vessels affected shall be man-
ned at least in part by American citizens, shall carry the United States

mails, and shall be at the disposal of the Government in time of war.

Present Subsidy Policies of the Various Countries

Regarding the present subsidy policies of the various nations of

the world, the following facts are gained from the section entitled
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"Ocean-Mail Systems and Ship Subsidies of the World" in the report

of the United States Commissioner of Navigation for the fiscal year
ending June 30th, 1909:

UNITED STATES

The expenditure of $1,467,255 in 1908 represents the entire amount
paid out by the Federal Government to American merchant ships.

This amount was in the form of payments for ocean-mail service,

under the act of 1891. In the same year the sum of $1,228,032 was paid

to foreign steamship lines for their service in carrying the American
mails. The rates of ocean mail pay or subsidy prescribed in the act

of 1891 were, per statute mile, outward bound: $4 for 20 knot ships,

$2 for 16 knot ships, and $1 for 14 knot ships.

TABEE OF FOREIGN SUBSIDIES, MAIE PAY, BOUNTIES .

Total for Great Britain and Colonies $ 9,689,384.

Total for France 13,423,737.

Total for Japan 5,413,700

Total for Italy 3,872,917.

Total for Spain 3,150,012.

Total for Austria-Hungary 2,984,530.

Total for Germany 2,301,029.

Total for Russia 1,878,328.

Total for Norway 1,102,143.

Total for Netherlands 880,011.

Total for Sweden 277,752.

Total for Denmark 145,000.

Total for Belgium 55,970.

Total for Portugal 50,000.

Outside of Europe and Japan subsidies and mail payments were

reported for 1908 to the Bureau as follows: Chile, $253,195; Mexico,

$75,000; Egypt, $54,512; Brazil, $1,300,000; in all $1,682,707.

The aggregate amount paid by foreign nations in the shape of sub-

sidies, ocean-mail pay, navigation and construction bounties, admiralty

subventions, naval-reserve appropriations, fisheries bounties, refund of

Suez Canal tolls, and other forms of contribution, which directly or

indirectly add to the volume of business under their respective national

flags is thus seen to be, by this table, more than $46,000,000 a year.

"The essential fact remains," concludes the Commissioner in his

report, "that every other nation actually expends sums in proportion

to its resources much in excess of the expenditures of the United States,

in order to secure under its own flag efficient means of communica-

tion by sea with other countries."
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Lack of an American Merchant Marine

In his report for the fiscal year ending June 30, 1913, the Commis-

sioner of Navigation shows by statistics that but 8.9 % of the for-

eign commerce of the United States, both imports and exports, for

that year was carried in American vessels. Ninety-one and one-tenth

per cent was carried in foreign ships. The per cent of the foreign

carrying trade of the United States carried in American vessels through

the period 1821-1913 is shown as follows :

1821 88.7 1881 16.5

1831 86.5 1891 12.5

1841 83.3 1901 8.2

1851 727 1911 8.7

1861 65.2 1913 8.9

1871 31.9

It is thus seen that the per cent of our foreign commerce carried

in American vessels has dwindled from 88.7 per cent in 1821 to 8.9

per cent in 1913. Various reasons have been assigned for this decline

by different people and different schools of thought. Some have point-

ed to the fact that when the percentages were large, the United

States then had a definite, well-outlined policy of ship subsidy, and

have laid the decline at the door of the no-subsidy policy of the

last half-century. Others have explained it on the ground that Amer-
ican capital and labor have not from the nature of American life

been predisposed to the sea. In most of the discussions on the subject,

the question of statutory restrictions in the navigation laws of the

United States has come up. Many have laid our lack of a merchant

marine at the door of our navigation laws.

Statutory Restrictions

To quote now from the report for 1909:

"The statement is often made that the repeal of our antiquated

navigation laws would be followed by the speedy return of American

prominence on the ocean. This statement is always made without a

bill of particulars.

"The statutory restrictions on American shipping are briefly as

follows

:

"First, Ownership of American vessels is restricted by Section

4131 of the Revised Statutes to 'citizens of the United States or a

corporation organized under the laws of any of the states thereof/

This restriction as to ownership does not differ materially from the

restriction imposed by the laws of other nations. It is no real ob-

stacle upon the development of our shipping.
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"Second, The master of an American ship and all officers who shall

have charge of a watch, including the pilots, shall in air cases be citi-

zens of the United States. This requirement is substantially the

law of foreign nations except England.

"Third, Except in the case of crews of subsidized ocean-mail

steamers under the ocean-mail act of 1891, there is no restriction

upon the nationality of the crews of American merchant vessels.

Since the act of June 26th, 1884, such crews may be shipped for a

round voyage to the United States at a foreign port and at rates

of wages only slightly higher than those obtaining at such port.

"Fourth, In 1898 Congress improved the minimum scale of provisions

for seamen on American ships, and that statutory standard is now
higher, from our point of view, than those of any other nations.

For this condition, the 'antiquated navigation laws' cannot be held

responsible; they are in advance of others.

"Fifth, The Frye Bill of 1895 regulating forecastle accommoda-
tions was passed in advance of the requirements of other nations.

It is an example for them to follow.

"Sixth. In the modern steamer, the greater part of the crew

is employed in handling coal, where the mental qualities that enter

into seamanship have no part. The act of 1908 gave the local in-

spectors the power to fix the complement of the licensed officers and

crew of cargo or passenger steam vessels 'necessary for their safe

navigation.' This law is not antiquated nor is it unnecessary."

It is thus seen that the Commissioner of Navigation thought that

whatever else was to blame for our lack of a marine, our navigation

laws, the 'statutory restrictions' spoken of, certainly were not to blame.

Important Recent Legislation

Important recent legislation in regard to our navigation laws has

been enacted by Congress.

Section 2 of the "Act to provide for the admission of foreign-built

ships to American registry for the foreign trade and for other pur-

poses," approved Aug. 18, 1914, reads

:

"The President of the United States is hereby authorized whenever

in his discretion the needs of foreign commerce may require, to sus-

pend by order, so far and for such length of time as he may deem

desirable, the provisions of law prescribing that all the watch offi-

cers of vessels of the United States registered for the foreign trade

shall be citizens of the United States

"Under like conditions, in like manner, and to like extent the

President of the United States is hereby authorized to suspend the

provisions of the law requiring survey, inspection, and measure-
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ment by officers of the United States of foreign-built vessels admitted

to American registry under the Act."

The order of the President of the United States, following the

passage of this bill, reads

:

EXECUTIVE ORDER

September 4, 1914.

In pursuance of the authority conferred upon the President of the

United States by Section 2 of 'the act approved August 18th, 1914,

entitled "An act to provide for the admission of foreign-built ships

to American registry for the foreign trade, and for other purposes"

it is hereby ordered:

1. That the provisions of the law prescribing that the watch of-

ficers of vessels of the United States registered for foreign trade

shall be citizens of the United States are hereby suspended so far

and for such length of time as is herein provided, namely: All for-

eign-built ships which shall be admitted to United States registry

under said act may retain the watch officers employed thereon, without

regard to citizenship, for seven years from this date, and such watch

officers shall be eligible for promotion. Any vacancy occurring among
such watch officers within two years from this date may be filled

without regard to citizenship ; but any vacancy which may occur there-

after shall be filled by a watch officer who is a citizen of the United

States.

2. That the provisions of law requiring survey, inspection, and

measurement, by officers of the United States, of foreign-built ships

admitted to United States registry under said act are hereby suspended

for two years from this date.

Woodrow Wieson.

Registry Law

To refer again to the report of the Commissioner of Navigation

for 1909, and to the section dealing with the navigation laws :

"In the last analysis criticism or 'our antiquated navigation laws'

will be found to be criticism of one law, and only one, the registry

law of December 31, 1792, incorporated in section 4132 of the Re-

vised Statutes, which reads

:

Vessels built within the United States and belonging wholly to

citizens thereof, and vessels which may be captured in war by citizens

of the United States and lawfully condemned as a prize, or which

may be adjudged to be forfeited for a breach of the laws of the

United States, being wholly owned by citizens, and no others, may
be registered as directed in this title.

"The laws of other nations now permit their citizens or subjects

to buy ships anywhere and put them under the national flag."
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Recent Important Legislation as to Registry

FREE-SHIP LAW

The report of the Commissioner of Navigation for the year ending

June 30, 1912, says: "The fifth section of the Panama Canal Act,

of August 24, 1912, provides for the admission of foreign-built ships,

not over five years old, to American registry for the purpose of engag-

ing in the foreign trade. The section has not been in force long en-

ough to determine its results. Many inquiries concerning its details

have been made, but thus far no applications have come in. None were

expected at the outset. The laws require that all the watch officers

of vessels of the United States shall be citizens.

"The transfer of a foreign ship to American registry under the new
law, accordingly, will involve in nearly every case a complete change

in the personnel of the deck and engine room management. Such

changes are not made hurriedly by prudent shipowners.

"This act will clarify discussion of the maritime policy of the Uni-

ted States. It has been contended, on the one hand, that the main

reason why American shipping in foreign trade has declined from

year to year or has shown no considerable increase was the prohibi-

tion of American registry to vessels built abroad."

FREE MATERIALS EOR SHIPBUILDING

"The same section of the Panama Canal Act was framed to carry

to completion the policy of free materials for American shipbuilding

instituted in the tariff act of 1871 and steadily advanced by the tariff

acts of the past 40 years. So far as structural steel, the principal

material of modern shipbuilding, is concerned, considerable imports

are not likely at present, for steel ship plates were selling at Pitts-

burgh in August at $30.24 per ton, while the quotations in England for

the same date were $38.93."

THE ACT OF AUGUST l8, I914

Congress in its last session further amended the laws as to the regis-

try of foreign-built ships in the American trade. Section 1 of the act

approved August 18, 1914, entitled "An act to provide for the admis-

sion of foreign-built ships to American registry for the foreign trade,

and for other purposes," reads:

"The words 'not more than five years old at the time they apply

for registry' in section five of the Act entitled 'An act to provide for

the opening, maintenance, protection, and operation of the Panama
Canal and the sanitation and government of the Canal Zone/ are here-

by repealed."

Section 5. of the Panama Canal Act of August 24, 1912, as amend-
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ed by the act of August 18th, 1914, so far as it relates to the regis-

try of foreign built vessels now reads as follows

:

That section forty-one hundred and thirty-two of the Revised

Statutes is hereby amended to read as follows

:

"Sec. 4132. Vessels built within the United States and belonging

wholly to citizens thereof ; and vessels which may be captured in war

by citizens of the United States ; and seagoing vessels, whether steam

or sail, which have been certified by the Steamboat Inspection Service

as safe to carry dry and perishable cargo, wherever built, which are

to engage only in trade with foreign countries or with the Philippine

Islands and the islands of Guam and Tutuila, being wholly owned by

citizens of the United States or corporations organized and charter-

ed under the laws of the United States or of any State thereof, the

president and managing directors of which shall be citizens of the

United States, and no others, may be registered as directed in this

title. Foreign-built vessels registered pursuant to this act shall not

engage in the coastwise trade : Provided, That such vessels so admitted

under the provisions of this section may contract with the Postmaster

General, under the act of March third, eighteen hundred and ninety-

one, entitled 'An act to provide for ocean mail service between the

United States and foreign ports, and to promote commerce/ so long

as such vessels shall in all respects comply with the provisions and

requirements of said act."

Present Conditions

It is thus evident that any statutory restrictions to the development

of an effective American Merchant Marine have by these various acts

of Congress been largely removed. Foreign-built vessels owned by peo-

ple or firms of the United States may be freely registerd under the

American flag. The laws requiring that watch officers shall be Ameri-
can citizens and other laws which it had been claimed hindered the

development of our marine, have, as stated, been suspended.

In a letter to the Secretary of the High School Debating Union,

dated October 21, 1914, Mr. E. T. Chamberlain, the Commissioner of

Navigation, said that thus far seventy-six foreign-built ships had
been admitted to American registry under the Act of August 18, 1914.
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Ship Subsidies

Resolved, That the United States should adopt the policy of sub-

sidizing its merchant marine engaged in foreign trade.

Introduction

I. The question is important.

A. It concerns the economic and political conditions of the coun-

try.

B. The chief agency by which international trade is carried on

is the merchant marine.

C. All of the leading powers except the United States have com-
paratively strong merchant marines.

II. It is timely.

A. The internal development of the country has reached the

point where capital is seeking new fields for investment.

B. Industries are requiring new markets.

C. The great European war has caused the American people to

think of encouraging and enlarging their foreign commerce.

III. These conditions have naturally given rise to the question of

the advisability of subsidizing our merchant marine, with the

hope that the United States may develop the means of carrying

on an extensive international trade.

IV. A subsidy is a grant of money, or some form of bounty, given by

the government to assist in the establishment of an enterprise

deemed advantageous to the public.

AFFIRMATIVE

I. Today there is actual need for an effective American merchant

marine.

A. Foreign vessels now carry 91. i % of our international trade.

B. We have no direct lines with South America and our trade

with the Orient is suffering from the lack of an efficient

merchant marine.

C. The great European war has emphasized this vital necessity

for an effective merchant marine.

1. The merchant ships of foreign nations, now carrying all

except 8.9 % of our foreign commerce, owe first alle-
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giance to their own countries and must serve them in

times of war, to the detriment of our foreign commerce.

2. For instance, when England and Germany are at war

with one another, American goods in German vessels are

liable to seizure by the English ; and American goods in

English vessels are liable to seizure by the Germans

;

whereas, American goods in ships flying the American

flag are not liable to seizure by the vessels of either na-

tion.

D. An American marine will furnish protection in time of war

by supplying ships manned by American seamen, which can

act as transports, supply boats, and auxiliaries upon almost

an instant's notice.

II. A subsidy is the best way of building up our marine.

A. It will enable American ship-builders to compete successfully

with foreign builders.

B. It will equalize the higher cost of labor and material in the

United States, and will counterbalance the heavy subsidies

received by foreign marines.

C. It is democratic in that it will benefit all of the people of

the country; just as, for instance, the deepening of harbors,

or the irrigation of land in the West, benefits all the people

of the country.

D. Other plans for building up the merchant marine have failed.

1. The "Free Ship" law has not produced results. For the

year ending June 30, 1912, the percentage of our foreign

shipping carried in American vessels was 9.4. On August

24, 1912, the "Free Ship" section of the Panama Canal

Act was passed, allowing foreign-built ships not over

five years old to register under the American flag. For

the year ending June 30, 1913, after this act had been in

force for nearly a year, the percentage of our foreign

commerce carried in American vessels was only 8.9. The
decrease for the year was .5 %.

2. On August 18, 1914, this free ship act was amended by

Congress so as to permit ships more than five years old

to register, and also other seeming restrictions in the

navigation laws were removed. From the passage of

this act until October 21, 1914, only seventy six foreign-

built ships had availed themselves of the privilege of

registering under the American flag.

III. The history of shipping subsidies shows that such bounties are

practical.

A. Subsidies were tried in the United States and were a success.

1. Subsidies were granted during different periods through
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the years 1845-1875. Through these years American ships

carried a much greater per cent of our foreign commerce
than they carry today. The percentage in 1850 was 72.5,

and in 1870 it was 35.6.

B. England has used subsidies with marked success.

1. The practice of granting subsidies started with England

as early as 1651, and has continued to the present time.

2. England's subsidizing policy has gained for her the lar-

gest merchant marine in the world, and has secured for

her markets in every country in the world.

3. England carries 92 per cent of her own goods and 65

per cent of ours. We carry none of England's goods and

but 8.9 per cent of our own. England realizes annually

$200,000,000 for carrying our goods. We realize noth-

ing from carrying England's goods. Instead we pay out

annually $300,000,000 in ocean freight.

C. Results achieved by France, Germany, and Japan have been

equally as noteworthy.

1. In each country the amount of tonnage has been greatly

increased.

2. Many new steamship lines have been established.

3. Foreign trade has greatly increased.

IV. Ship subsidies are in harmony with our general policy of pro-

tection.

A. Today we are subsidizing everything except shipping.

B. We are subsidizing manufactures and agriculture.

1. North Carolina cotton mills are protected in the domes-

tic market by a tariff wall.

2. Congress recently subsidized agriculture further by en-

acting into law the Smith-Lever bill. This bill provides

for the payment of money from the Treasury to the ag-

ricultural colleges of the country, for agricultural ex-

tension work.

C. We subsidize authors and inventors by means of copyright

laws and patent laws.

NEGATIVE

I. There is no urgent need for a large American merchant marine

at the present time.

A. Foreign countries can carry our goods for us more cheaply

than we ourselves can.

B. An efficient foreign banking system and consular service are

needed today more than ships.

C. Today there is no lack of ships in which to transport Ameri-

can goods; but there is a lack of cargoes.
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I. In the South American trade, for instance, the difficulty

has not been the lack of ships, but the lack of initiative

on the part of American manufacturers to go after the

trade and furnish it with the kinds of goods desired.

D. A merchant marine is not needed as an auxiliary to the navy.

I, Colliers, transports, and extra ships may be bought cheap-

er from other countries.

II. In any event a subsidy policy as a means for building up our

merchant marine would be unwise.

A. It is not needed to equalize conditions here and abroad.

i. The higher cost of labor in America is offset by greater

skill of workmen.
B. It is undemocratic in that it is a tax on the many for the

benefit of the few. It is a species of class legislation and

special privilege. There could be no benefit to a subsidy po-

licy that would sift down to the average man.

C. It would make it necessary to spend vast sums of money
and would give no benefits.

1. A policy, if entered into, would have to be tried for at

least a period of years, thus entailing large expenditures.

2. Foreign ships now transport goods as cheaply as could

American ships with a subsidy. The only persons benefit-

ing from a subsidy policy would be a few ship-owners,

not the American people.

D. At best, a subsidy policy would be ineffective, in that from
the nature of American life capital and labor are not pre-

disposed to the sea, and cannot be made so.

I. Opportunities on land in America are greater than op-

portunities on the ocean, both as regards capital and as

regards labor. This is not true in the overcrowded coun-

tries of England, Japan, Norway, Italy, and Germany.

E. A subsidy policy would be ineffective in that Congress has

already amended our navigation laws so as to remove all

removable obstacles to the growth of the American marine,

i. Congress on August 24, 1912, provided for the admission

to American registry of foreign-built ships not over five

years old. On August 18, 1914, Congress amended this

act so as to admit to the registry ships more than five

years old, and also removed the bulk of the other re-

strictions which our navigation laws had placed on the

growth of our marine.

III. Experience with ship subsidies does not warrant the adoption of

such a policy.

A. The policy was tried in the United States and was a failure.

2
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i. The merchant marine declined steadily all the while that

the policy was in force.

B. The merchant marine of France has decreased since the

adoption of the subsidy policy.

C. England has found it necessary to give remuneration for

services actually rendered. Only a small per cent of Eng-
land's commerce is today carried in subsidized vessels. The
unsubsidized lines have been successful equally as well as

the subsidized lines.

IV. A ship subsidy policy, being a part of a protective system, would

be directly against the tendency of American thought today.

A. The people have declared themselves as against the exten-

sion of the protective tariff system, and in favor of its re-

duction.

i. The Underwood-Simmons Tariff Act embraced a reduc-

tion in our protective system.



References—Affirmative

AMERICAN SHIPS AND THE WAY TO GET THEM
(By Winthrop L,. Marvin, late Secretary of the Merchant Marine Commission,

in the Atlantic Monthly, Volume 104, October, 1909.)

The first federal government in 1789 had found the American mer-

chant marine almost as shrunken and dead as it is now—a mere

skeleton of 123,000 tons, capable of carrying only a fraction of our

ccmmerce, which was conveyed as now largely by British shipping. But

the statesmen of 1789, in their very first tariff act, "for the protection

and encouragement of manufactures," embodied stalwart protection

for American ships and sailors through the form of discriminating

tonnage and customs taxes, which compelled American merchants to

employ the ocean carriers of their own country—and the law required

that these ocean carriers should be built in the United States.

This bold protective measure, which Washington and Madison

joined in framing and enforcing, proved so successful that by 1800

our registered merchant fleet had expanded to a tonnage of 667,000,

carrying 89 per cent of our imports and exports, and by 1810 to a

tonnage of 981,000, carrying 91 per cent of our imports and exports.

These policies of ship protection, though modified here and there in

the years that followed, were not entirely withdrawn against Great

Britain, our chief competitor, until 1849, and by that time they were

reinforced by a generous system of mail subsidies which rapidly de-

veloped steamship-building and engine-building in the United States,

and gave to our ocean steam fleet a growth in quantity and quality far

superior to that of the United Kingdom. These early American mail

subsidies, by the way,—it is worth recalling now,—had been granted by

Democratic Congresses on the recommendation of Southern Demo-
cratic presidents. They created several American steam lines to Europe,

with which the feebler and slower British subsidized ships could not

compete, and other lines to the West Indies and in the Pacific Ocean.

The American merchant marine, as it stood at the height of its

strength, in 1855, when 583,000 tons of shipping were launched in the

United States, was the result of a system of national protection de-

liberately initiated in 1789 by the founders of the federal government.

Even through those periods when low-tariff or anti-protection theories

had prevailed in Congress and the country, the merchant marine was
sedulously fostered by discriminating duties, and later by subsidies

to mail lines, while all the time direct bounties were paid to the vessels

and men of the deep-sea fisheries, "the nursery of the navy." There
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was small protection then for pig iron and cotton cloth, but much pro-

tection from ships and, therefore, for shipbuilding. This maritime

interest up to 1855 was unquestionably the most progressive, efficient

and prosperous interest in America.

DECLINE OE THE MERCHANT MARINE

Those were the years of the Dreadnought and the Flying Cloud, and

of the still swifter steamers of our subsidized mail lines—the years

of which this British officer writes, when the Stars and Stripes were

streaming proudly at the peaks of the finest ships in the ports of every

ocean. A significant decline came in the years immediately before the

Civil War—our shipbuilding fell off from 583,000 tons in 1855 to

214,000 tons in i860. One cause of this shrinkage was that, as a direct

result of the fierce sectional jealousy and strife over the slavery issue

in Congress, the ocean-mail subsidies were withdrawn, in retaliation

on the part of the leaders of the South against the abolition ports of

the North, which built and owned most of these swift and powerful

vessels of such unmistakable value in the conflict now seen to be im-

pending.

Not all the pluck and resource of Vanderbilt and Collins, the ablest

ship managers of their time, could sustain the American steam lines,

unsubsidized, against the treasuries of Europe ; and all but a few of

the splendid Yankee steamships had vanished with the clipper ships

from the great trade routes of the North Atlantic when the first shots

of the war were fired at Sumter. The Civil War did not begin the

destruction of our ocean shipping, as is often but inexactly stated:

the destruction had begun before. American ships, without their mail

pay, though larger and faster ships, could not compete with the British

Cunard line and its subsidy of $900,000 a year. As one of the greatest

of American merchants of that period, A. A. Low, Esq., father of

Hon. Seth Low of New York City, said

:

"I only know the English have always, in peace and war, manifested

a determination to hold the supremacy of the ocean, and the supremacy

which they acquired by arms in war they have in peace acquired by

subsidy . . . They have driven us from the ocean by this policy

just as effectively as they ever did drive an enemy from the ocean by

their guns."

NECESSITY EOR SUBSIDY

Here in a nutshell is the problem of the American merchant marine.

We have established a protective system, and we have left out of that

system the industry of the ocean-ship-owner. We have thereby killed

that industry, exactly as we should have killed the manufacture of cot-

ton goods or woolen goods if we had left that industry alone out of the

protective system. The manufacturer could not buy his labor and ma-
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terials in a protected market, and yet sell his product under terms of

free-trade competition with all the world. The shipowner has not been

able to buy his labor and materials in a protected market—it is

only of recent years that materials have been free—and yet sell his

product, which in this case is the service of his ship, under terms

of free-trade competition with all the world; or, worse, under terms of

free-trade competition frequently aggravated by the bounties or sub-

sidies of other governments.

Let us take a specific case in point. A few years ago, a group of

Boston merchants, alert, courageous, enterprising men, thoroughly

versed in the shipping business, raised in Massachusetts a considerable

amount of capital and built two large and three smaller American

steel steamships especially designed for the economical carrying of

heavy cargoes—the two larger ships carried passengers besides. This

new Boston fleet, finding the North Atlantic crowded, was put on the

route from Puget Sound across the Pacific to Japan, China, and the

Philippines. The line was operated with the energy and thrift char-

acteristic of New England. It deveoped an important export trade

from our Northwest to the Orient. It did this without national aid,

and received from our government only ten or twelve thousand dollars

a year for carrying the United States mails.

But this American line ran in direct competition, from Puget Sound

to Asia, with a British line of three steamers, out of a Canadian port,

less adapted for economical operation but receiving a mail subsidy of

$300,000 a year, and with a Japanese line of three or four steamers

receiving a subsidy of $330,000. After three or four years of this

hopeless competition, the Boston managers of this steamship company

were compelled to abandon the service and pocket a heavy loss, trans-

ferring their three smaller steamers to the coastwise trade and selling

the two larger to the government.

These five Boston ships were all built in the United States, by

American workmen, out of American materials—they could have

been built out of foreign materials imported free of duty, but

in that case they would not have been eligible for the coastwise

trade. Now suppose that under a "free-ship" policy the five ships had

been built or bought in England. They would have cost somewhat less

money,—perhaps twenty-five to thirty-five per cent less,—simply be-

cause English mechanics will work for one-half of the wages of Ameri-

cans. But would that have equalized conditions and enabled the British-

built American ships, earning practically no subsidy, to compete with

British ships subsidized for $300,000 a year, or Japanese ships sub-

sidized for $330,000?

Nor is this experience in any way exceptional. On all of the im-

portant routes of the world's commerce, the dominating factors in

transportation at the present time are the great national mail-subsidized
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lines of foreign governments. The year before this Boston-owned
Puget Sound line was abandoned, another American line, the Oceanic,

was driven off the route from San Francisco to Australia. Though
this American Oceanic line performed the fastest and most exacting

service in the Pacific Ocean, it was paid at the rate of about one-half of

that given to the French or German companies running out from
Europe to Australia; much less than that of the British lines, and less

than that of the Japanese. These Oceanic steamers were among our

few naval-reserve ships; and, as naval auxiliaries under our law,

were manned by American seamen at $40 a month, while the European
and Japanese ships in the Australian trade were manned chiefly by
Asiatics at $8.

A FREE-SHIP POUCY ALTOGETHER INSUFFICIENT

It is simply paltering with a great and vital national question to

plead that a "free-ship" policy—that is, the purchase of ships abroad by
American ship owners is sufficient to meet the conditions with which

they are confronted in the Pacific and Atlantic oceans. The British officer

who urges this "free-ship" plan as all-sufficient declares, in all sincerity,

that it is "pure nonsense" to say that British steamship companies re-

ceive "national aid in the way of grants and subsidies." Fortunately, this

is a matter of official record, and our British officer need only to turn to

the postal and admiralty reports of Great Britain, and the postal reports

of her colonies, to discover that, instead of "one or two of the big

mail companies," as he says, there are thirty or more great lines of

British steamers, to all parts of the world, receiving from $8,000,000 to

$9,000,000 in subsidies in the present year. Since 1840 the British ex-

penditures upon subsidies exclusively to British ships has been very

nearly $300,000,000. It is the custom to proclaim that none of this pro-

tection has been given to slow "tramp" ships, and, directly, this is true;

but indirectly the enormous mail-subsidy grants of the British govern-

ment have quickened and developed the entire mercantile marine of

the United Kingdom. For these subsidies in the beginning opened

up new trade routes and created commerce in which the slower cargo

craft inevitably shared. And in the early days of steamship-building

the mail subsidies served as bounties and gratuities for the development

of new shipyards and engine works in which liners were built at first

and cargo carrying vessels were afterwards constructed.

There are two great conspicuous British steam lines entering the

ports of Boston and New York—the Cunard and White Star companies.

Both of these have been mail-subsidized by the British government

for many years—the Cunard line from its earliest beginnings. It is

this latter company which has afforded the most illuminating recent

example of the generosity and courage with which Great Britain

fosters her mercantile marine. For the British government, with
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the express sanction of Parliament, has actually loaned to the Cunard

line out of the British Treasury a sum approximating $13,000,000, to

pay for the construction of the Mauretania and Lusitania, and has also

provided a subsidy of $1,100,000 a year for twenty years, sufficient to

repay the loan with interest ! In other words, the Cunard line is fitted

out with great new ships at the direct cost of the British taxpayers

—

a subsidy proposal which nobody has ever yet had the hardihood to

suggest to the protectionist government of the United States.

Germany in the beginning tried the "free-ship" expedient alone, hav-

ing no shipyards in which either merchant craft or men-of-war of

large size could be constructed. The experiment was a complete and

acknowledged failure, the German mercantile tonnage increasing only

from 1,098,000 in 1873 to 1,243,000 in 1881. Then Bismarck appealed to

the Reichstag for a positive and liberal policy of state aid through mail

subsidies, preferential railroad rates, and other potent forms of imperial

encouragement. Now the real growth of the German merchant marine

began, and the tonnage of the Empire rose to 2,650,000 in 1900, and to

4,232,000 in 1908. The subsidies to the imperial mail lines were given

on the express, significant condition that the ships receiving them

should be built in German shipyards, by German workmen, as far as

possible of German materials. Under this direct and vigorous pro-

tectionism, Germany, which thirty years ago was forced to buy even

her battleships in England has now developed several of the greatest

shipyards in the world. For a long time the North German Lloyd

has purchased no important ship abroad, and it was recently announced

that hereafter the Hamburg-American line would depend entirely

upon native construction.

The experience of France was similar. After a long and patient

trial of "free-ships," the French people found themselves in 1881 with

actually a feebler ocean fleet (914,000 tons) than they had possessed in

1870 (1,072,000 tons), while French shipbuilding was so nearly dead
that it was a serious question whether French battleships would not

have to be procured from England. In sheer desperation at the utter

failure of the "free-ships" experiment, the French government re-

sorted to subsidy and bounty on an extensive scale. The British officer

writing in the Atlantic Monthly states that "Statistics declare a de-

crease" in French tonnage under this policy. He is very seriously mis-

informed. The records of the Bureau Veritas show that the French
mercantile marine, which was 914,000 tons in 1881, has actually doubled
to 1,952,000 tons in 1908—the later increase consisting chiefly of steam-
ships of high character. This gain is all the more notable because
it places France almost on an equality with the 1,977,000 tons of the

merchant marine of Norway, to which France twenty years ago seemed
hopelessly inferior. The Norweigan government, grasping the signifi-

cance of this, has lately begun to offer subsidies of its own to create
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steamship lines to the West Indies and South America, while a very

much more ambitious project has just been broached for a direct Nor-
wegian line to the United States.

Sweden lends public money to her shipowners to establish lines,

after the British Cunard example. Austria grants bounties to native

shipyards, and subsidies to ocean steamship services. Even Russia,

taught by the results of the late war, is offering national aid to arouse

the maritime enterprise of her people. Italy has a subsidy and bounty

system similar to that of France, and the strong new steam lines

which Italian capital has recently established across the North and South

Atlantic are due directly to this powerful national protection and

encouragement.

But perhaps the most striking recent example of the success of

state aid in the creation of an ocean shipping is the experience of

Japan. There, too, the first reliance was placed on a "free-ship"

policy, and there, as elsewhere, while depended on alone, this ignom-

iniously failed. In the war with China in 1894, Japan found herself

with only about 200,000 tons of ocean vessels, and with almost no

facilities for repairing, not to say building, them. The Japanese states-

men thereupon launched out upon the most generous and comprehen-

sive system of subsidy and bounty, encouraging both "tramp" ships and

regular lines, and developing native shipyards by the expedient of

granting a bonus for every ton of ocean shipping constructed. In ten

years the Japanese merchant marine had grown from the 200,000 tons

of 1894 to 830,000 tons. The total for 1908 is 1,243,000 tons, and the

Japanese payments for subsidy and bounty, exclusively to Japanese

ships, are not far from $6,000,000 a year.

China and the United States are the ony two important governments

which have held aloof from the modern policy of direct and liberal

national aid to the merchant marine. Subsidy to shipping in some

form or degree—in the form of payments either to regular mail lines

or to all ocean ships—is now as fixed a practice as is the use of the

gold standard among progressive nations.

THE REAL VALUE OF A MERCHANT MARINE

(By Senator Jacob H. Gallinger, of New Hampshire, in the Independent,

Volume 70, March 2, 1911.)

Not one American steamship, for example, is now running on any

of the long routes to South America. For all mail, passenger, and

fast freight facilities on these routes the American people are de-

pendent on the ships grudgingly provided by their European com-

petitors, and we can only break up this arrogant monopoly through the

power of an independent American competition in new, high class
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steamships. The proposed measure would insure them ships built for

the auxiliary naval service, under rigid contract with the Government,

by which they will be sadly needed in case of war; ships of from six-

teen to twenty knots, where none of the foreign ships now running

from this country to South America are more than fourteen knots

;

and most of the ships of the "European combine" are only ten or

twelve knot craft, or ordinary freighters. These new steamships

would have to be built on plans approved by the Navy Department,

capable of carrying batteries, officered and manned largely by Ameri-

can citizens.

If in time of peace we should prepare for war, there is no greater

need than auxiliary ships which can be called upon by the Government

to supplement an otherwise helpless navy; but to those who do not

look for war or appreciate the need of a colossal navy, whether helpless

or otherwise, there is still greater need of such ships as a plain com-

mercial proposition.

These new lines to South America would run to what should be

to the United States some of the most profitable markets in the world.

The progressive South American republics are all of them large con-

sumers of the products of the north temperate zone, but under present

conditions they draw most of their imports from Europe. The chief

Europeans nations have had the wisdom to provide adequate means of

mail, passenger and freight communication. Great Britain, France,

Germany, Italy, Spain, even Portugal and Sweden, have national

steamship lines to South America, all aided or encouraged in some way
by their governments. It is easy for South American merchants to

send their orders and receive their goods from Europe. It is very

difficult, indeed impossible, for them to communicate in any quick and

satisfactory way with the United States.

Argentina, with but 6,000,000 people, imports merchandise valued

at $302,765,895, annually; Uruguay, with only 1,112,000 inhabitants,

imports $38,643,035; Brazil imports $179,690,125 worth. Of this, last

year, they bought but 14 per cent from the United States. Other and

nearer Latin-American countries—the West Indies and Mexico—with

which we have good, swift, regular communication by American

steamship lines, running under the law of 1891, bought, last year, sub-

stantially 50 per cent, of their imports from the United States. There

cannot be the slightest question that an adequate American steamship

service would soon lift the United States into a similar commanding
position in the markets further south. From the other side of South

America the story is the same. Chile and Peru, out of total imports

aggregating about $125,000,000, bought only 9 per cent from the United

States, because not one American steamship runs or has run, for many
years, in regular service between our ports and the ports of Chile and
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Peru. For all communication with these great purchasers we are, to-

day, absolutely dependent on foreign shipping.

THE UNITED STATES AEONE NEGEECTS OCEAN SHIPPING

Alone of all the nations of the earth ambitious for mercantile ex-

pansion, the United States neglects its ocean shipping. Our coast

fleets and our lake fleets, protected by ancient Federal statutes, abso-

lutely excluding foreign vessels from domestic traffic, are the most

efficient, prosperous and progressive in the world, as they are also

incomparably the greatest in their aggregate tonnage. These domestic

fleets are superb proof of American genius for the industry of water-

borne transportation; but the decline of our ocean tonnage is a mel-

ancholy story. And sad as is the long decay of our deep-sea shipping

—

once the proudest in the world—the gradual disappearance of our

shipyards, the bankruptcy of our ship merchants, the loss of our skilled

mechanics and seamen, this, after all, though a calamity and a great

one, is far less serious for the present and portentous for the future

than the cramping and withering effect of our lack of American ships

on the export trade of the United States.

What department store in any American city, engaged in a sharp

contest for business, would dream of intrusting to a rival store the

delivery of its goods to its customers? Is it not the prime instinct of

every successful merchant, a fundamental principle of keen com-

petitive business, to maintain an active and comprehensive delivery of

his own? Would any merchant conducting such a business sell or lay

up his own wages, even if his competitor offered to do the work
cheaper than he could do it? It would be a poor judge of human nature

who would consent to such a proposition. His fellow merchants in

the bankruptcy proceedings which would certainly ensue would have

grave question of his sanity. Yet that stupid merchant who would

turn his delivery business over to a dangerous rival rather than be

bothered with it himself has one conspicuous examplar in the person

of the United States. There are two other commercial nations of

inferior rank which have won an unenviable reputation for the neglect

of their delivery service—of their merchant marine. One of them is

China and the other is Russia. The fact speaks for itself with suffi-

cient eloquence.

SUBSIDIES PRODUCE RESUETS

In 1840, and for years before, the entire trans-Atlantic packet ser-

vice was conducted in American ships by American merchants. British

competition, often attempted, had always proved impossible. Then

the first regular line of British trans-Atlantic steamships—now the

celebrated Cunard Line—was established, with an annual subsidy of

several hundred thousand dollars. It began to drive our packets off
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the ocean. The United States, under the initiative of President Polk

and by a vote of Democratic Congress, met the attack by the offer

of a generous mail subsidy. The new American steamships which

resulted were larger and faster than the Cunard ships and soon possess-

ed themselves of the lion's share of the trans-Atlantic commerce. It

was maritime protectionism carried to the extreme, but on the ocean the

British government never wavered. Mr. Cobden and Mr. Gladstone

and the other statesmen who were proclaiming, on land, the transcend-

ent virtues of free trade, nevertheless continued to vote lavish subsidies

for the sea, but for which their ships would straightway have been

driven off the passage. But the unhappy feud between the North and

South in Congress led to the canceling of the American mail con-

tracts. The American companies were killed by this act, and for

thirty years, from 1861, .the British flag held undisputed mastery of

the North Atlantic. Indeed, the British became so well satisfied with

the experiment and so fully appreciated the commercial maxim that

trade follows the flag, that a generous subsidy was granted for the

creation of a British steamship line along the west coast of South

America that touched at no British port whatever. It is still in

existence as the Pacific Steam Navagation Company, and is probably

the most potent factor in the supremacy which Great Britain holds

today in Chile and the neighboring countries of South America.

It is one of the ironies of fate that the actual founding of this

powerful British steam line was the work of an American, a New
England merchant, consul at Guayaquil, who first sought in vain to

interest his own Government in a project for an American steamship

service on the west coast of South America. Only after being rebuffed

at Washington and denied all help and encouragement, he applied to

England. And so effective has been this British maritime protec-

tionism that in the ports not only of Chile, but of Bolivia, Peru,

Argentina and Brazil, the Stars and Stripes, flying over an American

merchant steamer, are now never seen ; while British commerce far

surpasses ours in every one of these Eatin-American Republics.

Until a quarter of a century ago the German sea power was ab-

solutely insignificant. In France, as in Germany, "free ships," tested

alone without national aid and encouragement, had utterly failed.

Dismayed at the result, France turned to subsidies and bounties.

Bismarck argued with the Germans that they could never hope to

obtain a fair share of the world's commerce so long as they depended

on the ships of their foreign rivals for the means of delivering their

own merchandise to neutral customers. He won from the Reichstag

a law granting a small mail subvention for a German steamship ser-

vice to China, Japan and Australia. Two years after the service start-

ed the exports of merchandise by these ships amounted to but 27,-

369 tons, but eight years later the amount had increased to 89,148
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tons. A mail subvention of 4,400,000 marks a year had brought an

increased export trade to the German Empire of more than 50,000,000

marks ; and this was only the beginning of the great expansion of

German commerce in the markets of the Orient.

This swift and great expansion of German trade, under the im-

pulse of generous mail subventions to German steamships, offers a

significant contrast to our own standstill commerce in those South

American countries where all the ocean-going ships fly European
flags and are controlled by European interests. Not until Germany be-

gan to build and own her ships did she begin to be considered a

serious factor in the commerce of the world. Her wonderful mari-

time expansion made her mercantile expansion possible. The clear

vision of the great Bismarck first recognized that his country must have

ships in order to have commerce ; that to have ships meant increased

prosperity not only for seaport towns, but for every manufacturing

village or agricultural district producing anything that could be sold

abroad.

After a similar illuminating experience, in 1881 the French Govern-

ment offered an elaborate system of bounties for ship building and

of subsidies for navigation, creating thereby the entire ocean-going

merchant fleet of France. In 1890, France had five lines to Argen-

tina and to Brazil. The United States has not one. France had three

lines to New York, three to Senegal, two to the west coast of Africa,

and a line to Cochin China, Chile, Madagascar, New Orleans, the

West Indies, Mexico and the Isthmus of Panama.

It is manifest that this niggardly policy on the part of the United

States not only discourages American ship owning and ship building,

but—what is far more important—hampers the efforts of American

manufacturers, farmers and merchants, to gain their rightful share

of the world's commerce. These great ocean mail lines of the

Powers of Europe all run direct from their own ports to the ports

of foreign countries. These Powers spend no subsidies on lines

running from the United States to other nations. The European ships

which carry on the American trade with South America, Africa and

the Orient are, as a rule, poor, slow, inefficient, uneconomical, craft

—

the cast off "tramps" of European services. They are owned and

managed by foreign companies, whose first concern is the welfare of

their own nation and the profit of their main lines of communication.

European ship owners are frankly working to keep their own coun-

try's trade as great and the trade of the United States as small as

possible. To leave to men like these the ocean transportation service

of America is, to quote Thomas Jefferson, a "strange speculation."

reasons For a merchant marine

The need of a large, active, and prosperous merchant fleet is

primarily to increase our commerce, next to promote national defense
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in time of war, and last of all to encourage ship building and navi-

gation. To deny adequate consideration to the merchant marine is

to cheat the Western and Southern farmer of his surest hope of an

increased market for the products of his industry. It is to cheat the

merchants and manufacturers of an indespensable ally in their fight

for trade with the powerful European competitors. Of all the great

commercial nations of the earth the United States alone leaves its

merchants, manufacturers, and farmers at the edge of the ocean to

get their goods over seas as best they may—by some accident of

trade or grace of the foreign rivals. We lag in the world's markets.

We fall behind even in the Philippines, our own possessions ; we see

Germany striding ahead of us in the Orient, and all Europe grasping

South America by commercial bonds stronger than the Monroe
Doctrine. The fault is our own. In our hands lies the remedy.

II^OGICAI, OPPOSITION

The great opposition to a policy of national encouragement to a

merchant marine has come from the Middle West, and one of the

most frequent and apparently plausible objections has been ex-

pressed in the question
—

"If foreigners will do this work for us more
cheaply than we can do it for ourselves, why not let them ?" This is

nothing but the fundamental free trade argument in the most ex-

treme form in which it is possible to state it. Many years ago this

very same plausible argument was most familiar in another field.

How many times men heard—"If England and France and other

nations can make our cotton and woolen fabrics, our tools and our

'iron more cheaply than we can, why not let them do it—why not

let Europe be the workshop and America the farm?" Europe en-

thusiastically favored this idea, just as foreign interests now unite

against the encouragement of an American merchant marine. But
if the argument is really sound then the entire protective system of

the United States is rooted in delusion, and ought to be abandoned.

To admit that this argument is sound is to admit the whole free trade

contention.

This argument against Government encouragement for American
shipping has been adroitly used and has taken deep effect among a

large class of citizens. To say
—

"If foreigners can do our ocean

carrying more cheaply than we can, why not let them do it?" sounds

very persuasive to the farmer of Massachusetts or Minnesota, who
has not looked farther than his local market and who cannot see

why he should contribute through the national treasury, to encourage

American ships upon the high seas. But when this same argument is

pointedly put in another form to the Massachusetts farmer—"If

Canada can supply butter and eggs and hay and potatoes more cheaply

than you can, why not tear down the tariff wall and let her do so?"
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Or to the Minnesota farmer—"If Manitoba can raise wheat for the

American market more cheaply than you can why not repeal the protec-

tive duty and let her raise our wheat while you sell out and go and
work for somebody else?" We have found that the farmer fully ap-

preciates it and rises in indignation. The farmers expect and de-

mand encouragement for their industry, through the Department of

Agriculture, through irrigation and in many other ways. If pro-

tection is wise and right for the one it is wise and right for the

other. More so, thought Mr. Cobden and Mr. Gladstone who while

preaching free trade in England, inaugurated the system of mail

subsidy for the ocean to save Great Britain's foreign commerce.

ACTION MUST B£ TAKEN

A century of economic experience proves beyond dispute that the

Government must help its own people to begin—that in not one in-

dustry exposed to international competition and controlled at first

by foreigners has America been able to make any headway whatsoever

without some national assistance and encouragement. But in many
of these industries it is now indisputable that after a reasonable time

our own people have managed to do the work as cheaply or more
cheaply than the foreigners. In such instances the money previously

sent abroad for the product of an industry is now retained in the

United States. It is estimated that the annual cost to America of

transportation over seas is about $200,000,000. Nine-tenths of this goes

to the ships of foreign nations. Now if even a fraction of this im-

mense yearly expenditure could be transferred to our own merchant

marine, what an incalculable benefit it would prove, directly and in-

directly, to every State in the Union.

When foreign steamship managers urge so plausibly that if they

can carry our produce more cheaply than we can they should be allow-

ed to do it, they know very well that so long as America has no

ocean ships of her own her coast as well as her commerce are exposed

to foreign aggression. Two of them who have exploited this plea

most persistently took some of the best and fastest steamers out of

the New York service and sold them to Spain as commerce destroyers

during her war with the United States. With their cheap wages and

subsidies they may be eager to convey our commerce in time of

peace, but they will not fight our battles or defend our coasts in time

of war.

The United States has reached the parting of the ways on this im-

portant question. Shall we move on or shall we rest content with our

present halfway commercial growth and depend for such scant increase

as we may get on the grace of the shipowners of other and rival

nations? Shall we leave to our competitors in Europe and to ambi-

tious and aggressive Japan the mastery of those neutral markets from
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which in a few years we shall be as surely and finally excluded as if a

wall were built against our trade around the coasts of South America,

Asia, Africa, and Australia? I do not believe that is the temper of the

American people. I know that it is not the temper of the people of

New England, or of New York, or of Pennsylvania, or of Virginia, or

the Carolinas, or of the great States fronting on the Gulf of Mexico,

or the commonwealths of the Pacific Ocean. And if the people only

once understand the question it could not be the temper of the States

of the Mississippi Valley and the Middle West, whose fields and fac-

tories produce a very large proportion of our entire exports and who
must very soon find an increased market for the maintenance of their

prosperity. To them more than to any one else in America is the real

value of a merchant marine.

MEANING AND NECESSITY OF SHIP SUBSIDY

(By Wm. P. Frye, U. S. Senator from Maine, in the Independent, Volume 60,

pages 1459-63, June 21, 1906.)

As an American I confess that it is most humiliating to me to travel

around the world, and never see an American flag except on the homes
of American consuls and diplomatic officers—No American flag in any

port abroad. Our country is one of the wealthiest countries on earth.

It is a great maritime country, with an enormous coast line, over ten

thousand miles in extent, with great harbors and great rivers, with a

commerce which last year amounted to over $2,600,000,000, with iron

and coal enough to supply the whole world, forests without limit, and

skilled labor sufficient to produce anything, yet this great nation has

permitted its commercial rivals to seize upon all the great pass-ways

of the ocean, almost entirely excluding us from them. This is what

to me as an American citizen is humiliating beyond expression.

Last year, for example, not an American vessel entered or cleared

in the foreign trade in Austria-Hungary, Denmark, Italy, Netherlands,

Russia, Spain, Norway, Sweden, Portugal, Greece, Scotland, or Ire-

land
;
only one in France, two in Germany, fifty-seven in England

—

forty-seven being credited to the American line which was started a

few years ago under the unfortunately amended efforts which Con-
gress made toward ship subsidy. The other ten steamers were also

built in expectation of the shipping bill of 1901. For the entire con-

tinent of Europe there were eighty-eight American entries out of a

total of four thousand, one hundred and fifty four; ninety American
clearances out of a total of four thousand, four hundred and ninety—
forty-seven being those of the one American line. A few years ago
our consul at Bergen, the principal port of Norway, imposed certain

fees and taxes upon a little vessel, the "Hamilton Fish," which entered
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the port. His attention was afterwards called to the fact that

these fines had been repealed by Congress several years before. In

his letter refunding the charges the consul wrote : "The fact that I

have been consul here for fifteen years and that this is the only Ameri-
can vessel I have seen may be some excuse for my ignorance of the

law."

It seems to me that this picture ought to humiliate and mortify

every patriotic citizen of the United States who glories in the power
and prosperity of his country. But it is more than humiliating. It is

absolutely dangerous to be so utterly dependent upon the other nations

of the world. In times of peace it is bad enough to be helpless in the

hands of foreign carriers at the mercy of their pleasure and their

rates, but suppose there is a European war
;
suppose Great Britain and

Germany come to conflict of arms and demand all of the transports

over which they have control, gathering them in from these lines that

are now crossing and recrossing the Atlantic and the Pacific, who is

going to carry our billion, four hundred and eighty million dollars of

export? Who is going to pay the increased rates and increased war
premiums or insurance of goods carried in these ships if at all? In

my opinion, the farmers, the manufacturers, the wage earners of the

United States would have to pay a penalty, nearly, if not quite, equal

to that paid by either of the contending parties, wiping out the financial

benefits to be derived through produce exported at war prices. I fail

to see how anyone can be blind to our dangers in this regard. It is no

less, if the war should be our own. Our brief decisive war with

Spain compelled us to hunt the seas over for transports and colliers,

to purchase or charter forty ships from foreign nations. If the war
had lasted a year or had been with a more powerful nation, and neu-

trality had been enforced as it should be, we should have been in most

serious straits. As it was our producers paid heavy penalties in in-

creased rates.

Even from a purely commercial point of view and in peaceful times

can anything be less helpful to us than the employment of agencies

whose interests are entirely antagonistic to our own ? Can we expect

foreign carriers to be ambitious in extending our foreign trade?

THE ONE CAUSE—AMERICAN WAGES

It seems to me that every loyal and patriotic American must parti-

cipate with me in this humiliation and anxiety, must feel with me
that something ought to be done, must ask in all seriousness, what

is the cause of this condition of things? There is only one cause

—

American wages. That is all there is to it. American wages increase

the cost of our ships for the foreign trade at least twenty-five per

cent. In the raw material we can very likely produce the ships as

cheaply as they can be produced anywhere in the world ; but the raw
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materials are but half the cost of the ships. The construction is the

other half. In that construction we pay the men who do the work
twice the wages that are paid on the Clyde today ; more than twice

the wages paid in any German shipyard, and a good deal more than

are paid in Norway. Our vessels today cost at least twenty-five per

cent more than exact counterparts built in any other country in the

world.

And after all the building of the ship is but a small handicap.

It is the operating of the ship afterwards which excludes us from

the ocean. To make this plain, I will give a few items from a careful

comparison of three practically sister ships, which I had prepared for

the Senate a short time ago. At the time the figures were absolutely

correct, and I do not imagine they have materially changed. The com-

parison illustrates what exists all over the ocean. On the three ships—

-

The St. Louis of our own line, the Oceanic, and Kaiser Wilhelm der

Grosse leaving out the pay of the masters which is arbitrary, the

monthly wages on the first amount to $11,305, on the second to $9,800,

and on the third to $7,715. But the Ocanic is larger and faster than the

St. Louis carrying forty-seven more men, and the Kaiser is larger still

carrying one hundred and twenty more -men.

If they are both reduced to the speed and number of men of the

St. Louis it will be found that the German ship is running at a

monthly cost for food and wages at a cost of one-half that of the

St. Louis and the British ship at one third less. I carried the compari-

son much farther between the ships running to South American ports

and on the Pacific, with as great or greater divergence.

OTHER NATIONS SUBSIDIZE

Beyond this there is another point to be reckoned in considering

the question. Of all the steamships in the world of fourteen knots and

upward 80 per cent are subsidized by the countries whose flags they car-

ry. Great Britain is reasonably wise in matters of this kind, and in va-

rious aids paid, in 1901, over six million dollars. France paid over seven

millions. Germany only beginning to reach out into the world's com-
merce, paid more than two millions, and established two new lines to

the East which she heavily subsidized. Spain paid to one single line

a million six hundred thousand. Japan, four years ago, was paying

four and a half millions. The United States, with the largest coast

line, the largest production, the most necessity for foreign markets

and the worst handicapped service, by dint of long pressure, paid nine

hundred and ninety-eight thousand dollars.

These nations have paid the postal subsidies to establish mail lines

from their great commercial ports to the commercial ports of the

world for purposes of trade and for nothing else. The mail must pre-

cede trade, and they have paid over twenty-five million dollars a year

3
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for the one single purpose of putting themselves in a position to dis-

pose of their surplus products in the markets of the world. There is

not a nation of the world that needs markets for surplus products

more than the United States of America. Is there anyone so foolish as

to dream that in endeavoring to find these markets it is profitable

for us to seek them through our enemies in trade? Who doubts that

an American ship, commanded by intelligent, active, earnest, interested

American officers, is a better instrument for the distribution of our

products abroad and for the finding of new markets than a foreign

ship, officered by foreigners, who are and will be dangerous rivals

in these very lines.

OUR ONE; WAY TO RECOVER—A SUBSIDY POLICY

There is one way—and I know of only one—by which we can

recover what we have lost and retain our proper position upon the

seas. The Treasury of the United States must at least equalize the dif-

ference between conditions. And why should it not equalize these

conditions when the Government protects every other industry in the

entire country for purposes of trade? Why should it neglect utterly

and entirely and leave to the mercy of foreigners that interest which,

from a national point of view, is of much more value to the Republic

than many others. The policy of protection is endorsed by the country,

and it seems to me that it has been beneficient. Industrially, we really

have no peer today. Nearly every industry has been protected to en-

able it against existing handicaps to compete with the world and is

flourishing. The one which from a national point of view is the most
important of all has been for fifty years utterly neglected, compelled

to compete without protection, against protected rivals, which un-

protected would still have a very great advantage. The natural result

has followed. In 1901, we carried only six per cent, of our exports

under our own flag. The report of the New York Produce Exchange

a few years ago stated that of 55,764,000 bushels of grain shipped that

year from New York to foreign ports not a bushel went on an Ameri-

can vessel.

But I believe that the highest duty of the United States to-day is to

provide protection which shall encourage American vessels to compete

in ocean commerce. I do not consider that mail subsidies alone are so

essential. The aid should extend to all ships, sail or steam, registered

and engaged in the foreign carrying trade. It is the purest kind of de-

mocracy. A postal subsidy is aristocracy. It means monopoly. It is

paid to but one great line, running between two ports, practically ex-

cluding other lines from running between these ports. We should

seek to encourage the building of ships by any man who has money
enough to build them and the establishment of lines by any corporation

that desires to run between any ports they choose. This can never be
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accomplished while the facts remain as they are today when an Ameri-

can vessel plying between New York and Brazil, charging $7.50 a ton,

and a Spanish vessel between the same ports, charging $5 a ton, make
precisely the same profit. It will never accomplish itself while con-

ditions remain as in the last thirty years, when our shipyards have been

building possibly one merchant ship for foreign carrying trade a year.

It will never be accomplished till we do what other nations are freely

doing for a better conditioned merchant marine and what this nation

does with lavish hand for almost every other industry, infusing life by

the benefaction of the Government; for every appropriation from the

revenues of the Government, except for running expenses, is in the

form of what is underlying a subsidy. It gives new life to what would

not exist but for the force which the Government infuses by its pay-

ments out of the treasury. We do not make an appropriation of the

kind that is not a subsidy.

AMERICAN MERCHANT MARINE
(Message from the President of the United States, January 23, 1907.)

I call your attention to the great desirability of enacting legislation

to help American shipping and American trade by encouraging the

building and running of lines of large and swift steamers to South

America and the Orient.

The urgent need of our country's making an effort to do something

like its share of its own carrying trade on the ocean has been called

to our attention in striking fashion by the experiences of Secretary

Root on his recent South American tour. The result of these experiences

he has set forth in his address before the Trans-Mississippi Commer-
cial Congress, at Kansas City, Mo., on November 20th last, an address

so important that it deserves the careful study of all public men.

The facts set forth by Mr. Root are striking, and they can not

but arrest the attention of our people. The great continent to the

south of us, which should be knit to us by the closest commercial ties,

is hardly in direct commercial communication with us at all, its com-
mercial relations being almost exclusively with Europe. Between all

the principal South American ports and Europe lines of swift and
commodious steamers, subsidized by their home governments, ply regu-

larly. There is no such line of steamers between these ports and the

United States.

In consequence, our shipping in South American ports is almost a

negligible quantity; for instance, in the year ending June 30, 1905,

there entered the port of Rio de Janerio over 3,000 steamers and sail-

ing vessels from Europe, but from the United States no steamers and

only seven sailing vessels, two of which were in distress. One prime rea-
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son for this state of things is the fact that those who now do business

on the sea do business in a world not of natural competition, but of

subsidized competition. State aid to steamship lines is as much a part

of the commercial system of to-day as State employment of consuls

to promote business. Our commercial competitors in Europe pay in the

aggregate some twenty-five millions a year to their steamship lines

—

Great Britain paying nearly seven millions. Japan pays between three

and four millions. By the proposed legislation the United States will

still pay relatively less than any one of our competitors pays. Three

years ago the Trans-Mississippi Congress formally set forth as axio-

matic the statement that every ship is a missionary of trade, that

steamship lines work for their terminal points, and that it is as ab-

surd for the United States to depend upon foreign ships to distribute

its products as it would be for a department store to depend upon

wagons of a competing house to deliver its goods. This statement

is the literal truth.

Moreover, it must be remembered that American ships do not have

to contend merely against the subsidization of their foreign competi-

tors. The higher wages and the greater cost of maintenance of Ameri-

can officers and crews make it almost impossible for our people who
do business on the ocean to compete on equal terms with foreign ships

unless they are protected somewhat as their fellow-countrymen who do

business on land are protected. We can not as a country afford to

have the wages and the manner of life of our seamen cut down; and

the only alternative, if we are to have seamen at all, is to offset the

expense by giving some advantage to the ship itself.

I have laid stress upon the benefit to be expected from our trade

with South America. The lines to the Orient are also of vital impor-

tance. The commercial possibilities of the Pacific are unlimited, and

for national reasons it is imperative that we should have direct and

adequate communications by American lines with Hawaii and the

Philippines. The existence of our present steamship lines on the

Pacific is seriously threatened by the foreign subsidized lines. Our
communications with the markets of Asia and with our own posses-

sions in the Philippines, no less than our communications with Aus-

tralia, should depend not upon foreign, but upon our own steamships.

The Southwest and the Northwest should alike be served by these lines,

and if this is done they will also give to the Mississippi Valley through-

out its entire length the advantage of all transcontinental railways

running to the Pacific coast. To fail to establish adequate lines on the

Pacific is equivalent to proclaiming to the world that we have neither

the ability nor the disposition to contend for our rightful share of the

commerce of the Orient; nor yet to protect our interests in the Philip-

pines. It would surely be discreditable for us to surrender to our

commercial rivals the great commerce of the Orient, the great com-
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merce we should have with South America, and even our own commu-
nications with Hawaii and the Philippines.

Theodore Rooseveet

The White House, January 23, 1907.

TRADE FOLLOWS THE FLAG
(Presented by Mr. Gallinger for H. A. Evans. Senate Document, No. 375,

March 11, 1908.)

Does trade follow the flag? Ask an Englishman this question and

he will express surprise that there should be any necessity for the

question. To him the answer is self-evident—of course trade follows

the flag. The history of his country proves conclusively that this is

true, and it is an axiom in Great Britain that "trade follows the

flag."

Without aid to American steamships from the National Government,

the establishment of new lines or even the continuance of the present

lines is impossible. Unless such aid is given, the country will turn

its commerce over to foreigners to do with it as they will. Shall

we do this and rely on them to find new markets for our products

and advertise and push our trade in these markets? Do we believe

that we shall get the best results in this way, or do we expect to even

obtain fair treatment? Will, for instance, the Japanese agents in Aus-

tralia of a Japanese steamship line advertise and push the sale of

American products, or will the agents of a German line push the sales

of American products, in preference to German products? Will these

foreign lines and their agents even give American products a fair show-

ing? There are some products such as food stuffs, in which we
have a monopoly. It is not difficult to sell these, as the world must

have them or starve ; there are others produced by Germany, Eng-

land, Japan, and other countries, and it is to these that particular ref-

erence is made. Do v/e believe that the foreign steamship lines will

give the same treatment to the products of this country as they

will to their home products, and can we expect these lines to build

up markets for our goods to the exclusion of their home industries?

If we do, then we believe that trade does not follow the flag. The in-

dustrial history of England and the recent history of Japan proves,

however, that trade does follow the flag and that the establishment

of new lines of steamers to foreign markets brings new trade to the

country which flies the flag over those steamers.

In the report of the Merchant Marine Ccmmission, presented to

Congress in 1905, this subject is interestingly presented in the follow-

ing words

:

"Not only is an American ship itself the most efficient carrier of

American commerce, but the officers of that ship, the American pas-
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sengers who tread its decks, and particularly the American merchants

who go out to represent the steamship company and to push its busi-

ness, are inevitably pioneers and drummers of American trade in

foreign lands. For years our ministers and consuls and American
travelers abroad have complained that there were no American mer-
cantile houses in foreign countries, and that American goods, there-

fore, had to be handled by foreign firms which preferred to sell their

own country's merchandise. But why should there be any American
houses in South America, or Asia, or Africa, or elsewhere where

there are no American ships? Everywhere in the world's experience it

has been found that the first merchants who go out to foreign coun-

tries go as agents of shipping. Soon goods from the home country

are consigned to them; they develop a commission business; they

branch out into general mercantile trade and growing stronger, demand
banking facilities.

"There were once American houses in China, India, and South

America, but that was when we had American ships on whose trade

their foundations rested. When these ships vanished the houses them-

selves soon disappeared. When American ships return, there will again

be American mercantile establishments in all ports of the world to push

the sales of American goods abroad with the same shrewd sense and

indomitable energy that have built up our enormous domestic com-

merce."

EXTRACT FROM SPEECH OF ELIHU ROOT
(Delivered at dinner of New York Chamber of Commerce, November, 1909.)

The reasons are simple and plain. By our protective tariff we have

raised the standard of wages and the standard of living within our

own country to such a point that the moment American enterprise pass-

es beyond the protective limit of that law it is impossible for Americans

to compete on equal terms with the sailors and the ships of other

nations. We have raised the wages, we have improved the homes, we
have improved the food and the clothing of the man engaged in manu-

facture, of the man engaged in farming, and of the men engaged in

mining and in internal trade ; but when we reach the seaboard and our

ships put forth to compete upon the ocean with the ships of other

countries that protection ceases, and, as a result, it costs so much
more to run an American ship than it costs to run the ships of other

great commercial nations that the American ship has to go out of

business. Some years ago I was required officially to examine care-

fully the conditions affecting trade upon the Pacific to and from the

Isthmus of Panama, and I found that by an analysis of the cost of

operating the ships of the different countries upon the Pacific it cost

from $4.37 a ton to $7.31 a ton more to operate an American ship than
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to operate a German or an English ship. The result was that if an

American ship of 2,500 or 3,500 tons was attempting to operate in com-

petition with the ships of another country, if the other ship was

willing to do business for a profit of $15,000 to $18,000 and no more,

why, the American ship had to go into insolvency. This is an artificial

condition caused by the increase of wages and of the standard of

living in our country and it cannot be cured in my judgment,

except by either abandoning the policy which puts up American wages

and the American standard of living, or extending the policy to our

ships.

"There is one other artificial condition which American ships have

to make. All the other great commercial powers subsidize their ship-

ping. Let me give you the latest figures : Subsidies or mail subventions

from Great Britain, $9,689,000; France, $13,423,000; Japan, $5,413,000;

Italy, $3,872,000; Spain, $3,150,000; Austria-Hungary, $2,984,000; Ger-

many, $2,301,000; Russia, $1,878,000; Brazil, $1,300,000; Little Norway,

$1,102,000. Altogether including some of the smaller commercial

powers, $46,907,000 paid to the shipping lines with which American

ships will have to compete if they ever return to the seas ! While

we paid during the year 1908 to all American steamships put together

for carrying our mails, $1,467,000.

WHAT IS A SUBSIDY?

(Extract from speech of Hon. Chas. H. Grosvenor of Ohio, in House of Repre-

sentatives, April 26, 1906. Printed in Congressional Record May 4, 1906.)

What is a subsidy? A subsidy is well-defined by the word "sub-

sidize" in the dictionaries
—

"to furnish with a subsidy; to purchase as-

sistance by the payment of a subsidy; to assist an individual or an un-

dertaking with money; pecuniary aid; aid given in money; to specify;

an aid or tax formerly granted by Parliament to the Crown to meet

urgent or pressing necessities levied on every subject of ability, ac-

cording to the value of his lands or goods.

The appropriation bills of Congress from year to year are crowded

and I might say overwhelmed with subsidies. We spend more money
per annum for the deepening, widening, and straightening of the rivers

and harbors of the United States than would carry the operation of

this bill through to the end of its existence—ten years—and every

dollar of that money is a subsidy to the commerce of the country.

No sooner does a foreign ship-builder announce that the present

draft of his largest ship is not met by corresponding depths of water

in American harbors and that he could make more money if the

American Congress would excavate the American harbor a little deeper,

so that the foreign ships could carry a little more cargo and earn a

little more money than the American Congress rushes its engineering
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force to ascertain and make a project for the deepening of the harbors

of the country in order that the foreign demand for deeper water and
deeper draft for ships shall be met out of the pockets of the American
people. That is a matter of pure subsidy, nothing else; it can be de-

scribed by no other name; it meets the dictionary definition; it meets

the common-sense definition ; it meets every definition. Every dollar

of money that is expended by the United States Government in deep-

ening, widening and perfecting the harbors of our seacoast, every

dollar that is spent in the magnificence of our great chains of mighty

lakes, every dollar that is spent in the deepening, straightening, and
widening of the great network of rivers that encompass our country

—

every dollar of it is a subsidy to aid the commerce of the American
people.

WHY FOREIGN COUNTRIES TRY FOR EFFECTIVE
MERCHANT MARINES

(From report of the U. S. Commissioner of Navigation for 1909.)

The reason why foreign countries have attempted to build up effec-

tive merchant marines are, briefly

:

1. An ocean merchant marine involving shipyards, as well as ships

and men, is regarded as an essential element of national defense.

2. Regular connections under the national flag are regarded as

essential between the mother country and distant insular possessions.

3. Regular connections are regarded as instrumentalities to push

national trade, especially through superior mail and passenger steam-

ships.

4. The prospects of perpetual peace are not regarded as sufficiently

promising to justify a nation in intrusting its entire foreign commerce

to the ships of powers which in the past at least have been from time

to time involved in wars with one another, while bystanding nations

without shipping have found their means of transportation curtailed

as did the United States in the Boer war.
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SHOULD OUR MARINE BE SUBSIDIZED?

(By John C. Watson and Richard Runke, in the Arena, Volume 23,

pages 606-16. June, 1900.)

Not since the Civil War has there been such widespread interest

in our marine as is manifested today. A considerable body of our

people are clamoring for aid to this industry, especially through Con-
gressional enactment. That the marine should be further protected

is usually postulated on the assumption that our early marine was due

to such measures. It is the purpose of the present article to inves-

tigate this claim closely and critically, as well as to consider the pre-

sent condition of this industry.

In order to determine the effect of our past policies, and to show
what forces operated to cause the growth and decline of our carrying

trade, it is necessary to give a brief history of our merchant marine

from the commencement of the government to the present time.

Previous to the Revolutionary war, the Americans were permitted

as English colonists to export and import colonial products in Amer-
ican ships. By this means they had built up a large trade with the

English colonies, especially with Canada and the West Indies. But

the Americans, being a maritime people, desired greater privileges than

were afforded by the rigid navigation laws of Great Britain; and as

French, Dutch, and Spanish colonies offered an inviting field for com-

mercial activity, infractions of the English laws became very common.
The effort of the mother country to enforce the restrictions was one

of the prime causes of the Revolution.

From 1783 to 1789, commerce was regulated by the several States.

But these laws lacked uniformity, and commerce declined. The need

of uniform laws was recognized, and therefore the regulation of com-

merce was delegated to Congress. The first question discussed when
Congress convened in 1789 was, how to promote the American carry-

ing trade. As early as 1783, Washington had declared to the world

that if any nation or nations would give the United States reciprocity

in shipping, the same privileges in American ports would be extended.

Protection to shipbuilding was not considered, for ships could be built

more cheaply in the United States than in any other country. Said

the Pennsylvania Packet, a leading journal of that time, in giving

a review of commerce and industry : "The cost of an oak ship in New
England is about 24 Mexican dollars per ton fitted for sea, while a

fir vessels costs in ports of the Baltic 35 Mexican dollars per ton,
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though the American vessel is much safer and more durable." In the

debates in Congress the American advantage in cheap construction was
not disputed.

It is asked, Then why did our government discriminate by levying

a duty of 10 per cent on goods imported in foreign vessels? Because,

with independence in 1783, the privileges the colonies had enjoyed in

shipping were withdrawn. Our exports to British colonies had to be

carried in British ships, thus excluding our vessels from this trade.

Moreover, all the leading European nations maintained prohibitions

and discriminations against foreign ships. It was to overcome those

burdens and force reciprocity in shipping that the United States levied

her discriminating duties. Said Representative Benjamin Goodhue in

1789: "There would be no occasion to lay additional duties on foreign

ships if our own vessels were not subjected to charges in foreign ports

over and above what the natives pay. It is the operation of this un-

equal burthen that makes it necessary for us to discriminate."

Differential tonnage taxes and the discriminating duties were pass-

ed in July, 1789. So far as those acts operated to overcome the dis-

advantages placed upon us by foreign nations, the discriminating-duty

policy was beneficial; but it is erroneous to conclude that the steady

increase in our tonnage and commerce was due in any great degree

to those duties. A large part of our trade was with England, upon

which we levied the discriminating duties; but England shortly after-

ward imposed a countervailing duty, thus neutralizing the effect of

the measure as a method of retaliation. Henceforth our policy was to

secure a repeal of the English navigation laws. By the treaty of 1815

both countries removed the duties on goods imported in ships en-

gaged in direct trade. This was done with the hope that England would

allow our vessels to carry our exports to her colonies, but this she

refused. Fifteen years later those restrictions were partially removed,

but it was not until 1849 that American ships were granted equal pri-

vileges in all English ports. Similar treaties embodying the princi-

ples of reciprocity were negotiated by the United States with other

nations, most of them being concluded before 1849. Today, thirty-

two such treaties exist.

Let us now consider the increase in our tonnage and commerce

up to that time. The discriminating duties went into effect late in

August, 1789. The tonnage credited for that year is given as- 123,000,

but that represents only the amount that entered during the remaining

four months. The tonnage for 1790 was 340,000. In Pitkin's Statistics

the amount of American tonnage in foreign trade in 1789 is given as

about 330,000. These figures, therefore, effectually disprove the argu-

ments of those who compare the tonnage for 1789 and 1790, and main-

tain that the apparent increase of 200,000 tons was the result of the

discriminating-duty policy. Up to the close of the century, the marine,
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in common with other industries, enjoyed a healthy growth—due large-

ly to the adoption of the Constitution, which delegated the regulation

of commerce to Congress.

From 1793 to 1815, the Napoleonic wars continued in Europe with

more or less intensity. The United States being an isolated and

neutral Power, much of the carrying trade was thrown into the hands

of the American shipowners. How important this was to the marine

interests is shown by the fact that the amount of products of foreign

origin reshipped from the United States in American vessels, from

1796 to 1808, exceeded in most cases the amount carried of domestic

products.

The year 1815 saw the close not only of our own war but that in

which European countries had been engaged for over twenty years.

Those countries now reentered the field of maritime competition, and

in addition exported a large amount of manufactured goods to the

United States. These forces, coupled with disorders of our depreciated

currency, produced a brief period of commercial stagnation, which in-

cluded our maritime interests. The decrease in tonnage of 1818 was
due to a revision of the registry list whereby all vessels wrecked or

captured were removed. That this did not decrease the efficiency of

the tonnage is shown by the fact that the percentage of carrying actu-

ally increased.

During the next period, from 1820 to 1830, our commercial prosperi-

ty returned; and, being assisted by the partial removal of foreign

shipping restrictions, the marine enjoyed an unparalleled growth.

The second treaty of reciprocity was concluded with Great Britain

in 1830. Our vessels were now privileged to trade with the West
Indies and other British colonies. The effect was most beneficial.

Our commerce increased during this period more than 50 per cent,

while our tonnage almost doubled. It is true that the percentage of

carrying slightly decreased, but a large part of our tonnage now left the

carriage of the exports and imports of the United States for the more
lucrative carrying between foreign nations. The entries of American

ships into foreign ports with cargo from foreign countries show that

a considerable portion of our tonnage was thus employed.

the; last period

The last period—that which followed the removal of all British

and American restrictions in 1849—was the most prosperous one in

the history of the marine. Our ships, now given complete reciprocity

in the carrying trade, penetrated every port. From 1847 to 1861 our

commerce more than doubled, while our tonnage increased 150 per

cent—and also increased greatly in efficiency. During this period the

marine received no assistance except aid to a few mail steamers. That

this did not benefit our foreign commerce or increase our tonnage is
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proved by the fact that those lines only carried mails and passengers,

and that the aggregate tonnage of the Collins, Havre, and Bremen
lines—the lines so subsidized—did not exceed 30,000 tons. Then, too,

our exports and imports were carried almost entirely by wooden sail-

ing-vessels, known as the celebrated American clippers. At this time

those vessels were in greater demand than the ships of any other na-

tion, and they received the most profitable carrying. Why the per-

centage of our carrying continually fell off is easily explained. In

1868 Franklin H. Morse, United States Consul-General at London,

made an exhaustive investigation of the amount of American tonnage

engaged in carrying between foreign ports during the '50's, and found

that fully 63 per cent was thus engaged. He further substantiated his

conclusions by taking the year 1856 as a basis of estimate and showing

that not more than 1,200,000 tons would have been required to carry

all our outgoing exports, allowing that the vessels would have a re-

turn cargo. Such being the case, not more than 1,000,000 tons would
have been required to carry the 66 per cent of our exports and im-

ports carried that year; therefore, the remaining 1^300,000 tons must

have been engaged in carrying between foreign ports. The estimates

of Mr. Morse are corroborated by the investigations of David A. Wells

and by Joseph Nimmo, chief of the tonnage division in 1869.

In giving this brief review we have endeavored to show that the

prosperity of the marine was due to the inherent advantages of cheap

construction and operation ; that the discriminating duties were merely

acts of retaliation ; and that their removal, giving us greater commer-

cial privileges, was followed by an expansion of both tonnage and of

commerce.

CAUSES OP DECLINE IN OUR MARINE

What, then, caused the subsequent decline of our marine? Between

1848 and 1855, it was demonstrated in England that for all practical

purposes an iron steamship was superior to a wooden sailing-vessel,

and ultimately cheaper. But up to 1855 the demand for the American

clipper was so great both at home and abroad that our builders did

not adopt the method of iron construction. When the foreign demand
for wooden vessels ceased, the amount of American construction great-

ly decreased, as the figures prove. England, with cheaper iron and

superior facilities for this class of construction, developed through

years of experiment, had now so decided an advantage that the

American builder could not compete
;

and, American registry being

refused to foreign-built vessels, our marine consequently began to de-

cline in 1855. The Civil war, with all its demoralizing consequences,

beginning in 1861, only hastened the decline. With no protection from

Confederate cruisers, a large portion of our tonnage wis transferred

to foreign flags. In four years the tonnage was reduced by 900,000



Ship Subsidies 45

tons, 751,000 of which were sold abroad, mostly to England, while the

remainder was destroyed.

During the period immediately succeeding the Civil war, shipbuild-

ing materials were higher in the United States than in Europe, and

a heavy duty on iron made the construction of the iron steamships al-

most impossible in American yards. At this time, too, began the era

of internal improvements, when the United States, isolating herself

from the world, endeavored to become independent of other nations.

The building of railways and manufactures and the development of

Western lands absorbed millions of dollars at high rates of interest.

Capital, therefore, turned from the sea, where it must operate at a

disadvantage, to more promising fields. In a word, the decline of our

marine was due to the invention of the iron steamship, the Civil war,

the high tariff on iron, and the development of the great North-

west.

FAILURE OF SUBSIDIES IX THE PAST

But the favorable conditions preceding the Civil war are with us

once more. It now costs no more to construct and operate Ameri-

can vessels than those of any other country. Returns from capital

invested on the sea have become equal to capital employed on land,

as is evidenced by the amount of American capital invested in ves-

sels sailing under foreign flags. According to Commissioner Chamber-

lain's last report, there are 315,000 tons so owned, and this does not

include the enormous business done by Americans with vessels char-

tered from foreign owners. Capital has thoroughly exploited the

Western country and is now seeking other investment. We can there-

fore confidently look forward to an era of great prosperity in the

shipping industry.

But, granting for the moment that natural conditions are not favor-

able, although we have shown they are, before giving subsidies to our

marine we should first consider the failure of this policy in the

past. The lines from New York to Havre and Bremen were estab-

lished in 1846, while the most important one—the Collins line to

Liverpool—began in 1850. In the eight years of its existence the

Collins line was paid more than the entire value of its fleet by two
and one-half millions of dollars; yet it failed utterly. The three

lines mentioned were discontinued in 1858, and a considerable portion

of this United States mail service was maintained without subsidy

up to 1861 by the fleets of Cornelius Vanderbilt. Thus it was
demonstrated that a company with sound business methods could con-

tinue in competition without governmental assistance. The Brazilian

line, established in 1866, was discontinued ten years later; for, says

the New York Journal of Commerce ; "It was conceded by its friends

in Congress that it failed to increase our commerce to the South
American countries."
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An examination of the figures giving our exports to Brazil will

show that during the early period of the subsidy the exports remain-

ed almost stationary, scarcely reaching the amounts exported during

the Civil war. In 1873, the exports began to increase, and they con-

tinued to do so after the subsidy had been withdrawn. Again, the

Pacific Mail Steamship line to China was heavily subsidized in 1867;

but it failed, as did the Brazilian line, to increase our commerce, and
was ultmately ruined by extravagance and mismanagement. Said

President Hadley, in an article on subsidies : "Up to 1865 the Pacific

Mail had been a sound concern. Its shares stood above par. After

it was subsidized it fell into the hands of speculators and its shares

dropped below .40." In 1872 this corporation tried to get an increase

of its subsidy and expended $900,000 in promiscuous bribery. The
Congressional investigation that followed revealed a piece of legisla-

tive corruption scarcely paralleled in the history of the country. In

every one of these instances Congress refused to renew the sub-

sidy on the expiration of the contract, which would seem conclusive

evidence that they had failed to meet the expectation of their pro-

moters.

The Red "D" line to Venezuela was established under the postal

law of 1891, and the advocates of the measure claimed that it would

prove a great stimulus to our commerce; but the figures show that

our exports to Venezuela have actually fallen off from $4,700,000 in

1891 to $2,700,000 in 1897.

Such, in brief, is our experience with postal subsidies : no material

increase in our commerce, no additions to our tonnage, and every

attempt characterized by extravagance and corruption. In no instance

could the system be considered successful and in almost every case it

has proved an absolute failure. But even if the postal subsidy system

had proved successful, and been free from inherent evils, and even if

we should establish mail routes to the various foreign ports, the lines

so established would add but a trifling percentage to our tonnage.

Such a system would be entirely inadequate to rehabilitate our marine.

PROPOSED BIIX WOULD BENEFIT ONLY SHIP-OWNERS

Recognizing this fact, the subsidists are advocating the passage

of a measure familiarly known as the Hanna-Payne bill, which they

claim would promote our commerce and effect a substantial increase

in the marine. The limits of this article preclude a detailed discussion

of the measure; but a bill with a purpose so evident as that of the

Hanna-Payne bill ought not to commend itself to the serious consid-

eration of the American people. Under the guise of patriotism, and

feigning a deep solicitude for the marine, a coterie of shipbuilders

and shipowners framed the bill solely in their own interests, and aid-

ed by a powerful lobby have been endeavoring to secure its passage
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through Congress. The advocates of the measure will not state de-

finitely what amount would be required annually to meet the con-

tracts; but a conservative estimate of the minority of the Committee

on Merchant Marine and Fisheries places it at $8,250,000, one-half of

which would be paid to four companies that are already doing a most

profitable business. Such a measure, framed in the interests of

wealthy corporations, heavily discriminating against their weaker

rivals—the "tramp" and sailing vessels—and giving no return for the

subsidies received, would not foster our marine but would be a posi-

tive hindrance to its future prosperity.

But the subsidists claim that some such aid as that provided in

this bill is necessary because of the higher cost of operating American

ships and because the cost of construction is higher in America.

What are the facts ? They are easily obtainable, and it is surpris-

ing that misstatements as to these matters are so common. If there

is one belief more deeply rooted in shipping-protection discussions

than any other, it is that crews' wages are higher on American ships

than elsewhere. It is evident that in the absence of statutory require-

ment an American ship may hire its crew as easily in Liverpool

as in New York, as easily in Hamburg as in Philadelphia, as easily

in Hong Kong as in San Francisco—if she plies between any of these

ports. And the same is true of any vessel, foreign or American. Says

Section 4.519 of the Revised Statutes: "Every master of a vessel

in the foreign trade may engage any seaman at any port out of the

United States to serve for one or more round trips from and to

the port of departure or for a definite time whatever the destination."

Not only is this true in theory but also in practice. Where do the

American steamships, "New York," "St. Louis," and "St. Paul," hire

their crews? As provided for by their postal contract with the gov-

ernment, they must hire American citizens to the extent of half their

crews. We will speak of the remaining half of the crews provided

for by this special agreement. Says Shipping Commissioner Dickey,

of New York, an ardent protectionist : "These vessels hire most

of their men in Southampton, England, as all other vessels are at

liberty to do." Again, where are the men hired who are employed

on board the ships of the Pacific Mail Steamship Company? Almost

to a man they are secured in Hong Kong, and the great majority are

Chinese. Steamships of all nations in the Asiatic trade employ Asiatics

on the deck and in the hold, and in this respect the American and

his competitors are on a perfect equality.

THE QUESTION OF WAGES

In order to settle once for all this much-mooted question of wages,

let us consult the officials of the Sailor's Union of the Pacific, the

Atlantic Seamen's L^nion. and the International Seamen's Union of
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America. We will quote their secretary, the editor of their organ,

the Coast Seamen's Journal: "Wages are equal on the vessels of all

nationalities when shipping crews in any given port. In other words,

it is the 'rule of the port' and not the flag of the ship that govern?

wages. The usual statistics on this subject are grossly misleading."

Finally, says Mr. Chamberlain, the Commissioner of Navigation:

"The difference between American and foreign rates of wages can

be, and in fact is, overcome by shipping crews in foreign ports for

the round trip." When we remember that Mr. Chamberlain is one

of the strongest advocates of subsidies, this admission by him is

significant and conclusive. As regards various other elements of

operating expense, such as provisions, coal and oil, etc., it could be

demonstrated, if space permitted, that American shipowners have

positive and very considerable advantages over their competitors.

THE COST OF CONSTRUCTION

Let us briefly consider the cost of construction of the latest types

of steamships in American yards. The entire cost of a ship is em-

braced under two heads—material and labor. Materials—such as

iron and steel, fittings, parts, and equipment—are not only as cheap

but cheaper in the United States than in any other country. So cheap

is shipbuilding material that 'we export ship-plates to England One-

half the plates in the great "Oceanic" came from Pennsylvania.

HIGHER SKIEEED EABOR IN THE UNITED STATES

Now, in regard to labor: It is largely skilled labor, well paid—
better than similar labor in England. Some American builders claim

they cannot compete because they pay higher wages. The higher effi-

ciency of American labor is admitted on every hand. Says the editor

of the New York Journal of Commerce ; "Undoubtedly any differ-

ence in wages is more than made up in the greater value of the labor.

That the American builder can compete needs no proof to one con-

versant with the facts." On this point we can quote the greatest

American builder himself, Mr. Charles Cramp, who said before the

Senate Committee on Labor: "For the Russian war-ships we are

building we competed with Germany and France. We could deliver

the ships in thirty months. The French wanted five years, and the

Germans and Russians wanted more money and longer time. We
have also built ships for the Japanese government, and our bids

were lower by 20 per cent than those of Armstrong, the English

builder. We have higher skilled labor, and this aided us in getting

the contracts." Thus Mr. Cramp himself admits that this very labor,

high-priced as it is, is an advantage. Higher authority could not

be quoted. Wh.at must we conclude, then, as to the comparative cost
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of construction? It is clear that shipbuilding constitutes no exception

to the general rule of American superiority in manufactures.

With this brief review of the situation we see that subsidies in

the past have not succeeded in maintaining or rehabilitating our

marine. We see also that such a policy exposes us to the ever-

present dangers and evils of corruption. But a still more cogent argu-

ment is that the industry is in no pressing need of governmental a d.

A fair and sober consideration will show that the American is in no

respect at a disadvantage, and in many cases is at a positive advan-

tage.

SHIP SUBSIDY A FALSE THEORY
(By Theodore E. Burton, United States Senator from Ohio, in the Independent,

Volume 68, April 7, 1910.)

Between encouraging the transportation of American steamships

and ship subsidy there is a wide difference which should be carefully

considered in any legislation on the subject. One, under certain

conditions, may be advisable. The other, under any conditions, is

sinister, dangerous and obnoxious. The two have been so intimately

interwoven in all the considerations of the last generation that, how-
ever innocently garbed, an effort to insinuate a mail contract bill into

legislation instantly suggests the probability that it is but an enter-

ing wedge on the part of various interests which have long persisted

in endeavors to commit this Government to the evil policy of ship

subsidy.

It cannot and must not be tolerated. The idea of a subsidy, or

any bounty or subvention for the support of private enterprise is

repugant to the great majority of our citizens. We are becoming

the industrial sovereigns of the earth and this position is due to our

unparalleled advantage and to the force of individual initiative and

energy: not to gratuitous bounty from the Government.

On the floor of the House, in 1870, President Garfield, the great

Republican leader, said:

"There is one feature of this bill, the subsidy provision, which is

odious to the American people. It is a feature, I think, which no man
in the House—certainly no Representative of an inland district—can

support and sustain himself before his constituents."

The argument is frequently made that the measure is in line with

a protective t? riff. I deny it absolutely; for there is this essential

distinction : while a tariff brings money into the public treasury, a

subsidy pays it out. But there is a still stronger distinction in the

very nature of the case. You can build a wall around a country; you

can enforce any kind of domestic policy; you may levy a tariff in

figures so great as to be prohibitive : but you cannot exercise any

4
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such control over the seas. There competition is unlimited and fitness

and cheapness must prevail. There is no reason why one who favors

a protective tariff should favor ship subsidy.

They tell us that it is needed in order to make up the difference

in the cost of construction and operation of ships—which difference

will obviously continue for all time. It is not a question of pro-

tecting an infant or growing industry till it shall have become estab-

lished. It is not intended ultimately to reduce the cost of anything
to the people. It will not make transportation any cheaper, you cannot
ship a bushel of wheat or a ton of iron for any less under a subsidy.

You simply make a new class of ships, manned and owned by Ameri-
cans, and put them into the field of competition.

My theory of the American protective tariff is not that it causes

us to enter into competition for all time where we shall always be

at the same disadvantage. A nation would be greatly hampered, if

not bankrupted, by such a policy. The result of our protective tariff

has been to create two sources of supply where only one existed be-

fore. It has enabled us to develop the capabilities of our people

and to enjoy the wealth of all our latent resources. As the result, in

the majority of cases included in our tariff schedules, prices have been

lowered and employment has been increased. There is no analogy be-

tween these items in the tariff and ship subsidy. I do not believe that

many would be in favor of continuing a tariff for all time on articles

where there was obviously to be a disadvantage forever, in competi-

tion with other countries.

We have been told that foreign shipping is built by subventions and

subsidies : but that is absolutely not correct. England pays a heavy

bounty for fast mail service and for a naval auxiliary, but the great

body of her commerce is carried by her tramp steamships and, in the

language of one of their owners : "These steamships receive no more
subsidy or help from the national treasury than the outcast human
beings from whom they are named." In Germany there are two

great lines : the North German Lloyd, and the Hamburg-American
line. The North Germany Lloyd receives a subsidy. The Hamburg-
American line does not ; and yet it is more prosperous and pays

the larger dividends of the two. It will be found the world over that

the gain in merchant marine and the ownership of ships is not due

to subsidies, but to some collateral fact, such as an increase in wealth,

or products for sale, or in the interest or preference of the people.

Success has not been dependent on subventions.

Subsidies do not cause a healthy plant to grow. Our own exper-

ience has not been free from failure on the part of those who have

taken advantage of various subsidies, or free from corruption in the

relations between the Government and those who have desired to

secure them. There are even some who claim that the reason we
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have no more vessels in the merchant marine of this country is di-

rectly due to our protective tariff—because our vessels have no re-

turn cargoes. But whatever may be the importance of this argu-

ment it amounts to little in comparison with certain other disadvan-

tages which exist in the very nature of the case.

In the first place the products of our country are largely raw ma-
terial, so that the outgoing cargoes are necessarilly much heavier

than the incoming. In New York, the great import harbor of Amer-
ica, the weight of outgoing cargoes exceeded by more than a million

tons in a year, the incoming cargoes. In Galveston the weight of ex-

ports is twenty-four times greater than the imports. In Savannah

the value of exports is thirty-five times the value of the imports;

and just as long as such conditions exist we shall labor under the

disadvantage of inequality. The result of a ship subsidy would be

that those American ships which did not receive it would labor under

still greater disadvantage, while the foreign tramp steamers would

turn aside from our ports. There are many other disadvantages

which become apparent as one studies the subject, fully accounting

for our present lack of merchant marine. The question is compli-

cated with many other problems—railroad rates, port dues, tariff

regulations of other nations, banking facilities, the existence of agen-

cies abroad for disposing of products, and in general terms the

preferences and affiliations of the people with whom we are to deal,

if we deal direct. It is not a loss which a subsidy is going to restore

or a trade which a subsidy can build up. There must be intelligent and

effective treatment of all of these contingent questions; then, when
there is anything to carry, boats will be found to carry it. American

commerce is much more handicapped today, by the patent insufficiency

of our facilities for carrying freight on land, between the different

portions of our own country.

But the real and vital reason of the decadence of our merchant

marine lies in the fact that the tastes of our people are not in that

direction. In England, in Norway, in Germany, in Japan, genera-

tion after generation has followed the sea. In this country the son

of a sailor wants to study law. The sailor's life is no temptation

to most of our people. They consider it an employment of danger

and drudgery. Investments are not made in that direction because

there is such an infinite variety of opportunities for enterprise on the

land which are more attractive. The feeling of capital is the same
as the feeling of the individual. We have gradually grown away
from the sea. We have a great empire lying before us full of allur-

ing temptation. When we have spread out till we have covered all

the millions of acres, when every hill and valley has been exploited,

American enterprise will turn again toward the sea. It will be look-

ing in that direction long before; but just at present higher profits,
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more easily obtained, have turned the thoughts of our people toward

what is more congenial. We have forgotten the sea and the present

generation is accustomed only to the absorbing interest on land.

In the old days, when everyone lived upon the coast, the sea kings

of New England sailed all over the globe. Our shipping was upon
every sea; but that was before the days of the great inland develop-

ment—a development which is the marvel of the world. We are

too busy with that " development to give any thought to the sea.

In this respect, too, the so-called "subsidy" bills are helpless to ac-

complish anything, even if they were enacted. In an effort to in-

still an appearance of patriotism into the various measures proposed,

there has been included the proviso that a certain substantial propor-

tion of the seamen employed should be» American citizens. Upon such

conditions sailors could not be obtained to man our ships if our mer-

chant marine should be very much increased from its present negligible

proportions. Suppose the same obligation rested upon the steel mills

of the United States, or the mines, or the manufactories—all places

much more attractive to Americans than the sea. They would have

to close down, every one of them. And so would our merchant ma-

rine, if we had one, with such a restriction. Only when our capi-

talists desire to invest in ships and our people desire to man them

shall we have an American merchant marine.

If there can be legislation creating a mail service, by suitable mail

contracts, which will enable American steamships to carry American

mails, which is not a subsidy in disguise, or an entering wedge for

subsidy, but legitimately intended for the improvement of communi-

cations incident to the mail service, which can be made reasonably

effective, that is another matter. If an auxiliary fleet upon which our

battleships can depend in case of need is possible of attainment

through legitimate means, it is something worthy of our most care-

ful consideration. But to think that we can or should create a mer-

chant marine by subversion is a grave mistake.

EXTRACT FROM' SPEECH OF CONGRESSMAN GUSTAV
KUSTERMANN

{Congressional Record, Volume 45, Part I, January 8, 1910.)

If we acceded to the demands made by some subsidy shouters, we
would soon be obliged, as is suggested in a little pamphlet sent to

me, to issue $300,000,000.00 in two per cent bonds to subsidize Ameri-

can ships.

Another one suggests that $200,000.00 be paid out of the United

States Treasury to American shipbuilders for every seven thousand

ton or over dead-weight cargo steamer, and $22,000 per year to the
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owner for running it under our flag. Such unreasonable demands
show what will be asked of us if we go any further into the subsidy

business.

The fleet of both France and Italy has not materially increased

under their policy of subsidy. Finding that subsidy has not accom-

plished what was expected of it, France is anxiously waiting to have

the end of their subsidy period, the year 1914, arrive, when in all

likelihood the act will not be renewed. The largest French line, Mes-
sageries Maritimes, on account of the subsidies, has drifted into poor

business methods, and after paying no dividends to their stockholders

for two years would have been passed into bankruptcy if the Gov-
ernment had not again come to their rescue by going into partnership

with them. Italian ships in spite of the large subsidy, cannot even

hold their own against the non-subsidized foreign ships in the Medi-

terranean, their own territory.

Japan, according to recent consular report, is heartily sick of their

subsidies, and thinks seriously of abandoning that policy.

Germany last year subsidized only two lines, the North German
Lloyd and the German Africa Line, to the total amount of $i,85o,ooo.

These lines make regular trips to East Asia, Australia, that part of

new Guinea which is under German protection, and the German
possessions in Africa.

These lines are so unprofitable that none would have consented to

make regular trips to those German possessions if Germany, needing

the connection for political and military reasons, had not consented

to pay a certain sum toward the maintenance of those lines. The
contract was made with the lowest bidders. The amount paid includes

the payment for carrying the mail.

Great Britain either subsidizes for speedy ships or for ships keep-

ing up the connection with their many colonies, which they could not

do without receiving aid from the Government.

The Cunard Line, with 22 ships of 244,466 tons, received a little

over $600,000 in 1908; the Union Castle Line, 37 ships, $27,850; the

British-India Steamboat Company, no ships, $45,000; the Peninsular

and Oriental Line, 61 ships, $1,600,000; the Allan Line, 27 ships,

$10,000; the Royal Mail Line, 48 ships, $87,500; the African Line, $76,-

775; and the Canadian Pacific Railway Company, 65 ships, $300,000.

In all, Great Britain paid in 1908, the latest year of which I was

able to procure official reports, only $5,625,000 to abour 400 vessels.

I may also add that the greater part of Great Britain's aid consists of

Suez Canal fees refunded to British ships, and Great Britain very well

affords to pay back to its own ships these extremely high fees (some-

times over $1,000 for a single ship) because its income from the canal

in one year amounted to $5,636,105, more than all the money paid out

in subsidies. After we have our Panama Canal in operation there
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would probably be no objection raised to letting ships under the Ame-
rican flag have free use of it.

Much ado is made by our subsidists about the fact that Great Britain

advanced $12,500,000, to the Cunard Line at 23-4% interest per year

for building the 28-knot turbine ships, Mauretania and Lusitania. Ger-

many already had 24-knot ships, and Great Britain, not to be left

behind, advanced this large amount in order to have the turbine sys-

tem given a trial and in order to have ships under the British flag

that surpass in size and speed any boat on the oceans.

I venture to say that if American citizens would give us boats

of equal or greater speed, American capitalists could be easily in-

duced and would be glad to be given a chance of showing their pat-

riotism by advancing a similar or even larger amount at the same

rate of interest to any line in this country that would place under the

American flag two such ocean greyhounds. The security is ample

and the interest is about the same as paid by banks.

PLENTY OF SHIPS, BUT NO CARGOES

There is no trouble to get our goods shipped to Central and South

American ports, to send our mail, and for ourselves to reach there

by boat direct from this country.

Some of the American-owned ships, most of them sailing under

foreign flags, may not have more speed than 12 knots, but sailing on

one of them will get you there as soon as will the speedier British

ships by way of Liverpool.

Increasing our trade with the Central and South American Repub-

lics is not prevented by not being able to find ships ready to take

our goods, but simply because our manufacturers have had their hands

full in supplying home and European markets, and have therefore

neglected going after the trade in our sister republics. Of course,

as was frequently brought out in the hearings before the Merchant

Marine Commission, it is necessary, in order to secure such trade,

that agents be sent there who know the language and conditions in

those countries.

No special advantage will be gained by inducing owners of 16 and

18 knot ships, by government aid, to have some of their steamers now
laid up for want of profitable business make regular trips to Central

and South America. It will be a waste of the people's money to pay

an 18 knot ship $23,000 for each trip to Brazil. It may be true our

letters would reach there a few days sooner than on the ships now sail-

ing there, but as Mr. Shallenberger, former Second Assistant Post-

master-General, said in the hearings before the commission:

"Under our rules of the speediest dispatch of mail we could not

send our mail to Central and South America on American boats if

another vessel under foreign flag would deliver it quicker.
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"Of course we could establish lines where there are no foreign lines

at present, putting on steamers of less speed than those which cross

the Atlantic and carrying mail as well as cargo, but there might soon

be foreign vessels of greater speed to those parts, which for mail pur-

poses we would have to give the preference. We could scarcely make

the appropriation available for subsidizing vessels of lower speed and

of greater carrying capacity."

CAPTAIN DOLLAR'S ID£A

Robert Dollar, one of the leading shipowners in the United States

says

:

"I can do without subsidy if the United States Government would

permit three things :

"First. That shipowners be permited to buy their ships in the

cheapest market.

"Second. That the antiquated inspection laws be changed.

"Third. That American shipowners be allowed to man their ships

as those of other countries do."

SHIP SUBSIDIES

(From editorial in. the Outlook, Volume 94, January 15, 1910.)

"Our people," says Judge Spring, "are paying annually for the car-

riage of foreign traffic and passengers $200,000,000, all of which goes

to benefit the ship-owners across the sea." American merchants and

financiers are certainly not stupid. Would they continue to spend the

vast sum of two hundred millions of dollars every year for the bene-

fit of foreign ship-owners unless they believed that in this way, bet-

ter than in any other, they could obtain a substantial benefit them-

selves? We think not. And we are sure that they will continue to

ship goods in this way by foreign carriers until they are convinced that

they could gain a larger profit by using American ships. The con-

dition of American shipping, where it is not affected by restrictive

legislation, such as denying American registry to American-owned
ships of foreign construction, is economic, not political; it it to be

modified by obeying economic laws, not by enacting special legislation

for the benefit of a special class of citizens.

We now turn to the practical objection to ship subsidies, and

assert that subsidies will not accomplish the results hoped for by

Judge Spring.

Great Britain maintains not only the greatest navy but the great-

est merchant marine in the world. Judge Spring believes this mer-

chant marine is subsidized. We take issue with him. It is true that

the Cunard Company has received an indirect subsidy for special
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naval purposes, but the vast fleet of merchant ships, steam and sail,

that are owned and managed by British capital and sail from British

ports is not subsidized. Hundreds of these vessels do not even re-

ceive postal contracts. The late Sir Alfred Jones, whose death and
career were recently noticed in these pages, was only one of many
successful and self-sustaining, unsubsidized British ship-owners.

Germany, with no coast line and no harbors worth mentioning in

ccmparison with Great Britain and the United States, has without sub-

sidy (except a small one paid only for two years, on a minor branch

of the line's service) built up one of the largest and most success-

ful steamship lines in the world, the Hamburg-American, by the ap-

plication of the commercial principle of providing the best possible

service and the legislative principle of providing free ships. France,

which in proportion to tonnage pays a heavier subsidy than any

other country, has a less ' effective and less profitable shipping busi-

ness than either Great Britain, or Germany, although in coast-line and

harbors she far surpasses Germany. Subsidies have not proved to be

effective agents either in this or foreign countries in creating per-

manently profitable ships of commerce.

GREATEST OBJECTION TO SUBSIDY

The greatest objection to the subsidy method of fostering Ameri-

can shipping is that it will add to the classes enjoying special privileges

at a time when the country is making special efforts to curtail spe-

cial privileges. The recent attempt of Congress to reform the pro-

tective system, to some extent unsuccessful, and not a little disap-

pointing to the President as leader of the revision movement, revealed

the struggles which all recipients of bounties and subsidies make when
their privileges are threatened. Judge Spring correctly says that to

establish ship subsidies is simply to raise our protective tariff to what

he believes is its proper level. Does the country want the protective

tariff raised or lowered? If we do not mistake public sentiment,

it wants a lower tariff. But, having given the ship-builder the high

protection of practically forbidding the American cit'zen to buy a

foreign built ship, it is now proposed still further to raise that tariff

bv granting the ship-builder a cash subsidy out of the general tax fund.

This may be temporarily good for the ship-builder, but we submit that

experience and reason show that it is not good for the welfare of

the country.

THE REMEDY FOR THE SITUATION

If Congress will give the country free ships, and if our merchants

want foreign commerce enough to consider seriously, as the Germans

do, the desires and demands of their foreign customers, American

shipping will revive of itself. Judge Spring says that even with free

ships the differential in wages and food between American and for-
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eign standards must be covered by a subsidy. But forty years ago,

when the American clipper ship was master of the seas, the American

sailor was paid and fed better than any other. The differential was

amply covered by better work from the men and better service to

the shipper. This is in accordance with a principle generally recogniz-

ed and acted upon by the railway manager, the manufacturer, and the

merchant.

It appears to us that the inevitable conclusion is that a ship sub-

sidy is both a political and an economic fallacy.

SHIP SUBSIDY AND THE COTTON MILLS
(From Speech of Hon. E. Y. Webb, in the House of Representatives,

June 13, 1910.)

The reason that the ship subsidy advocates want the subsidy for

a few vessels is, they say, that foreign vessels are now too numer-

ous, and the freight rates made by foreign vessels for our exports

are too low for the American ships to compete with them. No one

contends or ever has contended that any amount of subsidy will de-

crease our freight rates but will only aid American vessels to com-

pete with other vessels for the trade at the expense of the tax-payer.

There are plenty of ships now to carry our goods to every coun-

try on earth. They do not happen to fly the American flag, but many
of them are owned by American citizens, there being a hundred mil-

lion dollars of American money invested in ships that do not fly our

flag, and our exports have been constantly increasing for the past thirty

years. Subsidy advocates appeal for support on the claim that we
have no shipping facilities to South America. This is a sample of

the false logic circulated by the recipients of the subsidy. The fact

is that there are at present five lines from New York going direct

to Brazil, with regular departures, and of sufficient number and speed

to transact all our mutual dealings. There are seven lines running

to Argentina, with six and eight departures each month, which fur-

nish more than ample accommodation for our trade. To both Brazil

and Argentina the freight rates are lower than those available by

European competitors, and no cargo of freight is shipped from the

United States via European ports to either Brazil or Argentina.

Northbound from both countries the freight rate to the United States

is lower than that to any other country.

INCONSISTENT ARGUMENTS

Republicans claim that our manufacturers cannot compete with

foreigners, either here or abroad, and hence must have a high pro-

tective tariff to shut out foreign competition; and that we can never

sell our goods abroad, but must depend on our home market. In
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the next breath, they advocate more ships to carry our goods into

those very markets where they say we can never hope to compete.

The two arguments are absolutely inconsistent. We either can com-
pete with the foreigner in his markets, and therefore need plenty

of ships to carry our goods to those markets, or we cannot compete
with the foreigner in his market and therefore need no ships to

carry our goods to such markets. The Republicans should take one

horn of this dilemma. I contend that we can compete with foreigners,

as we have been doing for years and must continue to do if our

cotton mill industry is to be sustained and I am therefore in favor

of building up the finest over-sea merchant marine in the world.

More foreign markets are absolutely essential to the life of our

cotton mills, and if we have to depend on our home markets alone as

a high protective tariff compels us to do, the mill business is doomed,

for our home market is already glutted, and stagnation abounds.

Subsidy advocates tell us that we should give the shipping industry

government aid, because it cannot compete with foreign vessels. They
claim that manufacturers can now ship their products too cheaply,

and if they could be made to pay higher freight rates then the

American ships could afford to haul them. I submit that if it is

thus right to aid a failing industry, it would be more proper still to

give aid to our languishing cotton mills to the extent of the difference

between what their goods can be bought for, and what they can afford

to sell them for. For instance, if the price of cloth on the market

is five cents per yard, and our mills cannot sell it at a profit for

less than seven cents a yard, then why not let the Government give

each mill a subsidy of two cents out of the Treasury on every yard

of cloth and pound of yarn they manufacture? This would help our

mills more quickly and far more extensively than all the ship sub-

sidies in the world, and yet you cannot find a cotton mill owner

in our entire district who would ask such Government favoritism;

but the mill man and the farmer are seriously urged to give such boun-

ties and even greater ones to the shipping trust of the country and

permit themselves and their crippled mills to be taxed for this purpose.

SHIPPING SUBSIDIES

(By Royal Meeker, in Political Science Quarterly, Volume 20, pages 594-611,

December, 1905.)

The political arguments are two in number: first, the need of

national self-sufficiency, and second, the need of a merchant navy to

serve as an auxiliary naval force and to furnish transports and sea-

men for the war navy. As to the first count, it is impossible for any

nation to be entirely independent of other peoples. Except possibly
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for military reasons, there can be no object in owning ships merely

to show our independence of other nations. To hire foreign ships is

no more an indication of inferiority or dependence, than to buy foreign

fish or flannels. Secondly, as to the military value of a merchant

fleet, it is obvious that it is a source of danger and not a protection

in time of war. Witness our own Civil War, when a few Con-

federate cruisers swept half our great merchant marine off the seas

in spite of our powerful war navy. The more shipping a nation pos-

sesses, the more vulnerable it is to attack. It is much cheaper and bet-

ter for the government to build cruisers that can cruise than to

subsidize a private corporation to build pseudo-war vessels that are

inefficient as carriers in time of peace and useless as cruisers in

time of war. The war vessel has become so highly specialized, that

no mail steamer can be successfully converted into an efficient cruiser.

The fastest are too slow to run away from a real cruiser built for

speed and the strongest are too weak to fight. As regards the ordin-

ary merchantmen which make up nearly the entire commercial navy,

canal boats could as readily be converted into engines of war as these

lumbering ocean-drays. As for transports, it would seem more
rational to buy them outright when needed than to pay millions in

subsidies and then have to buy the subsidized ships when wanted.

If we had no merchant vessels the argument for a merchant navy

to train up seamen for the war navy would have great force.

But the United States ranks next to Great Britain in the tonnage

of her merchant fleet, and close after Germany (i. e., third) in the

tonnage of her ocean-going vessels engaged in foreign trade. There

is no pressing need of hiring vessels to train up seamen.

THE REVIVAL OF SHIP SUBSIDIES
(By Louis Windmuller, in the Outlook, Volume 88, pages 819-21, April 11, 1908.)

The Pacific Mail Steamship Company obtained in 1865 an annual

subsidy of $500,000 for the monthly carriage of our mail across the

Pacific Ocean. Prior to 1865 this company was well managed and paid

large dividends. Simultaneously with the inception of a subvention

the service of the company became slovenly. Officers, instead of at-

tending to their business, gambled in the shares in Wall Street, and
before long the company was obliged to stop the payment of dividends.

President Stockwell attributed this deplorable condition to the in-

sufficiency of its subsidy. He obtained by very questionable methods,
well known to expert lobbyists, an annual increase of $500,000, for

which he promised a bi-monthly service, in new steamers of four
thousand tons, across the Pacific.

Before one of them was put in commission, and while the financial

condition of the company was embarrassed by the panic of 1873, a
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Congressional investigation into its affairs was ordered. It found
that the company had secured contracts by fraud and misrepresenta-

tion. It had spent about a million, or a sum sufficient to build

more than one of the requisite steamers, in bribing legislators to vote

for the subventions. When their guilt was proven, these "honorable"

men, including Postmaster King, disappeared. The original grant

of $500,000 was paid until its expiration in 1875.

Some twenty-five years before this occured, the Collins Line made
a contract for the first American mail subsidy. Built of live-oak, with

paddle side-wheels, these steamers were better and faster when, on

their assurance that they could not continue without government aid,

the annual grant of $385,000 was increased to $858,000. Disaster at once

overtook them, and the service became inefficient. The Arctic was lost

in 1854 ; the Pacific mysteriously disappeared from the ocean on the way
from Liverpool, and never was heard from. When the subvention

was discontinued in 1858, the company failed and the remaining steam-

ers were sold.

Other American subsidies and those granted by the French Gov-

ernment may not all have led to results equally disastrous, but they all

led to extravagance and neglect ; none to the expected prosperity.

The French pay, besides subsidies, premiums on the construction

of French ships; their ocean liners are commanded by French navy

officers. This policy was adopted years ago, yet the French mer-

chant marine is in a pitiful state of decadence.

When lobbyists claim that the maritime success of England,

Germany, and Norway is due to subventions, they are mistaken. Less

than five per cent of the gross tonnage controlled on the high seas

by these three nations receives any subsidy, and the compensation, for

mail carriage is measured by the rendered service. The assertion that

Great Britain obtained control of the sea by the subsidies it paid is

ridiculous.

FOREIGN TRADE AND SHIP SUBSIDIES

(Anan Raymond, in the Forum, pages 447-56, Volume 49, January, 1913.)

Now, that one of our greatest commercial needs is new markets,

to replace the European fields which we are in constant danger of

overworking, is undoubtedly true. It seems probable, as Secretary

Nagel of the Department of Commerce and Labor has suggested,

that our future growth in foreign trade must be chiefly in manu-

factured goods. For a place to sell such goods and buy raw products

in return we must go to the newer industrial fields, of which South

America is for us the most conspicuous example. But that in order

to obtain such markets we must pay bounties to an otherwise money-

losing industry is another and vastly different conclusion. That, in
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our trade with South America and the Orient, we are not keeping the

pace set by England and Germany may be true; but that this failure

is due to lack of subsidized shipping remains unproven, and has little,

aside from the assertions of those who "view with alarm" the fact

that "the American flag has disappeared from the seas," to support it.

Its lack of more substantial foundation is shown first of all by the

fact that since the Civil war, in spite of the admitted decline of the

American shipping industry, the amount of our foreign commerce
has steadity increased. The following statistics, covering our total

imports and exports, the amounts carried by land and by sea, respec-

tively, and the proportion of the over-seas trade carried in American

vessels, are sufficient to show that a prosperous foieign commerce by

no means depends upon a prosperous over-seas carrying trade:

Year En^ed Total by Land By Eand By Sea In American
June 30 and Sea Vehicles Vessels

1861 $ 584,995,066 $ 584,995,006 65.2
lf65 604,412,996 604,412,996 27.7
1875 1,219,434,544 $ 20,388,235 1,199,046,309 26.2
1885 1,319,717,084 45,332,775 1,274,384,309 15.3
1891 1,729,397,006 72,856,194 1,656,540,812 12.5
1896 1,662,331,612 96,666,204 1,565,665,408 12.0
1901 2,310,937,156 159,001,745 2,151,935,411 8.2
19C6 2,970,426,946 280,412,387 2,690,014,559 12.0
1911 3,576,546,304 365,058,039 3,211,488,265 8.8

Nor is our export trade with the "new markets" our manufacturers

are trying to develop in such condition as to demand or justify federal

relief for our shipping industry. As a matter of fact, our trade with

these countries, notably South America, already shows increase far

beyond that which our commercial methods entitle us to expect. Dur-
ing the last ten years the yearly amounts of our exports to the

Orient and South America have been as follows

:

Year Ending Asia and South
June 30 Oceania America

1901 $ 84,783,113 $ 44,400,195
1902 98,202,118 38,043.617
1903 95,827,528 41,137,872
1904 92,002,028 50,755,027
1905 161,584,056 56,894,131
1906 140,593,361 75,159,781
1907 133,889,857 82,157,174
1908 148,574,047 83,583,919
1909 101,463,560 76,561,680
1910 111,751,900 93,246,820
1911 151,489,741 108,894,894
1912 189,398,148 132,310,451

In the Orient we are more than holding our own, and have sur-

passed the record set in 1905. In South America, where in the nature

of things we should predominate, and where we must look for much
of our hoped-for increase in export trade, our gains have on the

whole been steady and consistent. Since 1901 the value of our ex-

ports to South America has practically trebled; in the year iqio-ii

it increased about sixteen per cent; in the year 1911-12 it increased
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more than twenty-one per cent. That this is not merely part of a

general increase is clearly shown, also, by the fact that since 1901 our

exports to the Orient have increased from 5.7 to 8.59 per cent ; and our

exports to South America from 2.98 to 6.0 per cent of our total ex-

port trade. These facts do not mean that the increases have been

altogether satisfactory, or that improvement of shipping facilities would

not have made them still greater ; but they do shed new light upon

subsidy exponents' sweeping declaration that "failure to aid our ship-

ping is ruining our export trade."

COMMERCE WITH SOUTH AMERICA
(By an Anonymous Writer in Annals of American Academy, Volume 37,

pages 70-84, May, 1911.)

It is already a threadbare platitude that "trade follows the flag,"

in so far as dealing with foreign markets is concerned; and, in parallel,

is the rather wearisome chant by certain interests, and by unthinking

persons who join in the chorus, that our commerce with South Ameri-

ca languishes simply because we absolutely lack frequent and cheap

communication.

It is frequently asserted, sometimes by those who should know
better, that we cannot ship goods to distant ports of South America,

unless via Europe for trans-shipment thence by the numerous lines

plying to all parts. The misleading and even untruthful nature of

such statements is shown when we consider the facts. Taking the

calendar year 1910, it will be found that from the port of New York
alone, steamers were despatched as follows

:

FOR Regular Monthly Annual
lines sailings sailings

Brazilian ports 5 8 to 12 about 125
River Plate ports 6 10 to 12 about 125
Chilean and Peruvian ports, via Magellan... 3 3 to 4 about 40

So it will be seen that the trade is not hampered by infrequency

of sailings, and the various companies operating these great fleets

are all only too ready to still further increase their tonnage, to sat-

isfy any temporary or permanent demand. In fact, having regard

for the volume of cargo available, these countries are already rela-

tively as well served from New York as are the principal ports of

Europe and Asia.

Nearly all the boats for Brazil, as well as those for the River

Plate, accommodate passengers, and some of the lines operate excel-

lent passenger boats on good schedule time. So it is no longer

necessary to travel via Europe, except for those travelers who wish

to spend more time and more money, because they like to take in the

pleasures of London and Paris en route. In addition, many steamers



Ship Subsidies 63

and sailing vessels were loaded from our South Atlantic and Gulf

ports, carrying principally whole cargoes of lumber, rails, refined

petroleum, etc.

Between our own Pacific coast and the countries on the South

Pacific, there is also a considerable trade, but it is mostly in lumber

from Washington, Oregon and California, although considerable flour

is shipped, as also a limited amount of canned goods and miscellaneous

wares.

AMERICAN MERCHANT MARINE
(From an Article prepared by the Southern Commercial Congress on the Proposed

Establishment of a Merchant Marine, October 15, 1914, being

Senate Document No. 601, Second Session, 63rd Congress.)

Subsidy seekers have managed to create a belief that the mer-

chant marines of European countries, especially the merchant marines

of the two greatest maritime countries in the world, Great Britain and

Germany, have been built up by the granting of subsidies to shipping.

Neither of these countries grant subsidies except to a very limited

extent and for very special service.

The Hamburg-American Line, the largest and perhaps the most

successful steamship company in the world, has never received a sub-

sidy. A moderate subsidy was granted by Great Britain to the

Cunard - Company in connection with the steamers Mauretania and

Lusitania, but that was chiefly to keep the Cunard Company from

selling out to the International Mercantile Marine, the combination

organized by J. P. Morgan & Co. Over 90 per cent of the total ton-

nage of Great Britain does not receive a farthing of subsidy.

It will surprise many to know that the United States pays a

larger subsidy to four American ships owned by the International

Mercantile Marine, namely, the New York, Philadelphia, St. Paul, and

St. Louis, than is paid by any foreign nation for similar service.

This country pays to these ships an annual subsidy of about $735,000,

and obtains practically nothing in return for this except the carrying

of the mails on these steamers, which, at regular rates would amount
to only a trifling fraction of the amount of the subsidy. As a

matter of fact, most of our mail goes forward on foreign ships,

as they are much faster and they sail more frequently, the sub-

sidized American ships being among the smallest and most out-of-

date steamers in the North Atlantic trade.

The extraordinary large profits in the steamship business show that

steamships can be operated profitably under the American flag with-

out a subsidy, in spite of the somewhat higher wages and better living

requirements of American seamen; therefore it will be well-nigh im-

possible to obtain a subsidy simply to make up the extra profits pos-
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sible under foreign flags. For the same reason we will never have

an American merchant marine unless it is established by the Gov-
ernment, because such private capital as may go into the foreign

shipping business will operate under foreign flags to get the benefit

of cheaper operation when the dangers of war are passed.

CARGOES NEEDED, NOT SHIPS
(By JS. W. Saunders and Thomas C. Thacher, in House Report No. 1149, part 2,

Second Session, 63rd Congress, September 15, 1914.)

It is true that the opportunity for South American trade exists

—

it has existed for many years—but for reasons that need not be

restated, this opportunity is greater today than at any time hi the

history of our country.

But the doors of this opportunity must be unlocked by other

agencies than Government freighters. The keys to these doors are

chiefly credits and exchange. Provide the goods required by South
American countries, extend the credits and afford the prices that

they demand, and there is no lack of carriers to furnish the neces-

sary transportation at attractive rates. There was not a line of

testimony taken by the committee showing, or tending to show, that

there was a single American shipper who had a South American order

that he was unable to fill for lack of ships, or that he had goods

in a South American port which for the same reason he was unable

to move. It is true that for a short period following the outbreak

of war in Europe, there was a temporary paralysis in international

traffic, due, not to a lack of bottoms, but a breaking down of the

facilities of international exchange, and the apprehension of possible

mischief by German cruisers.

For these reasons exporters suspended business for a time. But

affairs are rapidly becoming normal in this respect, the menace of

the German cruisers has been removed, a war-risk bill has been

passed, and the bankers have made, or are rapidly completing, the

necessary arrangements for exchange. The newspapers from the diff-

erent harbors report plenty of cargo ships in port, and deny that there

is any cargo congestion due to lack of bottoms. Recently the agents

of the Lamport & Holt Line have pointed out that their fleets, which

represent a very large capital and operate in the South American

trade, are only partially employed, a large portion of their tonnage

being either laid up in port awaiting business, or sailing with part

cargoes. It has also been pointed out that many cargo steamers are

leaving New York for Europe far short of their capacity in the

way of grain and general cargo. Indeed, the interruption of the Euro-

pean trade will of necessity turn loose many tramps eager for car-

goes to South America and return. So that the present problem is
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by no means one of ships; it is essentially one of cargoes. The

Treasury may provide the money to purchase ships, but these ships,

like the other idle ships, will wait on the cargoes that must be secured

through other agencies.

LETTER FROM MR. RICHARDS TO PRESIDENT WILSON
OPPOSING GOVERNMENT-OWNED SHIPS

New York, August 20, 1914.

To His Excellency Woodrow Wieson, Esq.,

President of the United States, Washington, D. C.

Sir: I am a natural-born American citizen; my business is that

of steamship broker and steamship agent.

As shipbrokers this company of which I am a diretcor negotiate

charters for trades in every part of the world; there being very few

American steamers on which to negotiate, our work is principally

done on foreign steamers.

We do the exclusive chartering of a good many companies on this

side, among others the Dupont Co. who import nitrate extensively

from Chile, and as brokers it has been our privilege to serve our

Government under your administration.

Within the past few days we have closed two Norwegian steamers

for cargoes of coal to the Argentine and a British steamer for grain

to the United Kingdom or French ports. We have in hand at pre-

sent for grain, cotton, coal, or any other export cargoes 25 steamers,

all rather near at hand. The statement of our neighboring brokers

is that there are probably 60 to 70 steamers, if not more, about ready

on this side, open for trans-Atlantic or other business. As brokers

we probably hear of every order that comes into the market for a

cargo of grain for export. Some of the steamers we have in our

hands prefer grain cargoes to any other business. Merchants tell us

that it is almost impossible to work such business at present, and

consequently we can not fix these steamers which we have.

With this knowledge of the practical situation we are more than

surprised to read in the papers that the Government is contemplat-

ing spending $25,000,000 to buy steamers "because transportation of

the products of this country can not be obtained otherwise." This

is unquestionably contrary to the situation; transportation is avail-

able and plenty of it; but with large quantities of cargo available

merchants can not, for other reasons, effect sales. They tell us that

their principal difficulty is that of credits and exchange, with only

a limited amount of positive buying orders.

As a broker, if the Government should decide to purchase such

boats I should immediately endeavor to negotiate the sale of suit-

5
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able steamers to them, but if the reputed need for transportation does

not exist the contemplated step does not apparently get at the root

of the trouble.

I have thought that you would prefer that those who are very

actively engaged in marine transportation business should write

and tell you their knowledge of the actual facts, which is the explana-

tion for this letter, and if I can be of any practical aid my ser-

vices are at your disposal.

I have the honor to be, sir, respectfully,

(Signed) Loweu, Lincoln Richards.

SHIP SUBSIDY AND ITS MISSIONARIES
(From editorial in the Arena, Volume 35, pages 201-2, February, 1906.)

The high financiers who are behind the ship-subsidy steal are in-

dustriously laboring and lavishly spending their money to secure

the passage of a measure that will enable a few over-rich men to

get their greedy hands into the public treasury and further despoil

the farmers and the millions of wealth-creators of America. The
money they are after must necessarily come from the tax-paying

millions, and let it not be forgotten that the very rich pay propor-

tionately very little of the taxes. They have various methods for

evading the burdens which the poor have to meet. Frequently they

succeed in having their property rated at a pitifully insignificant figure,

wholly out of proportion to its value.

Nothing has been more clearly shown than that subsidies do not

helpfully stimulate commerce. France furnishes a striking example

of this fact. Her heavy subsidies, though draining the treasury,

have utterly failed to produce the results anticipated; while the com-

merce of Norway in proportion to her wealth and inhabitants makes

an exceptionally fine showing, without any subsidies whatsoever.

If our cormorants of privilege who are seeking a subsidy succeed, the

tax-payers will be called upon to meet a new burden, while another

privileged interest will acquire millions of dollars from the public

treasury.

OBSTACLES NOT REMOVABLE BY SUBSIDIES

(From Report of Commissioner of Navigation for 1909, page 63.)

American capital is not predisposed toward the sea at present.

Much less is American labor so predisposed. With a vast amount

of productive land, permitting almost any industrious man who wishes

it to own his own home and raise a family, the United States stands
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in a different relation to the ocean than do England, Norway, Italy,

Japan or even Germany. The surplus population of those coun-

tries must emigrate or follow the sea. Low as are the wages of Ger-

man sailors, they compare not unfavorably with wages in German fac-

tories. In all branches of ocean transportation where one terminal

is at a foreign center of sea labor, such as Liverpool, Antwerp, Genoa,

Marseille, or Hong Kong, a steamship under the American flag is

not at an insuperable disadvantage compared with the same ship

under a foreign flag, because under either flag the ship can draw

its crew from the same labor market. But in trade to South Ameri-

ca, for example, where there is not native seafaring population, the

conditions are different. The American ship out of New York for

Rio de Janeiro must pay New York wages, while the British ship

from Liverpool, the German ship from Hamburg, and the Italian

ship from Genoa pay the wages of those ports. Those wages to a

very great extent are governed by the general rates of wages of the

country, and those general rates in turn are the product of many
factors, of which legislation is not usually the principal.

UNSUCCESSFUL WHEN TRIED IN THE UNITED STATES
(From the New International Encyclopaedia, Volume 15, page 792.)

From 1848 to 1858 the United States Government expended a total

of about $15,000,000 in subsidies without any manifest benefit to the

American marchant marine. The United States Government gave no

further mail subsidies until 1866, when a line from New York to

Rio de Janeiro was subsidized to the amount of $250,000 per annum.

One year later the Pacific Mail Steamship Company was granted a

subsidy of $500,000 a year for a monthly service to Japan and

China via Hawaii. In 1872 the company offered to double the service

for an additional $500,000 a year. With some difficulty a bill author-

izing such a contract was passed by Congress in 1873. It was after-

wards discovered that the company had spent more than a million

dollars to influence Congressmen to vote the subsidy. As a result

of this disclosure and of the subsequent failure of the company to

comply with the conditions imposed, a new contract was abrogated

by the Government. The Pacific Mail Company, during its ten years

of contract service, received $4,583,000 in subsidies. In that period

there was no increase in the trade of the United States with the

Orient that could not be traced to other causes than subsidized mail

service, and the general merchant marine declined steadily.
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