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PROBLEMS OF MARITIME SHIPPING AFFECTING IATIN AMERICA
lote by the Secretary-General

I. INTRODUCTION

The Economic Conmission for Latin America (ECIA) adopted at its first session
(Santiago, 25 June 1943) a resolution on Transport and Communications. In this
resolution the Cormission took note, inter alia, of the exceptional importance of
the problems of transport affecting Latin America, and considered that further
gtudy of these problems was needed, including the question of fair freight rates
for the foreign trade of the countries of ILatin America. It recommended that the
Transport and Communications Commission be requested by the Economic and Social
Council to make such a study.

The Economic and Social Council, at Its Seventh Session (19 July -

29 August 15483) after examining the recormendation of the Economic Commission for
Latin America, requested the Transport and Cogmunications Commission to make a
further study of the problems of maritime shipping including freizht rates
affecting Tatin America, in order to facilitate consideration of these matters as
soon as possible by the Fconomic Commission for latin America.

The Transport and Communications Commission, at its third session, on the
basls of the extracts from the discussions of the latter question during the first
sesgion of ECLA and during the Seventh Session of the Economic and Social Council,
came to the conclusion that the nature and details of the problem had not been
gufficiently brought out and that therefore it was unable to consider in what
manner the problem could be dsalt with, and adopted a resolution on these lines.

At its Ninth Session (Geneva, 5 July - 15 August 1949), the Economic and
Social Council, having considered the resolution adopted by the third session of
the Transport and Communications Cormission on problems of maritime shipping
affecting latin America, and in the light of the resclution adopted in the
meantime by the Economic Camission for Iatin America at its second session
(Havana, 29 May - 1k June 1949) (Annex I), adopted the following resolution
(No. 227 (IX) D):

"The Economic and Social Council

Instructs the Secretary General
1. To request from the Goverrments of the Iatin American countries their
precise views on the problems of maritime shipping, including freight rates,
affecting Iatin America, and to obtain whatever information may have been already
/collected by
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collected by the Economic -Cotmission for Latin America, which would enable the
Transport and Communications Commission to determine the elements of the question;

2. To communicate the extracts of the swmary records of the Transport and
Sommunications Commlssiont's discusslon concerning this gquestion to the above-
mentioned Governments; .

3+ On the basis of the replies from Govermments, to collect any further
relevant information; ‘ ,

L, To forward the views of the Governments and such information as the
Secretary-General may have collected to the Tranéport and Communications Cormission
In order to enable the Cammission at its next séssion to consider in what menner
the question can best be dealt with.”

In compliance with the resolution quoted above, tﬁe Secretary-General
communicated to the Iatin American Goverrments the extracts of the Tranéport and
Communications Commission's discussion concerning this question and regquested from
them their views on this problem. The Secretary-Geheral also approached the
Executive Secretary of the Economic Cormission for Latin America in order to obtain
from him whatever information might have been collected byithat body on thie
question.i/‘ The Secretary-General finally erndeavoured to collect further
information from other sources.

Herewith are presented: o

I The views of those Iatin American Govermnments which have already replied

- to the Sscretary-Generalts request. |
1T, coms aspects of maritime shipping in Latin American countries.
11T, A survey of the maritime problems affecting ILatin America discussed at
inter-govermmental meetings from 19%0 up to tﬁe preseht.
V. Further information collected by the Secretary—Generalf
Remark: . ‘

The Sscretary-General intends to circulate to the members of the Cbmmission at

a later date further information on some of the maritime problems under

consideration, should such information be available in due time.

;/ The relevant correspondence is reproduced in Annex II for Informetion.

/II. VIEIS OF
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IT. VIEWS OF LATIN AMERICAN GOVERNMENTS RECEIVYD AT THE TIME OF
WRITING OF THE PRESENT NOTE

The replies to the Secretary-Generalls request received up to the time of
writing of this note are those from the Governments of the Dominican Republic and
Ecuador. The text of the relevant parts of these replies ia set out in Annex ITT.

The Goverrment of the Dominican Republic indicated that for its country thers
are no maritime problems of international nature and that the freight rates are
tixed by the United States Atlantic & Gulf-Santo Domingo Conferencs.

The Govermment of Ecuador expressed the opinion that its main problem is to
obtain reasonable maritime freight rates so that Ecuadorian products may find an
easy market abroad. Maritime freight rates for the main exports are also cited in

the replys.

/ITI. SOME ASPECTY
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TIT. SCME ASFECTS CF MARTTIME CHIPPING IN
LATTN AMERICAN COUNTRIES

Shinning nrovides the most important means of travel anld commerce between
the northern, central and southern parts of the American continent on the
one hand anl the other continents on the other hani. Overland travel in
Central and South America is difficult anl very often impossible owing to the
natural geogranhy. Moreover, aviation will prebably not, anyhow in the near
future, be comvenient for the economic transportation of many commodities such
as ravw naterials carried in bulk. 5Shipping remains, therefore, the most
adequate means of transport permitting the maintenance of a convenient economic
link among the American Renublics and between them and the other continents
of the worll.

The exports from Latin American countries consist mostly of raw materials
end agricultural products, and their Imporis of menufactured products anid a
comparatively small amount of raw materials. Exports and immorts were in the
past mainly directed to and from Furopean countries and North America.

Transportation of these gools was mcstly carried in Foreirn bottoms, and
the Latin American ports were visiteld regularly by vessels of many nations,
mainly U.S., British and German, but vessels of about a dozen other Buropean
nations also participated in the traffic. From 1930 up to the Bscond Vorld
War, Japanese shipping companies improved and developed their services to Latin
Anerica, especially to the west coast of South America and the Caribbean ports.

ring the same period, U,S. flag services to Latin America were greatly
dgveloped. Mention may be maie in this particular instance of the fact that
under the U.S. Merchant Marine Act of 1936, a construction progremme was
alopted for ehips suited to the needs of the Western Hemisphere.

Roezular services on inter-fmerican trade routes were secured during 1920
by vessels of 16 nations. These vessels carried about 72% of the total volume
of United States imports from the other Americen Republics and 43% of the total
volume of United States exports to this region. It has to be noted that of the
totel volume of United States cargo carried in 1939 by lines operating in
regular services on inter-American trade routes, 86% of the U,S. imports ani
77.5% of the U.S. exports were carried by U.S. vessels and chgrtered foreign

L
tonnage .~

1/ U.s. Repdrt on the Inter~-American Maritime Conference. /Coastwise
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Coastwise shipping was in the past mostly securel by national vessels,
with the exception of passenger services, which remain in many cases in the .
hanis of foreign lines.

In the first quarter of the century, some of the Latin Americen countries
began o avgnent the number of their ocean-going vessels, this ﬁolicy béing the
norual consequence of the eXxpansion of théir peneral economy. It can be
stated, however, that ocean-;oing vessels under Latin American flags were still
often foreign-owmeld, with the eXception of Brazll, Chile anl Argentina, which
onerated ocean-going vesgels to an lmmortant extent.

The Brazilian Govermment, long before the Second World War, hed given
support to lines onerating to Iurope and the United States. Chile, during
the Zecade which »receled thils war acquired some molern merchant shins which
were put on the run between Chile and German ports viae New York., The efforts
made by several Latin American countries to create, molernize, or develon the

- k]

merchant fleet in oider to reduce their more or less complete depenience on
Toreign shipping alweys met with difficulties and the results achieved toward
this aim were not very satisfactory, owing in particular to the great
competition which existed before the war with some furopean countries, the
United States, and Japan, an? as well owing to the lack of the necessary
capital.' In this resnect, i1t is interesting to recall that an increase of about
409 of the Latin American merchent fleet took place during the period 1913~
1929, end that during the period 1929-1938 no further progress was achieved

and that even a smell decrease in the registered tonnage was experienced,
amounting to nearly h%.;/

The influence of the two world wars was baily felt by the Latin Ameriban
countries, which found themselves, owing to the lack of »rover shipping
facilities, without the necessary means for thelr export-import trade. They
consilered, therefore, that the Zevelopment of meorchant fleets of thelr own
was a matter of nrimary interest. This trend of ovwinion has spreal, and
sore countrieg have alrealy embarked on programmes for developing their merchant
marines anld to create o modernizZe all facilities and conditions relating to

maritime traffic.

;/ Preparatory Jdocument by the Secretariat for the second sesslon of the
Economic Commission for Letin fmerica, T/CH.12/82, .

/The changes
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The changes which took place from 1 Sentember 1939 to 30 June 1949
in the merchant tonnage of the following Latin American covntries are given
belew. The figures lieted concern vessels of 1,000 gross registered tong
and over, excluding vessels used on inland waterways, lekes, snd vessels of

. 1
gnecial types:

COUITRY, 1 September 1939 30 June 1949
Armentina : 196,000 629,800
Brazil 414,000 640,000
Chile 154,000 159,500
Cclombia -- 36,500
Cuba 17,000 2k 600
Dominican Republic 2,000 3,400
Ecualor - 9,9C0
Honluras 82,000 378,700
Mexico 2k ,000 103,400
Nicaregua 3,000 7,500
Panoma - 719,000 2,948,300
Peru 26,000 77,300
Uruguay 14,000 : 69,700
Venezuela 70,000 130,100

It must be mentioned that this table dces not reflect with great accuracy
the exact tornage of each fleet, ovwing to the fact that many coastwise vessels
are of a tonnage below 1,000 gross tons. As recards Panama and Honduras, it
is necessery to vwoint out that the great importance of thelr tonnage and its
increage Juring this neriod 2oes not reflect with accuracy the corresponiing

chenges which occurred in the sconomy of these countriles,

1/ Ref. United States Maritime Commission.
/IV. SURVEY OF
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IV. SURVEY OF THE MARITIVE PROBLEMS AFFECTING LATIN AMERICA DISCUSSED AT
INTER-GOVERNMENTAL MEETINGS FROM 1940 UP TO THE PRESENT
The inter-govermmental méetings considered in this document are the following
and. are listed in chronological order:
- (1) Meetihg of the Foreign Ministers of the American Republics, Panema,
1939. '
) Inter-American Financial and Economic Advisory Committee, 1940,
) Inter-American Maritime Conference, Washington, 1940,
) Inter-American Economic and Social Council, 1946-1943,
) Ninth Intermational Conference of American States, Begota, 1943,
) Commission on Commercial Co-operation of the Inter-Americen Economic
and Social Council; 1949,
- (7) Inter-American Economic and Social Council, November, 1949,
A DPrief survey of the work done and the decisions adopted at these inter-
govermmental gatherings is given hereafter:

(1) Meeting of the Foreign Ministers of the American Republics /Panama, 1939)

At the meeting of the foreign ministers of the Americen Republics which was
held in Panama (23 September - 3 October 1939), a resolution on "Economic
co-operation" was adopted. It was decided by this resolution to establish in
Vashington, not later than 15 November 1939, an Inter-Americen Financial and
Economic Advisory Committee consisting of 21 experts in economic problems (one for
vach of the American Republics).

Among the functions ascribed to this Committee were, inter alia:

"Po study and propose to the Governments the most effective measures for
mutual co-operation to lessen or offset any dislocations which may arise in the
trade of the American Republics and to maintain trade among themselves, and as far
as possible, their trade with the rest of the world, which may be affected by the
present war., . ."

"To study measures which tend to promote the importation and consumption of
products of the American Républios, sspecially through the promotion of lower
prices and better transportation and credit facilities,”

Among the recormendations made to the Governments of the American Republics

by the foreign ministers at this meeting, mention can be made in particular of the

following:

/"To take
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"To take measures in accordance with their own respective legislations, with
a view to avoiding increases of rates or premiums to an extent not justified by
the speclal expenses and risks incurred because of the present state of war, by
shipping companies which maintein transportation services between the couﬁtries ‘
of the continent, and marine insurance companies operatlng in their terrwtorles...;
"Po study the possibility of reducing to & minimum conoular fees on menifests
of vessels in the above-mentioned services, so as to make possible the shipmant
of reduced quantities of commodities which require rapid and special transportation
"To study the possibility, in accordance with their legislation; of redueing
to a minimum, port, senitary and other formalities applied to the traffic of 
merchendise tetween the Americen Republics,"

(2) Inter-American Financial eand Economic Adv1sory Comm1ttee (lQLO)

Tursuant to the resclution adopted by the MeeulntD of Foreign Ministers this
Committee was set up and.its secretariat work was assuged by the Pan-Amerlcan
Union, L » | _

A certain number of sub-committees were formed., To one of these,
conmunlcatlons from the Republlce'of Cuba and VenezueWa vere referred.

The Govermment of Cuba suggeutea the convening of a con?erence of
representatives of snippln{‘3 companles and of meritime expert" of the governments
of nations of the Western Hemlsphere for the purpose of ma¢nta1n1ng reasonaole
freight rates and distributing in a just and eqw1tae¢e menner the cargoes o
transported by the various countrwes of the American continent. The Govermment
of Venezuela, on. the other hend, suogested that a studv be made of the oS 81b111ty
of prohibiting certaln marltime practice of reuuclna port dues and charges on
ships, as well as freight end pascenger rates, and &lso that con31aerat;on be
&iven to the establishment of en Inter-American Commission on Maritime Services -

On the recommendation of this sub- committee, the Inter—Amerlcan Flnan01al ‘
and Acvisory Ccmmittee approved the calling of a conference and decnded therefo”e
to invite the foreign ministers of all the Amerlcan Repr ics to send
representatives to an inter-govermmental marltlme conlerence to convene in

Weshington on 2 Octover 1940,

;/ The Pan American Union became in 1943 the general secretariat and permanent
central organ of the Organizeticn of American States,

/(3) Inter-Americen




ajoNecy vy

Tage 11

(3) Inter-American Maritime Conference, (Washington, 1040)

A

An analysis of the discuscions on the main problems dealit with by the
Conference is given below:

Trangportation of Ccmmerce of the Nations of the Western Hemisphere -
needs and neans of facilitating

Ihﬂthe_r§pgrt_preseﬁted by the United Ctates delegation, a survey of the then
exicting shipping'facilities~was given, eand in partibular,lmention vas made of the
increases -of the number of U.S. vessels which had already dbeen. pWaced on
inter-fmericen fraue It wes meniioned, inter alia, that as far as 1t was
possidle to fo“esee the situstion which would exist at the end of the hostili ties,
the incrsased economic inte: r~depsnlence of the nations of the Western Hemispliere,
and, as a consequence the increased trade, would continue as permanent factors,
Moreover, tnanxs to t ‘e modorn shi pbullding progremme of the United States, there
seemed to,be gOme Plnd ‘of absurence as to the number and adequacy of ships in the
pest-var perlod to carry'the~1nter*amerlcan wrcde, ‘

Tre trend of oplnlon ‘and . the views exprsassed in the course of the debate on
this parti cular 1tem were. favouring the 1nvreaee of permanent maritime =services.
among the_qouq@rles of the Western ﬂemlsynere, special attention being given to
the establistment of direét services end to the creation of free ports in
apbron“late place . .

The Conference adopted Four rpsolutionu (cee Annex IV (a), (b), (c) and (4))
cOnCernlng_the 1nter-Amerlcan steamship end trensshipment facilities, the
ma1n+enance of resent inter-American services, the transportation of perishable
rroducts und the establl thment of - froer’rts. .

J.

“Oczan ireisrht Rate Problems - Self Rep wlation = Governm ental Regpulation

This item of the e genda -covered one of the most lumportant if not the most
impcrtant of allbthe subgects_discussed by the Conference . Many reporte,
recommendations and draft resolutions‘Were submitted by a greaﬁ ﬁumber cf
delegations, 4 o

The experience of the United States with respect to the making of ocean
freight retes for the transportation in foreign trade over a period of years,
giving special consideration to the‘frade with the Latin American Republics, was
Gescribed in a document presented to the Conference by the United States

delegation,

The main points set forth in this U.5., document may be sumnarized as follows:

/- Passenger
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- Passenger and liner services &re an essential link betveen the American
countries and most of the services which exist have been devéloped over & period
of yeare,

- A stable rate structure which will vermit carriers to earn enough revenue
over a period of years to cover the costs of operation and to provide for
depreciation, interest, overhead and fixed charges is necessary for the continuity
o these services and their further development,

- Lines operating without conference agreements or other stabilizing
influences may engage in rate wars as the experience of the past has proved, a
gsituation which is harmful to trade and causes disintegration of services,

- Rigld govermment contrel of ocean rates is not advisable owing in
varticular to the inherent difficulties of regulating intermational shipping and
therefore the conference system is useful,

= The continuance of the conference system will allow carriers to maintain
and improve frequent, fast, and efficlent service.

Various memoranda, recormendétions and draft resolutions were also
gubmitted by other delegations.

The role and practices of freight conferences wers discussed at length and
govermmental action towards & direct or indirect ¢ontrol of freight rates was
revieved,

Some representatlives considersd that the contract system as it was in use
censtituted in fact a kind of monopoly and in particwlar that the interests of
the producing entities in each country of Iatin America were not always consulted
before the rates were fixed, Complaints were made for instance about the use of
the deferred rebate systen,

Recommendations were made for the suppression of differential tariffs
applied by shipping companies to gocds destined for certain specific countries,

A vroposal was made for the fixing of rates on & ton-mile basis and it wes
suggested also that the freight rates of the basic products of export of each
country should be fixed in such & menner that the basis of the rate should vary in
accordance with the changes in price of those articles in different markets; the
manufactured products should be clascifled in the crder of their value for
rurposes of fixing thelr rates.

Considering that freight rates, in relation with Latin American ports, were
too high and exceeded by far, propcrtionally, the rates which prevailed between

/ports
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perts separated by much greater distances, a draft resolution was presented by a
Goverrnment in which the Conference was asked to indicate notably to the existing

steamehip confersnces that in the fixing of rates & uniform tariff based on the

o

istance between the respective ports and the value of the goods transported
skould prevail, Moreover, so long as ldentical port charges would not exist for
all the ports of the hemisphere, the items corresponding to freight and those
referring to port cherges should be listed separately.

It was stated in a draft resedution submitted by one delegaticn that factors
of an intermal nature existed which affected the cost of operation of vessels and
consequently influenced rates and therefore that it would not be equitable to ask
nations possessing merchant merines engaged in inter-continental services to
bear the additional cost of such service, The study of the creation of a ccmmon
Pan-fmerican fund which would serve to finance inter-American maritime
transportation and contribute ‘to Bhe stabiligstion of rates was advocated,

e opinion was expressed the&t the fixing of rates through freight
conferences, with the approval of a govermment, ssemed to be the best method,
because if the freight rates are controlled directly by the various govermments,
and taking into account the conflicting legislations in various countries, this
would lead to greater difficulties rather than to a gimplification, and also
that it did not seem appropriate to have the freight rates controlled by a central
commission, since the Interests of each nation did not always coincide, (¥or
example, at the time the Conference was held, the Brazilien legislaticn forbade
the contract system vwhich was permitted in the United States legislation),

A memorandum on marine insurance was also presented to the Conference in
which a proposal vas made to consider the advisability of adopting a uniform
system of adjustment ol general average in the American continent on the basis
stipulated in the York-Antwerp Rules of 1924,

The Conference adopted then, following the long debate which tock place on
this importent item of the agende, two resolutions (see Ammex IV (e) and (£))
one dealing with ocean freight rates problems and the other concerning the general
average and Ycrk-Antwerp Rules,

Port Dues, Charges, Taxes and Other Tmpests on Shipping, Desirability of
Uniformity - Posgibility of Rsduction

The Conference was presented with a cetailed end extensive report on this

sub ject, prepared by the United States Govermment.

/The object
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The object of this report was to_provide infoymation on the subject of port
dues and charges so that consideration might be given to changes vhich might
facilitate the flow of commerce betwsen the American Republics. The report
included as well a study on the menner in which port dues, texes, etc,, are
administered and collected and the effects of these dues and charges on ocean
freight rates and on the national economy.

A special study was made in this report on the relationship between the
following elementey freight rates, port dues and charges, and the gross freight
revenues, This study shoved that the port dues and charges ranged from about
6.1 to 11,3% (for the voyages analyzed) of the total turn-round voyage revenue,
Assuning that a 50% reduction were made, the corresponding reduction in freight
rates would be from 3 to 5.6% ani such & reduction could have been conceivably
Justified, But in considering the effect of the said reduction in units of a
long ton it appeared that it would not be of great significance aé far as the
price paid by the ultimate consumer of the gocds was concerned, (In the case,
for instance, of the rate of $25 per ton, a reduction of &% would be $1,5C or
6.7 cents per 100 pounds), The report then concluded that the ultimate purchaser
or consumer of goods could expect little benefit from this procedure, and
consequently that the application of a general reduction in port dues and
charges could hardly produce a marked increase Iin the inter-American treade.

The report mentions, moreover, a number of sugrestions made by persons
encaged in the handling and transportation of goods, These suggestions were
presented with a view to facilitating the inter-~American trade and shipﬁing and
in particular to reduce delays in the handling of vessels and cargo, as for
instence: 7

- the need for greater uniformity of port dues and charges and for their
publication in due time; ;

- the need for greater uniformity of rules and regulations at the ports
(with particular reference to providing for standard definitions for the various
services rendered);

- the need for uniform consular documents, wniform fees for sets of
decuments end their legalization;

- the need for a revision of fines systems in use in certain ports., In
some cases, it was considered that such fines were a deterrent to the free flow of

trade.,

/In the course
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In the course of the debate it was pointed out that it would be profitable
to creete or improve in many ports the maritime police services and also to
establish in every port of importance a permanent service of inspection and visit
by the customs, health, police and immigration authorities.

The responsibilities that devolve upon shipping companies for the cartasge
of carco were considered and it was suggested that appropriate regulaticns be
established, i

One of the representatives, claiming that the existing differences in port
charges in the various countries constituted one of the principal reasons for the
maintenance of high rates, asked the Conference to agree to recommend the
starderdizaticn of port charges, end to fix them in a currency which would be
talten as a basis or in the respective national currencies at their gold
exchange value.

Moreover,‘it vas suggested that every possible step e taken in order to
have the Govermment of the United Stetes revise the tolls for transit through the
Panama Canal by the merchant vessels of the American countries on the Pacific
coast, One delegati§n even proposed & reduction of 504, The Conference, however,
did not take any action on that particular point because it took into account the
impossibility of bringing about a change in tolls in favour of any country or
group of countries owing to the obhligations of the United States arising from
existing treaties. '

The Conference adopted two resolutions (See Amnex IV (g) and (h)) dealing
respectively with the questions of "Full-time Service and Inspection and Visit"
and of "Port Dues, Charges, Taxes and Other Imposts on Shipping".

Fouitable Distribution of Cargoes in the Inter-American Trade, Pocling of
Freight

A report was submitted to the Conference which had been prepared by the
United States Maritime Commission end commented on by a member of the United
States delegation, The paper surveyed the problems relating to the equitablie
distribution of cargoes. Some details were given as to the origin of conference
rates and the means of self-regulation that they provide through the control of
rates and also of the ways in wvhich carriers gradually entered into pooling
agreements aiming at the equitable distribution'of revenue or traffic, Such
pools are directly or indirectly related to conferences and their primary object

is to regulate competition between contracting lines, This procedure benefits

/the lines
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the lines themselves and also the shippers and receivers of cargo.

Tt is stated in the above-mentioned report that the main édvantages of the
pooling of freights are the following:

It stebilizes trafiic and trade conditions by essuring the carriers of an
equitable distribution of the revenue derived from cargo carried, and by
eliminating or at least reducing costly competition for traffic. The
distribution of revenue between pool lines 1s based in part upen sailings,
therefore the regulation of the departurs of the vessels of pool lines assures
to each a minimum of interferenze or competition from the remaining partners.

On the other hand, the lines which are not parties to an agresuent share, however,
to a certain extent, the benefits of stzble trade conditions and the shippers

and receivers are in & much better position to meet the reguirements of the
trade, Pool agreements also tend to reduce the temptation for carriers to adopt
unfair methods of competition such &as secret rebating and rate cutting. Finally,
the pooling of freight tends to protect the position of weaker or inferior lines,
parties to the pool, by assuring them a share in the traffic, In 1939 ten
pooling asreements existed between United States ports and ports of the other
American Republics, '

With regard to governmental intervention ~ not in the sense of regulation
or supervision of private pooling agresments but in the nature of direct
restrictive or preferential action to allocete cargo to national flags -~ the
opinion was expressed in the report that the intended efiect of such intervention
wvas to exclude the carriers operating under tie flag of other nations from
participation in the traffic of the country concerned. Consideration was given
to the difficulty of dividing trade between national flag lines, as steamship
services couid most often only be cperated successfully by calling at different
ports in different countries.

Some delegations, however, were of the cpinion that the practice which had
prevailed for a long time in the maritime traffic and which consisted for
shipping companies in entering into pocling agreements under which they
distributed equally the proceeds of freight rates, in 6rder to eliminate
competition, constituted a cleer case of mbnopoly and should be abolished, This
point of view was very much debaved,

It was also suggested in a memorandum presented by one'representative that
the Govermments of the American countries'permit participation in the maritime

/trensportation
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transportation of their respective cargoes of freight destined to regions or zones
under their jurisdiction, to vessels flying the flag of any other American
nationality which may solicit such traffic,

The Conference adopted & resolution (see Annex IV (i)) concerning the
transportatign of cargo.in national vessels.

Consideration of Susgestions for a Continuing Procedure for Dealing with
Shipping Problems in the Americasg

 The question of creating a permenent entity for matters of inter-American
maritime relations such as en Inter-Americen Maritime Commissicn was discussed .
at length by the Conference which adopted & resolution (see Annex IV (J)), by
which the Intér-American Financial and Economic Advisory Committee was requested
to undertake the necesséry studies for the organization of a technically gualified
inter-American group which would study all appropriate measures relating to the
development of intér-American maritime transportation,

Summary of the Work of Egg_gggigggggg

The following'inferences may bé drawn from the above survey on the
Inter-American Mafitime Conferéncé.

- The Conference tqok piace after the beginning of the second world war and
many of the problems it had to deal with were directly or indirectly connected
with the affects of the var on Latin Americen shipping., The Conference, however,
in the course of its work, acknowledged the fact thatAmany of these problems did
not in some ways, originate exclusively from the war time conditions which then
prevailed, and consequently that they ought to be tackled in a broader manner
with a view to finding the best methodé end solutions for maintaining and
developing - after the cessation of hostilities - the shipping trade among the
nations of the Western Hemiéphere. , ‘

-~ The Conference in considering the question of trensportation of commerce
of the Western Hemisphere reached the conclusion that certain regions of the
Americas did not possess the proper shipping facilities. It recommended that the
Governments of the American Republics make joint efforts for the maintenance and
development o¥ the establishment of direct services which would better unite
economically the nations of America., .

Towards this aim, the conference recommended in particular that a special
study be made of a plan for the hﬁprovement of the tramsportation and storage of
perishable products and for the eétabiishment of free ports in places which may

appear the most advantageous, /- At the time
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- At the time the Conference was held, ocean freight rates had increasged to
a very great extent., This rapid increase was mainly due to war conditione;
however, the study of this problem proved that the war was not solely
responsible for such high retes and that for instance factors of an internal
nature existed which aflected the cost of operation of vessels and consequently
influenced rates (such as, cost of services, lack of proper facilities,
currencies, etc.). The questicn of the fixing of retes through the conference
system was discussed at length, as well as the action taken by some conference
lires, It was finally admitted that the confersnce system wes on the whole the
best method to be used, provided that particular attention be given to the
desirability of avoiding that such conferences may take arbitrary action whick
could lead to unfair practices, The Cor:ference was of the opinion that
goverrament intervention in the dealinss oFf such conference lines ought to be of
a limited and not too rigid character. It ig interesting to note also that the
Conference recognized that no single criterion or list of criteria could be
formulated for equal application in all circumstances in the determination of
freight rates. In this connexion 1t was deemed essential thet every endesavour
be made to accord the fullest possible consideration to all the lmportant
interests concexrned. ‘

- In the course of the study of this subject; the Conference accepted the
views presented by one of the govermments concerning the York-Antwerp Rules,
192hk, 1.e., the advisability of having a uniform system of adjustment prcved
that in fact a general reduction in port dues and charges would represent great
difficulties and inconveniences in its application and that in return the
ultimate purchaser or consumer of goods could expect little benefit from this
procedure; congequently that such & wethod coculd hardly produce a marked increase
in the inter-American trade.

The analysis of the guestion of port dues, cherges, taxes and other fees
imposed on shipping revealed however that the modification of certain policies
and practices would be greatly beneficial to maritime tralfic,

The Conference recommended, inter alia:

- the general establichment of permanent services at ports and a greater

‘uniformity in their rules and regulations;
- a greater uniformity of port dues and charges;
- the adoption of changes in bills of lading;

/- a greater
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- 8 grester uniformity in consular documents snd reduction of special fees;

- the proper publication by each country of all information concerning

these matters.

The solution of the problem of the equitable distributicn of cesrgoes in
inter-Americsn trade was discussed on the basis of various proposals, It proved
to be dependent to a rather large extent on tke policles of governments., The
Conference recommended therefore that each government should give sympathetic
consideration to the modification of any laws which restrict the transportation
of corgo to vessels of its own registry in trades other than those concerning
their coastwise shipping.

In order to prowmote maritime transportation between the nations of the
Western Hemisphere and to glve effect o the conclusions of the Conferenée,
proposals were made for the creation of a permanent entity 1n matters of inter-
American maritime relations, The adoption of such & scheme was cconsldered
favourably by the Conference which decided that the necessary steps for the
setting up of such a body should be undertsken by the Inter-American Finéncial
and Economic Advisory Committee, Owing, however, to developments resulting from
World Wer II, this Committee was prevented from doing enything further about
the matter and the technical body was never created.

As & final remark on the result of the Inter-American Maritime Conference,
it seems appropriate to say that for the first time, most of the main maritime
problems affecting the Western Hemisphere have been studied in a detailed menner
and that thenks to the valuable work performed in research and documentation by
varticipeting countries prior to the opening of the Conference, the decisions
adopted were in general based on factual data.

(%) Inter-American Economic and Socisl Council (1946-1948)

Soon after the end of the war, the Inter-American Economic snd Social
Council, which succeeded the Inter-American Financial and Economic Advisory
Committee, undertook to revive the study of maritime matters, in the light of the
decisions adopted by the Inter-American Meritime Conference, and of the
conditions which were then prevailing, The first tlme the Inter-American Fconomic
and Social Council had to desl with maritime transport problems was following
the recelpt of a letter dated 9 January 19h6, gent to0 the Chairman of that body
by the delegates of Cuba, Peru, Venezuela, FPanama, Guatemala end Heiti. The
object of this letter was to stress the fact that freight rates had increased
considerably since the beginning of that month (Jenuary 1945) and that this

/increase
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increase vas deemed very prejudicial to the economy of the corresponding
countries,

The question was then discusced and studied by the Transport Committee of
the Inter-American Economic and Social Council, but no concrete solution was
reached,

At the session of the Ccuncil of 7 February 1945, the Chairman of the
Trensport Coumittee gave an account of the negotiations which had taken place
with the Var Shipping Administration. That body had been requested to notify the
American governments In advance vwhen increases in freight retes were being
considered, The War Shipping Administration was also asked to furnish
particulars which could explain the rezsons for such increases.

Finally, the delegates of the American couniries were requested to prepare
a study on the influence of these freight rate increasss on the ccgt of living
of these ccuntrises,

At the next sesslon, & member of the Council recommended that the
possibility of establishing an Inter-American Merchant Fleet should be studied,
This suggestion found no response cther than consideration as a possibility,
Mention was made on this occasion of the Gran Colcmbiana merchant fleet, formed
by the Govermments of Venezuela, Cclombia and Ecuador,

The Council also took part in the preparation of tl.e basic agreement on
economic co-operation which was adopted in Bogota in 1048 at the Ninth
International Conference of American States, mentioned hereafter, and on that

occasion the Council again considered the problem of maritime trensport.

(5) Ninth Internationel Conference of American States, Bogota, March-May
10435 :

In Chapter 3 of the Economic Arreement of Bogota, which deals wit
maritime transportation, the following stipulations were made:

- "Article 33. The States acree to encourage and co-ordinate the most
effective use of their transportation facilities, including ports
end free pérts, sc as to satisfy their economic needs at the lowest
possible cost compatible with reliable and adequate service.

- Article 3Lk, The States agree to encourage the reduction of transportation
costs by all means possible, through the improvement of port conditions,
regulations affecting the working of ports and vessels, customs

requirements, and the lowering of fees and other charges and imposts

/that unduly
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that unduly restrict inter-American meritime trede.

- Article 35. The States shall erndeavour to remcve disecriminatory action
and unnecessary restrictions by govermments affecting shipping engeged
in international trade, so as to promote the availability of shipping
services to the commerce of the world without discrimination; assistance
end encouragement given by a government for the development of its
national shipping and for purposes of security does not in itecelfl
constitute discrimination, provided that such assistance and
encouragement is not based on measures designed to restrict the freedom

nl/

(6) Commission on Commercial Co-oneratinn of the Inter-American Feonomic
and Social Council (1649)

of shipping of all flags to take part in intermational trade,

The Commission on Commercial Co-cperation considered it desirable to prepare
a study on Inter-American Shipplng Problems, A resolution to that effect was
approved by the Commission on ik October 1949 (see Annex V.) which was
submitted to the Inter~American Eccnomic and Social Council at ite meeting of
10 November 1949,

(7) Inter-American Economic and Social Ccung™, Meeting of 10 November 1940

The rapporteur of the Commiscion on Commercial Co-operation, in submitting
the views of the Commission to the Inter~American Economic and Social Council,
and in particular the draft resolution it spproved on 14 October 1949, stated
that the question of maritime transportation was very important for all the
American countries and recalled that this question was discussed at the Bogota
Conference., The rapporteur, in pointing out that the sald Conference had not
solved this problem, mentioned that the Commission thersfore thought it could be
dealt with now,

One Council member called the Council's attention to the fact that the draft
resolution (Pexrt I) of 14 October 1949, referred mainly to port services but
did not tackle the important question of freight rates, a matter vhich was
raised at the Becgotsa Conference, Furthermore, he suggested that the Commission
on Commercial Co-operation should get in touch with conference lines in order

———

1/ See also Article 18 of the Final Act of the Ninth International Conference
of American States (Doc. E/CN.2/50/4dd.1, page 12, submitted to the third
session of the Transport and Communications Commission),

/to find out
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to find out hov freight rates could be adjusted in the American countries,
Tinelly, in referring to the second part of the resolution, which conzerned the
vays and means to be adopted Tor the completion of the whole study of maritine
transport, he stated thet epart frem the questionnaire to be submitted to the
governmental port authorities, it would alsc be advisable 1f members of the
technical secretariat of the Ccuncil would contact directly the countries
concerned in order to obtalin such data, 3Scme of the other wmcmbers of the
Council egreed with thege views,

The Council being of the opinion that it did not have enocugh information
on this question and that it should be given more time to study it, decided to

postpone 1ts consideraticn until its nert eemsion in Janusry 19°0, .

/V. FURTHER INFORMATION
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V. TFURTITR INFORMATION COLLECTED BY THE SECRETARIAT

The Secrebary-General, in compliance with the terms of the resolution
of the iconomic end Social Council (Ile. 227 (IX) D), enieavoured to have
collected ITurther parsiculars and date regardiing the problems affecting
maritine shinping in Latin American countries.

‘ Relference to official sources more particularly concerned with thece
problems has shown that the up-to-date infoimation available is {ragmentavry
in character. It has therefore not been nossible to obtain data which would
permit the complling of a genewal and anpropriate survey on this subject.
Perhaps because of this lacl of information certain interested govermments
and inter-govermmental organizations are taking steps to mecure in greater
detail, by means at thelir disposal, the relevant facts concerning shinping
in Latin Amsrica.

The Offize of Inteimational Trale of the Uniteld States Dencrtment of

Commerce, for instance, 1s at present studying the guestions of seaports

and harbourg and of merchant shi-wing and shinbuilding. This Department

has sent relevant questionnaires to the United States diplomatic

representatives in each country of the world.

The information requestel on seavoris and herbours covers mainly the
harbour conditions and port ani terminal facilities. It includes, inter

- the coniitions of storare foir various cehegories of goods;

- the question of stevedoring, to which particular attention is given
regarding the type of labour, the extent of its supply and regularity of
availability, its cost, the type of contracts and the regulations in force,
the restrictions or any other control which may be exercised in comnection
with employment of labour;

- traffic, its nature, with statistics for the nast five years, including
a discussion of congestion, 1f it exists, anl the cause of such congsstion;

- o description of any other important features, incluiing especially
the suitability of the wort and the éccumulation of supplies for the future;

- the sources of mabterials required in the oneration of ship rewnair

facilities.

/The gecond
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The second questionnaire is divided into two parts concerning

merchant shipoing and shipbuilling, resmectively. Their main topdcs
as Tollovs! '

(a) merchant shioonin-s

- the role of shipping in the national econory of the country

concerned;

- the relation of shirving to the govsrnment, the govesrcrental policy
in general, the organization end functions of the goverament denartments
in relation tc shi ipring;

o

the organization of the inlustry divided into trale fleot

forei

and domestic trade fleet and including among other data the composition
of the fleelt, the routes served, the compebitive status (conference

agy eements),

- the freight market, Ireight rates trends of shipning companies
(conference and non-conference mebers) or measures affecting or
controlling ocean Zreight rotes and Dassenser Tares, elther by industry

tself or by the governments, shivper organizations Tor caollective
bargaining with shipping compenics and conferences

- the i12le shipping, number and gross tomnage of vesgels of 1,000
groos tons and over by types (passenger, Ary cargo and tankers) laid
up for repairs or other reasons;

- statistics on traffic for carjo and passengers;

- storage anl cargo haniling.

(b) merchant shinbuiliin~

-~ analyeis of shipbvilding with special referemce to general level
of activity, capacity, labour and material availability and Tuture exnansion
1T contemplated, plans for construction of new merchant vessels;

~ shipbuilding equipment and ship components, adequacy of shipyards
thelir activities.

It ig reported that the Pan American Union is presently congidering some

aspects of the problem of the effects of maritime freicht rates on Latin
American countries. This stuly is being madie in collaboration with the

United States Maritime Commission. A comparative study of freight rates

for certain selecteld commolities (cyrurt and immor 5) covering varicus years
together with a commarison of the evolution of freight rates with the evolution

of prices for each commoldity is being contemplated. /1t is
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It is understood that the above-menticnel stidies are exnected to be
comnleted during liarch 1950,
¥ * *
In a?dition to the above information becring more particularly on
shinping Hroblems of Latin American countries, the Secretaiielt has nrenarel
a note of a general cheracter simanarizing the question of cormon maritine

freisht rates nractices. This ncte is anrenled hereto (see Annex VI),

JANTEX
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ANNEX I
RESOLUTION ON TRANSEORT
ADCTTED BY THE ECCHOMIC COMMISSION FOR LATIN AMERICA
AT TTS SECOND SESSION
(Havana, 13 June 1949)
"TIE ECONOMIC COMMISSION FOR IATTIN AMERICA:

TAKES NOTE of the Resolutione and Recoarmendations adopted at the Seventh
Session of the Economic and Scocial Cocuncil and at the Third Session of the
Transport and Communications Commission, relating to transport problems in
Iatin Americe;

REQUESTS the Executive Secretery to secure, at the appropriate time, the
services of economic and technical experts in the field of transport, for the
purpose of undertaking, with the co-operation of Governments, the appropriated
Specialized Agencies and other international orgenizations, a study of transport

problems in Iatin Americe,“

JANNEX II
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TO THE EXECUTIVE SECRETARY OF THE ECCHNOMIC COMMISSION FCR
TATIN AMERICA

ATTER FROM THE ﬁIPECTOR OF THE DEPARTMENT OF ECONCMIC AFFAIRS,

13 Sertember 1949
Dear Mr. Mertinez-Cabhanes,
I wish to refer to the resolution on "problems of maritime shipping
affecting Latin America" cdopted by the Economic and Social Council on
12 August 1949 during its Ninth Session, which reads as follows:

"The Econcomic and Social Council

Instructe the Secretory-~Gensral

1. To request from the Govermments of the Latin American countries their
precise views on the problems of maritime ehipping, including freight rates,
affecting latin America, arnd to obtain whatever information may have been
already colilected by tiie Economic Commission for Latin America, which would
enable the Transport and Corrmunications C&mmission to determine the elements
of the question;

2. To commmunicate the extracts of the summary records of the Transport
and Commmications Commission's discussion concerning this quecgstion teo the
above-mentioned Govermments;

3. On the basis of the replies from Govermments, to collect eny further
relevant inTormation;

4, To forward the views of the Govermments and such informetion as the
Secretary-General may have collected tb the Transport and Communications
Camissicn, in order to enable the Commiission at its next session to consider
in what menner the guestion can best be dealt with."

I wish to‘enclose for your infermaticon a copy ¢f the note verbale sent
by the Secretary-General of the United Netiocus to the Govermments of the
Latin American countries in pursuance of the atove resolution,

At the same time I should be very obliged to you if you would kindély, in
the light of point 1. of the Resoclution, forward to me whatever information
may already have been collected by the Economic Commission for Latin America
on this question.

Yours sincerely,

(signed) A. Goldet,
Director,
Department of Economnic
Affairs.

JIETTER FROM
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IETTER FRCM TEE FXECUTIVE SECKETARY CF THE ECONCMIC COMMISSION FCOR
TATTIN AVERICA TO THE DIFSCTOR OF TiFE TETARTIENT OF ECCNOLIC AFFAIRS

13 Cctober 1949
Dear Mr. Goldet:

This is in reply to your letler of 13 Scphember 1949 requesting me to
forwvard any informetion which the ECIA Oecretariat mey have collected
regarding maritime shipping probleoms and freight retes.

You will recall that the Economic and Sociel Council at its Seventh
Session, after considering the resclution on transport and cormunications
(E/840 page 56), adopted by the First Session of ECIA, together with the
Report of the Second Session of the Transport end Communications Commission,
adopted Resolution 147 (VII), which requested the Trensport and Commwnications
Cormission "to make further study of the problems of maritime shipping,
including freight rates, affecting Iatin Awerica, In order to facilitate
consideration of these matters as soon as posslble by the Economic Commission
for ILatin America",

In view of the above recolution giving responsibility to the Transport
and Communications Commission in this field, we have made no effort to collect
information regarding maritime shipping in Latin America. Thus far we have
concentrated our efforts on inland transport nroblems. If any information on
maritime shipping should come to us in the course of our regular work I will
be glad to forward it to you immediately.

Sincerely youxrs,

(s) Gustavo Mertinez Cobafias
Executive Secretary.

JANIEX III
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SUBSTA ITTJ./E PARTS OF THL TE ‘(m” B TEE REPLIES FROM THE
LATIN AVMERTCAN GOVERNMENLS rRECEIVED UP TO THw TIME
OF WRITING COF THE PRESENT NCTE
Dominican R@public%
"as far as the Dominican Reyublic is concermed, no maeritime chipping

problems of intermational concerm heve erisen, and ... the freight rates
applicable in the Republic are those of the United Statss Atlantic and Gulf-Santo
Demingo-Conference.”

1
Ecuador—

The main point is to make known the exact views on all matters connected with
shipping, including the freight rates. In my opinion the crux of the problem for
our country is to obtain reascneble maritime freight rates so that Ecuadorian
Products may find an easy mariet abrcad. A reduction of the present shipping
freight rates by esgresment would wloubtedly tend to imprcve the index of our
aLportable production and cur correcponding halance of payments, According to
information supplied by the shipping ccempanies the shipping rates for the main
eXports are as follows:

FREIGHT FROM GUAYAQUIL TO NEW YORK
CACAO AND COFFEE

If not under contract $23.00 per ton of 2,000 Pn(llsh lOoo
2 . OO 114 11 it N

If under contract $18.00 per tom of 2,000 ungllSh lvo.
2'00 1 1" 1 “

TAGUA NUTS

If not under contract $16.00 per ton of 2,000 Engllsh lbs.
2 . CO 14 1 " 1t
720.00

If under contract $13.00 pexr ton of 2, OOO Engllsh lbs.
2 . OO 1" 11 114
$15.00

1/ Translated from original Spanish.

/RICE
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RICE

BATLSA WOOD

CACAO

COFFEE

RICE

BAISA WOOD

CACLO

COFFEE

RICE

TAGUA NUTS

BALSA WOOD

FEREICHT FROM CUAYAGQUIL TO NZW YORK (Cont.)

$16.,50 per ton cf 2,000 Eaglish lbs.
2 . OO 1 ft 1 114 1t Hi
418,50

$ 0.25 per cubic foot

FREIGHT FROM GUAYAQUIL TO DENMARK, NORWAY
AND SWEDED

310 shillings per ton of 1,000 kg.
20 shillings per ten of 1,000 kg.
15% at terminal port on the freight
0 ghillings dues at embarkaticn port
pexr ton of 1,000 kg. '

255 shillings per ton of 1,000 kg.
20 1 1 1 1 1 1
15% at terminal port on the freight
6 shillings dues at embarkation port
rexr ton of 1,000 kg. ‘
130 shillinge pexr ton of 1,000 kg.
20 1 1 1" 1" 1"t 1
15% at terminal port on the freight
0 shillings dvues at embarkation pcrt
per ton of 1,000 kg.
60 shillings per ton of 40 cubic feet
20 14 11 1" 1 1 14 "
15% at terminal port on the freight
6 shillings dues at embarkaticn port
per ton of 1,000 kg.

FREICHT FROM GUAYAQUIL TO MARSEILLES AND
GENOA
310 ehillings per ton of 1,000 kg.
15% at terminal port on the freisht
6 shillings per ton of 1,000 kg.

225 shillings per ton of 1,000 Lg.
15% at terminal pcrt cn the freight
6 shillings per ton of 1,000 kg.
130 shillings per ton of 1,000 kg.
15% at terminal port on the freight
6 shillings per ton of 1,000 kg.
180 shillings per ton of 1,000 kg.
12% at terminal pcrt on the freight
G shillings per ton of 1,000 kg.
60 siillings per ton of L0 cubic feet
15% at terminal port on the freicht
0 shillings per ton of 40 cubic feet

/FREIGHY FROM



CALA0

COFFEE

RICE

TAGUA TUTS

BALSA WOOD

E/cN.2/33

Page 21

FREIGHT FRCM GUAVAQUIL TO NAPIES, VENICE,
TRIESTE
310 shillinzs per tcn of 1,000 k.
30% at terminal port on the freight
15% additional charge at terminal
port on the above freinht
6 shillings per ton of 1,000 kg.

255 snillings per ton of 1,000 kg.

20% at terminal port on the freight
15% additional charge at terminal
port on the above freigit
6 shillings per tcn of 1,000 kg.

130 shillings per ton of 1,000 kgz.

30% at terminal port on the freight
15 additionel charge at terminal
port on the abcve freight

6 shillings per ton of 1,000 kg.

190 shillings per ton of 1,000 kg.
30% at terminal port on the freight
15% additional charge at terminal
~ port on the above freignt
0 shillings per ton of 1,000 kg,

60 shillirgs per ton of 40 cubic feet
30% at terminal port on the freight
15% at terminal port om the above

freight ,
O shillings per ton of 1,000 Xg.

. 1
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AUNEX IV

RESOLUTIONS AND RECOMMENDATICLS ADOFTED BY THE
TNTER-AMERICAN MARITIME CCNFERENCE
(Washington, 1940)

(a) Inter-American Steamship and Tranwghiprant Faciiitles

Whereas while certain reglong of Auerica are well served by steamship lines,
there are others that do not snjoy a siamiler situation;

Because of lack of facilities certaln countries within a relatively short
distance of one another are obliged to use for their passenger and freight
traffic far distant transshipment centres, with consequent inconvenlences and
loss of time,

The Inter-American Maritime Confersnce resolves:

l. To request the Inter-American Finamclal and Economic Advisory Committee

to recommend to the governments of the American Republics that they Join

efforts for the establishment of direct gervices that will unite all the
nations of America,

2., To request the committee that 1t recommend to the saild governments that

they accord every facility for the transshipment of cargo, and that the

committee undertake a study of an adequate system of transshipments in

Inter-Anmerican trade,

(b) Maintenence of Pregent Inter-American Maritime Services

Whereas the regularity and frequency of inter-Amerilcan steamship services is
of vital Importance to the maintenance and developuent of the commerce of the
Americas;

The unusual world conditionsg now prevailling have materlally affected eand
threaten to affect vitally regular inter-Americen services,

The Inter-Amsrican Maritime Conference resclves:

To requeat the Inter-Amerlcan Financial and Economic Advisory Committee to
recommend to the goveraments of the American republics, and especlally recommend
to the Govermment of the United States under whose flag the greater number of
lines rendering inter-American service operate, that all reasonable means be
taken to maintain In that service the vessels now operating therein.

(¢) Tramsportaticn of Perishable Products

The Inter-Americaon Meritime Conference resolves:
To request the Inter-American Financiel and Economic Advisory Committee to
name a special committee which, In co-operation with technical erperuve of the
/American
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Ltmerican republiés, shéll proceed to'formulate the most adeguate plan to gather
the data with resgect fo,thg trans?dffatioh and gtorage of perishable vegetables
and animal pfoducts, for cubmission to the various Ausrican governments with a
view to exploring the pbééiﬁility of establishing general rtles governing the
conditions under which such products may be conserwed in transit,

Whereas ths estaﬁlishment of free ports a3 centres for the distributicn of
agricultural and maﬁufactured products between the nations of the Western
Hemisphere 1s of the greatest importance to the commercial interchange of these
nations,

The Inter-American Maritime Conference resolves:

1. To recormend to the Inter-Americen Financial and Economic Advisory

Committee and through it to the govermments of the American republics, that

they congsider the establishment of fres vorts in thoss places iwhich teceause

of their priviieged geographlc situation, and existing or easily deveioped
means of commnication, may eppsar to be most advantageouvs for such
establishments.,

2. To recormend to the shipping companies represented at this Conferencs,

that they co~operate with the governments of the Américan republics in the

gtudy of this important matter, offering the facilitles which they mzy have
available and especlally those which tend to soive the problem of double
maritime freight rates arising from the necessity of shipplng merchandise
to the free port and from the latter to its final dastination.

(e) Ocean Freight Rate Problems

Baving gliven extended consideration to the subject of ocean frelight rate
problems, as set forth under item 4 of the agenda approved by the Inter-American
Financial and‘Eccnomic Advisory Committee;

Having considered the detailed information relative to these problems,
submitted by &arious delegations attend ing the Conference;

Having discussed at 1eﬁgth various aspects of the subject as developed in
individual problems of freight rates and the making of rates;

And having considered proposals of various delegations relative to the
considerations which these dslegations ha&e emphagized as being of importence in
the determination of freight rates,

The Tnter-Amsrican Maritime Conference agrees:

/1; ’ Thet the
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1., That the problems of frelght rates, the bases on which they should be
determined, including the needs and costs of the gervice as well ag the
position of the shiprers, and the extent of desirable governmental
supervision of thelr determination, are problems excesdingly delicate and
conplex,

2. That among the many consgiderations which have been suggested to the

Conference for speclal attention in the determination of freight rates,

there are included considerations which, when standing alone, appear to be

incompatible, but ths relative importance of which bscomes significant
according to the clrcumstances of the particular commodity, route, and

service. v

3. That therefore, no single criterion or 1list of crlteria can be

formulated for equal application in all circumstances in the determination

of frelght rates; but that in the determinaticn of fhe factors considezed
in the establishment of freight rates 1t 1s essentlal that every endeavour
be made to accord the fullest poesible consideration to all of the
important interests concerned; that the fullest practicable hearing be
accorded each such interest; and that when freight rates are established,
particular attention be glven to the desirability of avolding arbitrary
differentials not based on normal and equitable trade considerations; and
resolves:

That the Inter-American Filnanclal and Economic Advisory Committee be
requested to suggest to the governments of the republlcs of America that they
endeavour, through all appropriate msans that may be available, to assure that
In the establishment of Inter-American rates full consideraticn be given, among
all other pertinent considerations, to the requirements of the countries affected
and that the system under which merchant marines are operated ehould not, in any
event, act as a restraint on the normal developrent of trade,

(f) General Averagme and York-Antwerp Rules

Whereas there is at the present time a lack of uniformity in the adjusiment
of general asverage under the laws of the various nations of the Western
Hemisphere; '

General rules cn this subject, known as the York-Antwerp Rules of 192k were
formilated as a result of the Conference of the International Law Association held
in Stockholn, Sveden, In September 192h, and have been generally adopted by many
of the important maritime and commercial interests of several nations,

/The Inter-
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The Inter-American Maritime Conference resolves:

1. That it 19 desirable that there be uniformity of practice in the

ad juctment of general average.

20 To recommend to the Inter-Amsrican Financial end Economic Advisory
Cormmittee that a study be made of the practicabllity of the adoption by the
American rovublics of the York-Antwerp Rules of 1924 for uniform
applicaticn in the nations of the Western Hemisphere.

(g) Pull Time Service of Tnspection and Visit

The Inter-American Meritime Conference ggggizggi

To request the Inter-American Financlal and Economlc Advisory Committse to
make a gtudy, for submission to the Governments of the American republics,
providing for the establishmont, in the ports of each one of the American
republics where feasible, of permanent services of inspection and visit by the
custom3, health, police, and immigraticn autliorities covering an uninterrupted
period of 24 hours. In case of insvection or visit after regular hours, the
respective charges should not exceed by more than 20 per cent the usual charges
for those services,

(h) Port Dues, Charges, Taxes and Other Imposts on Shipping

Whereas careful study and analysis of port dues, charges, taxes, and other
imposts on shipping in Inter-American commerce reveéls that the modification of
certain policiles and practices which are now in effect would be beneficial in
facilitating the flow of traffic betwsen the American republics,

The Inter-American Maritime Conference gggg}xggi

l. To recommend to the Inter-American Financial and Economlc Adviscry

Committee that Joint study be glven to the foilowing problems arising In

connexion with port duss and charges: |

() The need for greater wniformity of port dues and charges under

- similar conditions, and their publication, where this is not now done,
in standard tariffs by each country, or by each port of each country,
coples of these tarifis to be available to all interssted parties;
(b) The need for giving advance notice to shippers, forwarders,
steamship companies, and others, where 1t 1s not now the practice to
give such notice, of contemplated changes in port dues, charges, and

regulations to be enforced at the respective ports;

/(c) The
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(c) The need for the promulgaticn of standard terms and definitions
for services at those ports where the services at two or more ports
are closely analogous;
(d) The need for greater uniformity of rules and resulations at the
various ports, with particular reference to providing standerd
definitions for the varlous services rendered; '
(e) The need for more effective protection for cargo moving in
foreign trade against damage in tremnsshipment or loss;.
(f) The reasonableness of adopting changes in bills of lading designed
to give more adequate protection to such cargo in intermediate ports.
2., That the Inter-American Financial and Economic Advisory Committee work
toward the adoption of changes with respect to:
(a) Consular practices and fees in effect at various ports of the
American Republic, which would bring about uniform consular documents,
uniform fees for consular documents ard their legalization, reductions
in fees and charges for overtime and holiday work, and changes in
consular office hours, so that they will conform more nearly with
those maintained by business firms and shipping companies;
(v) Modifications of fines imposed at various ports in the American
reputlics, with particular reference to those imposed for clerical
errors on documents, for overage and shortage of cargo, and for
consular documents not accompanying shipments, particularly in cases
where the infractions of the rules and regulations are unintentional,
and in some Ingtances unavoldable,

(1) Transportation of Cargo in National Vessels

The Inter-Americen Meritime Conference resolves:

To recommend to the Inter-American Filnancial and Economic Advisory Committee
that it request the 21 governments of the American republics that each give
sympathetic consideration to the modification of any laws and regulations which
restrict the transportation of cargo to vessels of its own registry in trades
other fhgn those included in their coastwisge laws,

() Establishment of a Pormsnent Organization

Whereas it is useful and desirable for the development of closer inter-
American relations to promote maritime transportation between the natitms of this
hemisphere on just and reasonable bases:

/It 1s desirable
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It 1is desirable that a continuing, technically qualified group be
organized to glve effect to the conclusions of this Cenference and to study the
measures necessary to continue the improvemsnt and development of maritime
trangportation in the Western Hemisphere,

The Inter-samerican Maritime Conference resolves:

1. That the establishment of a technically gqualified inter-American group

for the above-mentioned purposes 1s desirable.

2 To request the Inter-American Financlal and Economic Advisory

Committes to undertake the necessery studies for the organization of such

a group, which shall study all appropriate measures relating to the

develorment of Inter-American maritimes transportation.

/ATNEX V
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ANNEX V
DRAFT RECOLUTION CONCERIING A STUDY OF MARITIME TRANSPORT, ADOPTED
Ol 14 CCTORER 1949 BY THE COMMISSION ON COMMERCIAL CO-OPERATION
OF THE INTER-AMERICAN ECONOMIC AND SOCIAL COUNCIIL/
1. Whereas the study and solution of the problems of Inter-American maritime

transport are of tihe highest importance for the economic development cf the
American ccuntries; and |

2. Whereas the subject has received special attention both from the Intexr-
American Finaucial and Economic Advisory Committee and from its successor, the
intef-American Economic and Social Council; and

3. whereas the first Inter~American Maritime Conference was held at
Washington, D.C., in 1940 on the initlative of the foxmer; and

L. Whereas some of the reconmenfmticns made on that occasion are still
applicable to the present situaticn and should be reccnsidered; and

S Whereas the Inter-American Legnomic and sSccial Council, in prepa;ing the
Draft Basic Convention on Ecomcmic Co-uperation, strongly reccumended that one
chapter should deal with maritime transport, a reccumendation which was approved
when the Ninth International Conference of American States (Bogota) signed the said
Convention; and

6. Whereas the chapter in question lays the foundation for a transport
policy which should be worked out in full; and

T Whereas the Council should endeavour to find an equitabhle golution for
the maritime problems confronting the American States;

NOW THEREFORE THE INTER-AMERICAN ECONOMIC AND SCCIAL COUNCIL
RESOLVES:

1. That the Committee on Trade Co-operation should continue the studies
initiated by it on this subject, taiing as & basis the points set forth in its
Memorandum “"Notes on Maritime Transport”, viz:

1. Iegislation concerning maritime, lake and river transport, whether
operated by national or International services;

2. Organization, supervision and control of shipping sexrvices;

3. Organization, supervision and control of harbour services, and how

administrative control of the variocus harbour services is carried out;

g/ Translated from original Spanish.

/4. (2) Harbour
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L. (a) Harbour dues;

(») Procedure for assessing dues;

(c) Factors taken into account;
D Shipping lines whose‘éhips call at the country's ports; types of
sexvice; frequency calls; |
©. Average tomnage of cargo handled by the country's main ports (in
metric tons) in 1938, 1945, 1946, 1947, 1948, with import and export

Tigures;

7. Description of harbour service operations, loading and unloading;

whether the present labour is efficient; whether these operations are
efficiently organized and supervised; vhether modern methods are
employed; and what type of mechanical equitment is used;
8. Docks; whether the docls are capable of handling the flow of exports
and impoxrts efficiently;
Q. Stevedoring expenses afloat and ashore; ‘
10. Forms of State subsidization and non-commercial shipping lines or
sexvices; |
1l. Other protectlonist measures in favour of the Merchant Marine;
12. () Procedure followed by shipping companies in renewing their
fleets;
(b) Organization and financing of credit associations;
(¢) Financing by the State, its methods;
13. Existing regulaticns and factors determining the types of ships
which may be employed in different shipping sexrvices;
14, (a) Composition and orgenization of crews {officers and men);
(b) Special merchent marine schools, if any, and the regulations
governing them;

15. Maxitime authorities, thelr orxisin, regulations, duties and

.functions.

That for the purpose of accomplishing this important work in the shortest

possible time; the Committee should meke the necessary arrangements witih the

Executive Secretary of the Council with a view to obtaining, by the most practical

and efficient means, the essential information from the govermment departments

responsible for or concerned with transport matters in the Latin American countries.

/ANITEX VI
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ANNEX VI

MARTTIME FREIGIT RA’I‘Eo—-/
. GFNERAL _

Rateémaking is a complex and difficult problem. As far as maritime freight
rates are concerned, the difficulties encountered are nnmerous, owing to the
fgct that, as shipping is directly affected by {the cycles of denress¢on and
progperity, relative stability of rates cannot be ensured over a long period.

This situation leads shipowners to try to increase their'egrﬂings vhen the
‘démand fer cargo space is great, so that they may be in a he tter financial
p091+1on when a veriod of depression sets in. ‘

This factor, particularly in the past, has had a definite influence on
freight fates. Therefore various methods have been adopted, depeﬁding on
circumstances, in order to overcome these effects or at least;'to reduce this
state of insecurity. { ' 3

The basis upon which freight rates are made depends largely upon the marmer
in which the carriler opera+es and the services which 1t renders.

Rates are commonly established, as follows:

1. by agreements between common carriers as members of freight
‘conferences;

2. by ccmmon carriers not parties to freight conferences;

3. Dby carrlers operating tremp ships.
The first two methods apply to liners (cargo liners and passenger ships). The
liner ia & ship operating on definite schedules and between the same ports. It
carries: ' '

(a) elther mainly generel merchandise {packed or unpacked); 1t can carry also
a certain amount of goods in bulk, and upon occasion a few passengers (up
to twelve)2/

or

(v) paséengers together with 8 corparatively small amount of cergo
(passenger ships) or a sizeable emount of cargo ("cargo mixtes").

7 A large part of the information contained in this note has been obtained from
the following sources: "Inter-American Maritime Cenference" - Washington,
1940 (Report of Delegates of the Unlted States); “Control of Ocean Freight
Rates in Foreign Trade" (7.S. Department of Commerce - 1938); "International
Sea Transport", by BErig.-Gen. Sir Osborpe Mance.

2/ According to the terms of the Safety of Life at Sea Convention {1929) "a ship
le a passenger ship if it carries more than 12 passengers". ‘

[The third
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The third method applies to "tramps” (cargo ships) which carry meinly goods
in bulk and;sometimesqussengers (not more than twelve). They operate between
porte under charter; the charter ﬁarties' contracts are mede for ons or several
voyages or(evon for a cértain pefiod of time. .

One cannot expect to secure a principle of uniformity of rates, as
operating costsbvary greatly in different trades. Therefore no proper formulae
based on mileage or other factors could be adequetely set up for the establishment
of a gemneral rule which will serve.as u guide in the fixing of rates, and
consaquentiy 8pecial studies kave to be made for each trade route.

o I. CONFERENCE CARRIERS

The Confersnce System

A. Historical Background

In the Nineteenth Century the steamehip almost entirely supplanted the
salling ship, and the important changss in transportation facilities which the
steamship brought about completély modified the rethods and practices in
overseas trade trensactions.

If we compare the methcds of water transport by salling ships and
steamships, the main dirfferences might Le described as follows:

Sailing ships usually were loaded ln one port and would not sail until
almost fully loaded. Sailing'dates were uncertain, and even more so dates of
srrival. Therefore, no proper schedule could be accurately established.
Merchants had to ship thelr goods in speccuiative anticipation of the reguirements
of their markets and as, on the whole, the number of salling vesaels which
merchants could utilize was limited, they were inclined to ship large quantities
at a time.

: Steamships, on the other hand, not being dependent upon the wind and upon
'weather'conditions in general to the same degree, were able to adhere much more
’ closely fo schedules than salling ships éver could, and their turn-around was
greatly shortened. Merchanta, having the possibility of estimating with a
comparatively great degree of precision the length of time required for a
steamship to travel betwesn two ports, developed the habit of making many small
shipments instead of a few large ones. This method led to the development of
trade in general merchaendise.

The effect of these improvements in trensportation facilitles greatly

expanded the world trzde and as a consequence the rate of shipbullding began to

/increase
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increase sharply. For example, steam'tonnege of the United Kingdom increased

over a period of 20 years (1860-1880) from 450,000 g. toms to 2,723,000 g. tons.
In a period of 10 years from lB(O +the stean tonnage of the world merchant vessels
rose from 2,793,000 g. tons to 6,7h5,000 g. tons,

However, with the tfemendous increase of world tonnege due, to a great
extent, to the general edoption of steem as & propulsive power, and to the
opening of the Suez Canal, the shi?ping industry began to be threatened with
"self-destruction" by rate wars and uncontrelled competition. Shipping concerns
therefore had, on the one hend, to obtain remunerative rates, and on the other
hand, in order to answer the new demands of the trade, to offer to the users,
as far as possible and practlcable, regular sallings for special types of vessels
which left at glven dates whether fully or only partlally loaded. '

With these aims in view, the conference-system was'graduaily adepted, its
basic principle being "the esteblishment of common tariff of freight rates or
passenger'fafes, the members belng free to compete for traffic by the quality and
efficiency of their sexvice". ‘,

It seems thet the'fefmation of the first, or cne of the first conferences,
dates from 1875 when steamship lines which were engaged in the run between Indila
and the United Kingdom decided to come to an agreement on frelght rates for the
purpose of "self-protection”.

Equal rates were charged by all the companies eoncerned, end they also
agreed that they would not grant any pfeferentiel rates or special concessions to
any shipper. Some shippers who had previously>obtained prefersntiai treatment,
did not accept this new position and to overcome the loss of their privileges
they began to use for their shlpments those stezmships which still continued to
transport freight at reduced rates. The above-mentioned Conference tried to meet
this competition by making contracts with shippers with an "exclusivity" cleuse,
but in fact the result was only partly satisfactory, ehd wost of the important
shippers refused at that time to bind themselves with such cohditions After
the failure of the contract system, the Confererce in 1377 proposed a new clauqe
which was called "the deferred rebate system", the principle of which was as
follows: "Shippers were notified that those who gave the Conference lines all
thelr business during a stlpulated period would be giVen a refund of a §ortion
of the freight to be pald at the end of a further period of time, provided that
both during the stipulated period of shipment and the further period before the

/rebate
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rebate became payable, the shipper had given £11 his business to the conference
lines." ' '

This new kind of agreement was accepted in this particular case, and the
achievement of the conference proved satisfactory at the time.

From that perlod on, tho establishment of conferences became a permenent
practice, and at presen{ such conferences'cover the greatér,part of the trade
along the main shipping routes both for liner-cargo-ships and passenger ships.
Some of these conferences are linked by svecial agreements, forming a group or
a pool. In 1939, several hundred were in exilstence, amongst which 60 were of
major importance.

B. Conference mefhods

The methods used by the early conferences to protect themselves agalnst the
competition of outstde carriers vere mainly. '

- the exclu81ve patronage conference contract and
- the deferred rebate gystem.

These two means have been called "defensive weapons" in opposltion to another
meanis of actlon which never came into such extended use, which ie the fighting
ship and is considered an "aggressive weapon'.

To give an idea of the principle upon which a fighting ship is operated, an
extract on that particular subject from a memorandum prepared in 19%0 by the
United States Maritime Commission for the Inter-American Financlal and Economic
Advisory Committeeé is given hereafter:

"The fighting ship handled few bulk gocds which might have formed the
nucleus for the cargo for a siteamer, leaving merchandise which required
prompt shivrent to be trensperied by the parent company, which maintained
its norma’ ates, whlle the fighting ship reduced ite »ates to the point:
where thsy were vholly unremuerative. The lossges from the lower rates
chargsd by the figntinz ship were apportioned auwnng the menbers of the
Conterence so that each member line suffarad proportionally much less than
the one line which was fighting tlhe entire group."

At present, conferences.use rrincipally the contract system withlér without
an "exclusivity" clause and on occasion the Qeferted rebate gystem.

loreover, conferences do not always confine themselves to the fixing of
rates; they also maeke special agresments concerning the pooling of traffic and
revenue. For instance, in pureuance of such type of agreements, carriers
transporting a giveh coumod 1ty willvdivide the tonnage transported and the proceed!
thercof amongst themselves according to a pre-zrranged formula.

1/ See part IV (2) of this document.
R Jc. Conference
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C. Conference Rates

Among the basic factors upon which conference rates depend, mention may be
wmade in particular of the following:

- the character, the volums, the welght, the value, the availebility of the
cargo itself,

- the direct cost of operation of the vessel and the various costs of
hendling the cargo,

- the port facilities, regulations, fees and dues,
- the possibility of obtaining return cargoes, and

- the competition which exists with goods from other sources, or w&th goods
moved via competitive gateways, or with goods from other carriers (trawps
and non-conference liners) etc.

The influence of some of these factors varies according to the conditions on
a given line at a particular time snd to the nature of the goods to be carried.

D. Some Advantages and Disadvantages of the Conference System

It must be recalled that conferences do not have as their purpose
monopolization of a trade by a group of shipping companies but rather the
protection of the steamship lines 1n assuring equality of treatment and limiting
of destructive competition. The action of the conferences is on the whole
congiderel beneficial to shipowners and, eccording to investigatlions made by
official bedles, also apnears to be of benefit to merchants.

Advantages to Carrlers

Lower rates are sometimes offered from the necessity of competition and
with little regard to the cost of service. Conference agreements afford partial
protection ﬁgainst this form of destructive competition and this is the primary
adventzge which a shipowner would obtain from such agreements.

Rate charges are based more nearly on the requirements of the trade and this
can promote an effect of stabilizing the rates, which is of mutual behefit to the
shipowner and shilppsr.

Unrestricted competition may result in the elimination of smell lines and
consolidation of a few powerful lines, but with the conference system the small
lines are generally better protected.

Disadvantages to Carriers

The greatest diéadvantage which a steamship line suffers is when it can only
offer an inferior service. If a carrier offers an inferior service and is a

party to a conference agreement which does not permit differential rates, he will

/experience
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experience some difficulty in obtaining consignments for profitable cargo and will
therefore be able to carry only the lowest grade of cargo.

Adventages to shipvers and receivers of cargo

It is obvious that merchants reed stability of rates and regularity and
frequercy of sewvvices asg well as eguality of treatment with regard to
transportétion of thelr products and goods. Conferences, in stabilizing rates
and in sccuring regularity of services ev'n in times of depression, give
merchants the opportunity to arrange beforeshand the sale of thelir goocds and to
improve or racilitate their business. With regular end frequent services, the
shipper is saved from the inconvenience or danger of having goods stored for a
"ong period of time and in great quantities.

isadvantages to shippers and receivers of 6argg

Merchents sometimes complain that rates fixed by conference lines do not
always correspond to the propef cdnditions and situvations which exist at the
time, and that too long a peribd often elapses before rates are modified. Finally
it has been alleged that on occesions the action of conferences tends to
restrict services and rates to certain ports and then to prevent the extension of
service at competitive rates to smaller ports.

It may be concluded from the above that conferences are designed tc act as
a stebllizer for preventing the decline of freight rates to an uneconomic level
and also for preventing the rise of freight rates, especially et times when the
demsnd for transport of goods is unusually high.

Remark - Shippers Associatlons and Conferences

The advantages and disadvantages originating from the Conference System
which have been claimed or experienced in the past, either by carriers or by
ghippers, show that there is a community ~f interest between shippers and
carriers ag a whole, but alsc that the interests of shippers and those of the
conference carriers may be divergent.

This situation has led, on occasicns, to the forming of associations or
conferences by shippers and merchants in a given trade, so that they might be

Jle to discuss their problems with conference carriers on a more equal footing.
The Royal Commission on Shipping Rings (1906) and the Imperial Shipping
Committee (1922), both appointed by the government of the United Kingdom, strongly

recommended the establishment of such bodiss.

/The role
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The role of such confevences or associations has not always been as useful
end important as it could have been. For example, it appears that traders in the
United Kirgdom have sometimes shown a rather apathetic attitude toward
co-operative action of this kind. ’

This, however, doe3 not constitute a general rule and such associations or
conferences have occasionally exercised a great influence on the fixing of rates
end the conditions of transportation; examples of this may be seen in the
coffea~exporting countries of Latin America and in the Indian jute trade.

E. . Govermmental Intervention

Following this brief review in which were recalled some of the main problems
vhich concern freight rates governed by the conference system, it seems
appropriate to mention the particular interest which has been taken by some
Governments in this question, freight rates dbeing & matter of national interest
involving the economy of a country. Thsir aim has been to limit; as far as

>asible and precticable, the adoption of unfair practicese. In fact, a3 the
.onference system has been under attack very often, Governments have found it
necessary from time to time to estudy the dealings of conference lines, dnd to
appoint on various occasions special commissions in order to invéstigate their'
actions, with a view to regulating or limiting the action takenAby such
conferences. * Occaslonally, national laws were passed to that effect.

The Britlsh Government, for instance, appointed o Cormission to investigate
shipping rings in 1506. After three years of investigation this Commission
stated:

"(1) Developments in ocean transportation have made it necessary that
shipowners be afforded such protection as that granted by the system of
shipping conferences and deferred rebates;

“(2) The system of shipping conferences and deferred rebates has
developed until it is now a controlling factor on all sea routes where trade
and general merchandlise are the chief interegts.

"(3) Not only shipovners but a large proportion of the shippers regard
shirping conferences making use of the system of deferred rebates as a
necessgary means by which the advantages suppllied under an organized service
can be attained.

"(4) Steamship lines require a guarantee of a continuity of custom znd
a means of protection agalnst competitors offering spasmodic service in order
- to provide service covering a large range of ports with sallings at regular
and fixed dates and with ships especially adapted for particular trades."

/In 1912
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In 1912 *the Urited States Congress authorized investigation of steamship
confersnces in the foreign and domestlc trades of the Unlted States. Following.
the recommendetion of the Coumittee appointed by Congress for this purpose, the
confererice gvetem was offlcially recognlzed, but the deferred rebate system was
not suthorized.

In 1973 tho Imperial Shippirg Committee of the Unilted Kingdom recommended
that shippers should be given the cholce between the agreement system under which
shippers bound themselves over & certaln period and the deferred rebate system.
‘ater, the Chamber of Shinping of the United Kingdom strongly supported the
conference systsm. The Australien Govermnment recognized in 1929 an unofficial
body known as the Australien Overseas Traneport Association, the object of this
body being, inter alia, to exerciss a general supervision of the terms of contracts
between shlppers and overscas shipowners and, in 1930, the Australian Goverrment
passzed an act providing thet egreements between shippers and shipowners with the
approval of the Australian Overseas Transport Associetlon should not violate an
act of 1910 which forbade unfair and discriminatory contracts. The deferred rebate
gystem was then pfohibited in Australia. The same measure was also adopted in
South Africa.

Special legislation was passed in Brazll in 1937 concernlng the rules to be
folleowed by conference lines. At the Inter-American Meritime Conference
(Washington 19h0)£/ questions of frelght rates, which involved the action of
confersnce lines, were discussed.

Since the second world war, governmental investigations have taken place on
various occasions. Such is the case, for instance, of the requests made recently
to the Unii=d States Maritime Coumission to study specific cases concerning the
practices of some couference lines. In several cases complalnts originated from
independent operators who consldered that "exclusive patronage" contracts were
“llegal. The confarences, on the othor hand, in presenting thelr defense, stated
that the contract system was legal, that participation 1n the conferences was open
to any bena fide operator, and that shippers hed signed the contracts of their
own free will in order to obtain the stability of rates and service as well as the
lover rates made possible by the assurance of continuous patronage. The baslc
isgue in most cases was not the conferencs agreements themselves, both partles -.

egreeing thet such agreements were permitted under the Shipping Act of 1916,

1/ See part IV (3) of this document.
o /but the real
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but the real issue was in fact, the legality or illegality of the contract
gystem used by conferences under which the shipper is required to use only
conference lines or to pay the higher non-contract rates.
ITI. ¥NON-CONFERENCE CARRIERS
Comnlete control of a given trade route is actually impossible to obtain by

the conference system, owing to the competition which 18 created by tonnage used
oy non-conference carriers. This tonnage is divided into two main categories:

liner service using 1ts own or chartered tonnage,

and
tramp operation and occasional sailing of chartered tonnage.

A. Liner Service

As for the established limer service using its own or chartered tonnage, the
methods of rate-making may be summarized ss follows:

Some lines may adopt the conference rate levels and practices, and in this
case the competition is practically the same a3 the one which exists among
members of a conference. In other cases, they may base their rates only upon
the transportation factors which affect their operations. In this latter case
the competition i1s on the whole rather limited because very often such lines are
engaged on other routes and, in any case, these lines have most of the time the
game needs for capital and the same operating charges as conference lines.

Sometimes, it mey happen that such liner services will take advantage of the
existence of a conference to bulld up their own traffic at the expense of a
conference. When other non-conference lines do not exist on a route, the
independent carrier may fix its rates below the rates of a conference, and if
the conference reduces its rates the independent line will probably lower its
rates to an even grsater extent. Sach a practice will inevitably upset rate
stability and may even disorganize the operation of regulsr services. It may .
be mentioned also that a8 confercence lines in some countries are sutject to
Government supervision, the independent lines not subject to such control are not
prevented from adcpting such discriminatory practices. On the other hand, the
carrisr who operates outeide of a conference is faced with possible difficulty in
obtaining freight because the contract system often requires shippers to give

all of their business to the conferscnce.

/B. Tramp
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B. Tramp Operations

Tramps 80 the“ever cargo ig offered, their owners making all necessary

arrangements for voyages and frelghts In principle a tramp vessel does not
)mpete with a conference carrier rostly owing to the different type of cargo
such a ehlp usuarly car“ies.l . However, competition may arise and 1f such is the
case, 1t will be d]fflcult to meet 11, since companies runnlng “tramp shrps do not
require a great investnont of capital, and have on the whole smaller operating
' hargos When there is a great demand for tonnage the tramp ship can teke
advantage of the rrse of freight rates. Tramp rates are in the long run 1ower than
linmer rates but thelr outstandlng feature is a relatively greater fluctuatlon as
they: are prlncinally dependent upon supply and demand for ‘tonnage.
A Tramp operations ere of two kinds:
' Trip charters and time charters.

Trip- charters cover only one part of the freight market. A considerable
-number’of'vesseis are continuously fixed on time charters, while a large part of
the commnpdities in the world is moved by liners, as explained in detail above.

Remark: Pooling of freight

‘Tt hes been mentioned hereabove in the part of this note dealing with
conferenee'eystems that the pooling of freight and revenue was gometimes govermned
by special sgreements. It is interesting in this respect to recall here the
creation in 1934 of the Tanker Pcol, which was based on a plan proposed by an
international committee of European tanker owners. At that time, the idle tanker
. leet had reached the alarming figure of 3 million dead-weight tons or 25 per cent
,f the total world tanker tonnage; and theresfore the amelioration of the
conditions then prevailing in the tanker freight merket was urgently needed.

A special organlzation, called the International Tanker Owners Association
ILtd. - a2 British concern - was then,established to carry out this plan in which
amongst other basic principles itfwae stated that the members of such an
association should have to "... pay into a common pool a percentage of all
freights received by them on charters made after the plan bscomes operative. The
proceeds of these contributions, less the necessary expenses, will be distributed
among the vessels which are lald up, thus providing a definite inducement to
owners to refrain frem\accePting uheconomic rates ..."g/

1/ The distinction, or rather, the "dividing line" between cargo-liners and
tramps has tended to soften in recent years since on occasion cargo-liners
carry merchandise In bulk and some tramps specialize in certain trades.

g/ Extract from a circular on the plan for the formation of the Tenker Pool,
distributed to tanker owners soliciting membership. fon

PR X Hp
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The results achieved by this organizatlon nroved very interesting.
III, FREIGHT RATES TABULATION
It 1s not possible to establish one index capasble of describing both
trip and time cherter, as well as liner freight rates,

Liner freight rates, for example, which are fixed by agreement, remain in

principle stable for long periods of time. The fluctustions in liner income are
therefore caused rather by changes in the amount of cargo carried than by
variations in freight rates, For thls very reason a freight rate index for liners
would be meaningless, Moreover, it has been recognized that the rates ruling for
"time charters" are the most rellable indices to the general level of freight,

It should be mentioned that no time charter index, however well planned,
can give a complete plcture of the entire time charter market. As 1s well known,
rates vary conslderably both with the size of vessels and thelr speed, The
type of propulsive machinery end of fuel consumed is also of importance,

Furthermoré, s number of other external factors influence time charter rates.
1t 1s sufficient to mentlon here as exsmples the trade routes or trading limits
stipulated and the places of delivery and redelivery.

Different methods are used fqr the esteblishment of trip end time charter
freight rate indices end it may be of interest to glve hereafter some particular
and practlical examples.

The method adopted by the Norwegian Shipping News concerning time charter
rates is as follows:

The inGex has been calculated monthly from January 1947 through Mey 1949,

Only ships of from 9,000 to 11,000 tons 4,w, are included. '

From this group three fuel groups of vessels have been selected, namely:
one containing motor-vessels
one containing oil-burning steamers
one containing coal-fired steamers,
For each of these groups freight retes have been collected monthly for a
nuzber of charters coverlng a variety of trades,

All charter rates used refer to contracts of short snd medium duration., No
time charter lasting more than one year has been included.

In the following tables, Table I - Time Charter Index and Table II - Trip
narter Index from the Norwegian Shipping News; the three indices have been
combined in one index. - Each index was given the weight I. Comparison of these

/two tables
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two tables showg thet the Time Charter index followed the same general movements
a8 the Trlp Charter index but freight rate movements in the time charter market
sre less pronouncsad then those in the trip charter market. There are however,
cases where conslderable differences may occur betwesn freight rates end
conditions for time charters and trip charters and where rates for these two

different charter forms do not always vary ir the same way.

JTABLE I
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TABLE I
Norweglan Shivping News' Time Charter Index
(July-December 1947 - 100)
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/TABLE II

120

110

100

90

80



E/CH.2/83

Fage 53
TABLE IT
Norwegian Shipving Newg' Trin Charter Index
(July-Drcerbes 1947 -~ 100)
1947 | 1948 1949
TN C
120 // \ 120
110 _ \ . . ; | 110
\ ZAN |
\ ~
100 7 \\ 100
TN
90 . 90
80 .__ ' S 80
JFMAMJJASOND JFMAMJIJASOND JFMAMJ
19k7 - 1948 10k9
January 120.0 105.5 : : 90.9
February 125.1 100.2 93.6
Merch 126.1 98.7 91.8
April 125.0 91.5 ’ - 91.6
May 119.1 88.5 . . 92.2
June 118.1 Q0.0 87.2
July 102.5 88.6
August 96.1 8.9 -
September 99.3 8L .8
October 99.6 81.0
Noverber 98.9 83.8
December 102.5 " 87.8

/The Lloyds'
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The Lloyd's List and Shipping Grzette has published a table showing the
fluctuations in the average tims charter rates paid for commerclal carge tonnage
of all sizes for each quarter cf the years from 191k to 1948 (with the exception
of the pericd 19%1 to the beginnirg 1946). From 1930 onwards certaln percentages
(on the basis of the year 1929) have been added for subeidies.

A very wlde collection of iaformatlion was selected concerning vessels of
all sizes from about 1,000 tons to 10,000 - 12,000 tons dead-weight for all period:
from a few weeXs to two or three years end for "trades varying from near
Furopean to Antipodean”.

Tn the table given below (Table III) the years 1546, 1947 ard 1948 have only

teen congidered.
TABIE III

(Extracts of the Time Charter Rates published in
the Lloyds' List & Shipping Gaxncite)

1946 1947 1048 | Shillings
Percentages on the basis of 1929 being par;/
370.13 426.86 380.59
26
¥

/ A\ 25

? \ / /\\ 2 )-I-

/ \\c // \

1946 1047 | 10u8 Shillings

1/ The ennual average price for the years 1946, 1947 and 1948 were, respectively:
20/8, 23/10, 21/3 and in 1900 the annuel average was 6/11 1/2.





