








PREFACE

. The following study is a revised version of the
report of an examination of shipping costsl1) and their
relation to the ocost structure of specific industries
conducted for the Department of Economics and Commerce
of the University of Tasmania in 1945(2)

It was decided to conduct this examination for two
main reasons. First, the financial history of Tasmania
since Federation has emphasised the cost of Bass Strait to
the community (Vide Chapters I and II). Secondly, the
survey I conducted for the University, in 1944(2) of the
gross and net labor absorptive capacity of Tasmanian
secondary industries suggested that the level of shipping
costs was a determining factor so far as the location
choice and the planning of output policies were concerned Q)
The analysis in Chapters VII and VIII seems to throw con-
siderable doubt on the applicability of theories currently
held regarding the factor of transportation cost.

Grateful recognition is made of the co-operation
and assistance in the collection of data received from
both business men and public servants. I desire to
mention particularly the Deputy Commonwealth Statistieian
(Mr, H.Js BExléy), the Chairman of the State Finance
Committee (Mr. R. G. Osborne), the Director of Industrial
Devélopment {Col. H. B. Bennett), the Commonwealth Actuary
(Mr. W. C. Balmford), the Sewretary of the Commonwealth
Department of Supply and Shipping (Mr. G. T. Chippindall),
and, finally, Miss E. S. Léwis for undertaking the pre-
paration of the typescript.

MELBOURNE C.P. H=-C,
November 4,
1946

. (1) Defined astie freight rate plus all other incidental
charges incurred by the necessity to ship.

(2) Financed from the Commonwealth Social Science
Rgsearch Grant to Universities until recently known'as thr
Reconstruction Research Grant.

(3) "The Location of Industry and Distribution of Employ-
ment (Tasmania)'", Research Monograph 1944, (The
University of Tasmania).
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CHAPTIER __ I

HE_COASTING TRADE PROVISIONS OF THE NAVIGATION ACT -

1. The Navigation Bill was originally drafted by

the late Hon. C. C. Kingston in 1902, and was first introduced
into the Senate in 1904, by the first Deakin administration.
It was withdrawn for further consideration and redrafted by

a Royal Commission, and resubmitted in 1906, but was again
withdrawn pending the Navigation Conference in London in

1907, This conference concerned the United Kingdom
Australia and New Zealand and was held ln London on %he
subject of "Merchant Shipping Legislation®. The main

principles of the Royal Commissionts draft bill were considered.

The conferenee recommended, inter alia :-

"That the coastal trade of the Commonwealth be
reserved for ships on the Australian register,
i.e. ships conforming to Australian conditions,
and licensed to trade on the Australian coasth,

2. This resolution was embodied in the draft bill,
which, after being submitted year by year to the Federal
Parliament, was eventually passed in 1912 and proclaimed
in 1913. In 1914 the operation of the Aet was postponed
at the request of the British Government, and it did not
actually come into foree until 1st July, 1921, nineteen
years after its original drafting.

3. The first group of sections ~ the Coasting Trade
provisions ~ came into effect on 1st July, 1921. Shortly
after this portion of the Act became operative the owners

of a number of interstate ships tested the validity of the
application of the manning and accormodatlion provisions of
the Act to their ships, and the High Court declded that
these provisions did not apply to vessels solely engaged

in the domestic trade of a State. In consequence of this
judgement, the Commonwealth Government decided not to
enforce the provisions of the Act then in foree on any intra-
state ships. Other sections of the Act came into operation
in the following years.

4. Ihe Navigation Act -~ Reagons for Enactment.

The Commonwealth having "adopted a poliey of
protection for its industries through the Customs Tariff
in order to maintain reasonable labour conditions and
standards of living, it was obvious that, unless some form
of protection was provided for the Australian industry of
shipping, such industry could not be operated under the
same standards of hours and wages as were imposed on the
protected industries for it would be In competition with
overseas vessels operating under lower standards. Again,
the Commonwealth legislature realised the desirability of
bulilding up an Australian Mercantile Marine. The Act
requires,as a condition precedent to the issue of the
three-yeérly licences to engage in the Australian coastal
trade, compliance with certain specified conditions as
to manning and accommodation and also as to the payment
of wages in accordance with Australian standards.

e s




2.

5. (a) The problem of protecting coastal shipping is

not peculiar to Australia, other countries having adopted
similar measurese. In America the coastwise laws wholly
exclude forelgn vessels from coastwise commerce. The

term "coastwise™ as used in relation to these laws includes
not only the coasts of continental America, but also Porto
Rico and Hawall, Under the Merchant Marine Act 1920
(Section 21), the President, when he is satisfied that
adequate service is furnished by American vessels, may
extend the operation of the "coastwise" laws to cover the
trade between the United States and the Philippines. The
coastal trade of Canada 1s reserved exclusively to British
ships. In order to participate in the coastal trade,
vessels must not only be British-owned, but also British
built, Vessels British~-owned, but foreign-built, can
obtain a licence to trade on the coast only by paying a

fee equal to 25 per cent of the value of the ship. Section
75(1) of the Shipping and Seamen Act, 1908, of New Zealand
reads, inter alia, as fellows :-

"Notwithstanding anything in this Act, it is
hereby declared that where the Master, Owner,
or Agentiof any ship -

(a) engages seamen in New Zealand,
(b) having engaged them abroad, employs them
in New Zealand,

these seamen while so employed shall be paid and
may recover the current rate of wages for the
time being ruling in New Zealand."

(b) Other nations that reserve thelr coastal trade
to national ships lnclude France, Spain, Belgium, Japan,
Russia, Portugal, Brazil and Argentine, It is interesting
to note that the following types of shipping are reserved
for French ships according to French law, viz :-

(1) Coastal fishing in territorial waters.

(11) Coastal trading (decree of 21st September, 1793),

(1iii) Navigation between France and Algeria (law
of 2nd April, 1885).
(iv) Towing in French harbours.

(¢) Except in the case of New Zealand, where the
restrictions on coastal shipping are along the same lines
as those existing in Australia, the conditions governing
the coastal trade of Australia are less diseriminating
than those of other countries. On the Australian coast
all nations are treated alike, and the conditions laid
down apply to all.

6. Inquiries have been made from time to time as to
the operation and effect of the Navigation Act and the
matter was made the subject of an exhaustive investligation
by a Royal Commission of seven members appointed on 7th
September, 1923, The result of the Commissioners'
investigations is set out in three minority reports dated
7th August, 1924 -




3.

(a) Two members recommended that Part VI (the
Coastal Trade) of the Navigation Act be
repealed.

(b) Three other members recommended that the
Navigation Aet remain as it stood, that
the official administration be changed
and that the officer responsible for
administration be placed directly under
a Minister,

(¢) PFinally, two members reecommended -

(1) That the Coastal Trading provisions

of the Navigation Act be repealed;

(i1i) That there be substituted adequate
duties under the Customs Tariff Act
upon all foreign shipping with a
lesser preferential rate upon British
shipping, calculated in the case of
cargoes upon the rates of freight
charged per ton; and in the case of
passengers, upon the fares charged;

(i1i) All other sections of the Navigation
Act to stand,

7o The first two Commissioners referred to above
declared that an Australian-owned Mercantile Marine did
not exist and, furthermore, that it was not likely to
come into operation by reason of the Navigation Act,
They were particularly impressed with the fact that the
greater the distance from the industrial centres of New
South Wales and Victoria the greater the outery against
the effects of the Navigation Act. The farther the
population was removed fro? gailway facllities and hence
dependent on sea carriage \1), the stronger the demand
for removal of restrictions placed on shipping services
by the Act.

8o It was found that New South Wales and Victoria
are not affected by the operation of the Navigation Act to
the same degree that trade and industry in other states
are affected by ity for the following reasons i

(a) New South Wales and Victorlia are well served
by railways.

(b) New South Wales and Victoria have extensive
local markets which absorb the greater (2)
proportion of primary and secondary output,.
The high frelght question, therefore, is not
so urgent.,

(¢) The Navigation Act has tended to centralize
shipping, trade and industry near the large
centres of population. Hence the difficulties
of the outlylng States are aggravated,

(1) Tasmania, of course, represents the extreme case.

(2) This is the essence of the freight rate problem
for the outlying states of Tasmanla and Western
Australia. The main markets for the products are
not located in the home state. Vide detailed
discussion in Chapter VII, .
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9. (a) With regard to Tasmania, the Commissioners
pointed out that this state is in an entirely different
position from any of the other states, in that it is
solely dependent on sea carriage for %he transportation
of cargo to the mainland, and the island is off the
route of ordinary coastal shipping.

(b) The Commissioners found that “of the Tasmanian
ports Strahan has no service, the North-West coast ports
of Stanley, Devonport, Burnie and Ulverstone have a good
service, Launceston has a direct cargo and passenger
service with Melbourne, whilst Hobart's one regular
interstate service i1s with Sydney".

(¢) Before the Great War of 1914-18 Hobart had a
direct weekly service with Mecl bourne, provided by large
vessels of about 6,000 tons, which did the round trip -
New Zealand, Melbourne, Hobart and then Melbourne, back
to New Zealand. Thlis was a regular passenger and eargo
service. There was also,

(1) a regular passenger and cargo service
from Hobart to Melbourne, via Strahan,
which provided direct communication
to enable Hobart to trade with the
mining distriets of the West Coast;

(11) a weekly passenger and cargo service
between Hobart, Sydney -~ Hobart, and
Hobart - Sydney « New Zealand;

(111) a direct fortnightly service from England
to Hobart provided by vessels of the New
Zealand Shipping Company and the Shaw
Savill and Albion Steamship Company.
(Hence, Hobart was the transhipping port
for a number of passengers for the other
states,)

(d) The Commissioners investigated the question of
interstate and oversea services to Hobart, and whether
the curtailment was due to the operation of the Navigation
Act, In regard to the P. & 0, vessels, there was
considerable evidence submitted that the Navigation Act
prevented them from calling, unless under contract to
11ft cargoes of fruit, Again, the evidence seemed to
indicate that the service between Hobart and New Zealand,
via Sydney and Melbourne, ceased because calling at Hobart
constituted Ycoastal traéing" and the vessels calling
would have to Ylicense" under the Navigation Act, and
incur all the conditions and expenses attendant thereto.
The same applied to the discontinuance of the Hobart -
Strahan - Melbourne service,

(e) The question then arose as to the effect on
Tasmania of the cessation of the above services,
Particular reference was made to the tourist traffic and
it was noted that Tasmania caters for tourists to a |
greater extent than most of the other States and the value
of the tournst trafflc is considerable, It was claimed
that the fact that the mail boats were no longer permitted
to carry passengers interstate prevented wealthy tourists
¥isiting Tasmania, Prior to the Great War 1914-1918
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the number of tourists who travelled via the "apple trip"
was increasing, and this branch of the tourist traffic
was being built up, when the war stopped it, and the
Navigation Act prevented its revival,

(f) It was claimed during the hearing of evidence
that many avenues of trade had been blocked as a result
of the Navigation Act, that the pre-war trade routes had
changed,; and'that Hobart was no longer a port of call on
the new routes., For example, a regular trade was from
Hobdrt to-Adelaide, and thence to Western Australia; sinece
all the vessels on that route were overseas vessels the
Act now prevented them carrying passengers and/or cargo
between interstate ports.

(g) Prior to the Navigation Act there was an increasing
trade between Tasmania and New Zealand, particularly in
timber, Jjam ?n dessert fruits. TUnder -the Act
transhipmen% 3) in Sydney became necessary, invelving
extra handling charges and hence trade ceased, Direct
shipments to New Zealand, Western Australia or North
Queensland ports were possible only by chartering special
goats,twhich would usually have to travel to Hobart in

allast,

10, (a) The three Commissioners who recommended that the
Navigation Act remain as it stood, but that the official
administration be changed and the officer responsible for
administration be placed directly under a Minister, pointed
out that the subject matter of the Commission was originally
entrusted to a Select Committee of the House of Representa-
tives, The Committee was appointed to investigate state-
ments made against the Navigation Act - statements set
forth and endorsed by the Tariff Beard in 1ts Annual Report
dated 28th June, 1923. The Chairman of the Tariff Board
Placed a memorandum before the Committee and gave evidence
in support of the Board's claim that ",.. the Navigation
Act 1s working very detrimentally against the best interests
of the primary and secondary producers," In regard to
competitive marketing the Board stated the Act placed
producers in Queensland, Western Australia and Tasmanla at

a disadvantage when endeavouring to compete with imported
goods shipped to other states.

(b) The three Commissioners found no evidence that
the development of the states of New South Wales, Victoria
and South Australia had been in any way retarded by the
Act, These states Ycontain three~fourths of Australials
population, produce three-fourths of total primary and
secondary output, and between their ports are i?z?rchanged
four-fifths of Australia's interstate cargoes". The
Commlissioners were of the opinion that there had been no
additional centralization in those States since the
Navigation Act came into operation.

(c) It was alleged in evidence that Tasmania had been
placed "at a serious disadvantage' due to the working of
the Navigation Act. Against this the Commissioners
maintained that Tasmanian exports, measured in actual ton-
nage, doubled from 1913 to 1923; again, that the export
of fruit overseas in 1923 was a record of 1,562,000 cases;
and that more boats went into Hobart in 192§ to ship fruit

(3) Transhipment charges will be discussed in
detaill in Chapter IV,

(4) Report of the Royal Commission on the Navigation
Act (Printed 20th August, 1924). Report by
Three Commissioners p.37.
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than ever beforej that although only half the numbers of
fast mall boats visited the capital port, this fact applied
to every capital port in Australia because the oversea
mail service was 50 per cent below pre-war, Agaln, "the
rates on fruit and the products of frult between Interstate
ports on ships under the Commonwealth Navigation Act and
the arbitration laws are 30 per cent above pre~war rates,
On oversea ships not affected by these laws the rates on
fruit and the products o§ fruitare 60 to 250 per cent

above pre war rates." (5) (It should also be noted that
1923 was Tasmania's record year in tourist traffic and

that 98 per cent of those who visited the state travelled
on vessels manned by Australian seamen),

(d) As a result of their investigations the three
Commissioners concluded tha%/ there was a 30 per cent
increase in Australian coastal rates between the outbreak
of war (August, 1914) and the advent of the Navigation Act
(July 1st, 1921), but that coastal rates had not risen
after the Act. On the other hand the inecreased freight
rates imposed by the overseas companies upon the majority
of Australian products for Burope, Asia, Africa and America
were considerably bigher than this 30 per cent. Again,
the Commissioners contended that Australian coastal rates
were not in exeess of rates charged between ports of terri-
tories with similar geographical circumstances, For
example, Australian coastal rates were below the rates on
the coasts of the United States, South Americe, and South
Africa, although ships on such coasts have the advantage
of lower running costs so far as wages are concerned,

1. In the third minerity report the remaining two
Commissioners, in a preliminary note, pointed out that the
whole investigation involved more than ordinary difficulty
because conditions were not normal, and further that the
shipping of the British Empire had been under government
control for some time during and after the war, Moreover,
after the war services were necessarily curtailed, freight
rates increased, and, in 1921, shortly after the cessation
of shipping con%rol, the Navigation Act became operative.
The shipping industry was confronted with many difficulties
due to the sudden change over from war to peace, with all
the attendant alteration of conditions, and this fact
"made!" the task of determining the actual effect of the
Act on Australian trade, industry and development a very
difficult one". (The difficulty lay, of course, in
separating the effects of the war from the effects of the
Navigation Act, on shipping services and freight rates,

and upon industrial development),

12, In 1928 the Prime Minister announced in his policy
speech his Ministry's determination to repeal the coastal
clauses of the Navigation Act. After referring to the
"decreased facilities, notwlthstanding the increased
population and trade", Mr. Bruce said :=

1Tt is shown that these decreased facilities, cembined
with high fares and freights, have operated to the
detriment of Australian industry as a whole, The
Government feels that this condition of things cannot
be allowed to continue. The coastal clauses have
failed to achieve the objects for which they were

-
X
:

4

(%) 1Ibid. page 47.
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introduced, but the Government does not consider
that it follews that all endeavours to establish
an Australian mercantile marine should be abandoned,

"It is, however, imperative that new methods should

be adopted, The Government therefore proposes that
the coastal clauses should be repealed.and that, in
lieu thereof, protection should be glven threugh the
tariff provisions to vessels complying with Australian
standards of wages and living conditions,

"The Government bellieves that, if a rate of duty were
imposed on passengers and cargo carried by oversea
ships in competition with Australian shipping around
our coast, sufficient to give protection to our
shipping industry, we would secure falr cempetition,
which would result in a mere efficlent service and
in reduced fares and freights., From the revenue
whieh would be received from such duties, subsidies
could be paid to Australian shipping services,

“This," Mr. Bruce further deeclared, 'whilst assisting
Australian shipping, would also serve to assist the
development of the outlying or backward portions of
the Commonwezalth,"

Following these declarations, the Bruce-Page Government
was agaln returned to power by the Australian electorate,
Hence under date 4th January, 1929, the Minister for Trade
and Customs referred to the Tariff Board the question of
the practicability and desirability of encouraging the
primary and secondary industries of the Commonwealth (in-
cluding the industry of shipping) by substituting for the
protection to Australian shipping against competition from
overseas shipping in the Australian coastal trade, (afforded
by the Coasting Trade provisions of the Navigation Act),
protection by other means, for example s

(a) By the imposition of taxation on cargo and/er
passengers carried interstate by overseas
vessels; or

(b) By the payment of subsidy or bounty to
Australian shipping; er

(¢c) By the licensing of overseas vessels to
engage In the Australian coastal trade subject
to the payment of licence feesg on a basis to
be prescribed; or

(d) By a combination of any of the above means,

The Boardfs investigation involved a comprehensive review
of the financial position of the various shipping companies
and organizations concerned,

13, The terms of reference of the Minister for Trade
and Customs to the Tariff Board clearly indicated an
intention that protection to Australian shipping against
competition from overseas vessels should continue, the
question referred to the Board being that of the substit-
ution of some form of protection in lieu of that provided
by the Navigation Act,

14, It has often been pointed out by the Board in
annual reports and in reports om applications for tariff
revision that those lndustries enjoylng protection under
the customs tariff are under an obligation to the community
to provide satisfactory products at reasonable prices,
having in view costs of production and other factors. (6)

(6) Compare the announcement on September 12,1945, Dy the
Prime Minister (Mr. Chifley) that the Tariff Board, in
association with the Secondary Industries Commission,
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3
This naturally Spplies, in no less degree, to industries
protected or assisted by means other than the Customs
- Tariff and the Board has not been unmindful of this faect
in dealing with the shipping industry.

15, This being so, although the Minister's reference
called for inquiry only into the question of substituting
some other form of protection, the Board endeavoured to
ascertain to what extent those shipping companies which
operate under the protection of the Navigation Act had
succeeded or failed in fulfilling their obligations to

the community by :- '

(a) Providing reasonably satisfactory services,
(b) Maintaining a reasonable standard of freight
rates (and passenger fares) having regard
to ship operating costs, the services called
for, and the rates (and fares) obtaining in
other parts of the world, '

16, The services rendered by the Australian shipping
companies were, for the inquiry, divided into two main
headings, namely, passengers and cargo, and these were
further subdivided into =

(a) Passengers (1) Aceommodation.
(11) Fares,

(b) Cargo - (i) Freight rates.
(i1) Freight space.

Our concern in this study is with "b" above only.

17 Various evidence tendered to the Board indicated
that, whether justified or not, there was a general feeling
that high freight rates were a burden on manufacturer and
primary producer alike, and the conviction was widespread
that the conditions imposed by the Navigation Act consti-
tuted one of the main reasons for the reputedly high
freight rates. This general opinion was apparently held
by the members of the British Economic Mission, who stated
in their report to the following effect :-

"These states (Western Australia, South Australia,
Tasmania), and Tasmania probably most of all, are
further handicapped by the high cost of freights
in interstate trade, which result from the opera-
tion of the Navigation Act%,

Two questions then arose, namely -

(a) Were the Australian coastal frelghts excessive?

(b) Would the repeal of the coastal clauses of the
Navigation Aet tend materially to a reduction
in these freight rates?

e

(6) (Cont'd).
would, in future, investigate regularly the cost structure
of protected Iindustries.
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18, Section (a) above was considered by the Tariff
Board under the two headings, viz :=-

(a) The movements in overseas and Australian coastal
freight rates from 1913«1929,

(b) A comparison between the rates ruling on the
Australian ecoast and those on the coasts of other
countries,

Such comparisons are difficult to drawj the Board's
conclusions are summarised in paragraph 42(b).

19 During the course of the Board's inquiry
reference was repeatedly made to the fact that the freight
rates on the Australian coast had increased since the
Navigation Act came into operation, from which it might

be inferred that the Australian shipowners had taken
advantage of the protection afforded by the legislation

to charge unduly high rates, The figures quoted in the
report and the comparisons made show that although there
had been an increase in the Australian interstate freight
rates since the Navigation Act was proclaimed, there had
been a greater relative increase in the freight rates
charged by overseas vessels, For example, the interstate
rates current in 1929 represented an average increase of
59 per cent over those of 1913, whereas in the case of the
overseas trades the rates for 1929 represented an lincrease
of 79 per cent over those of 1913, During the 1914-19
war period the rates from Australia to the United Kingdom
increased by 492 per cent whilst over the same period the
Australian coastal rates, which were under governmental
control, remained stable.

20, Although Australian coastal rates in 1929
appeared to be high in relation to overseas rates, they
were comparable to the coastal rates of other countries.
The Tarlff Board was satisfied that Australian coastal
rates were warranted under the circumstances,

21. With regard to freight space the evidence
tendered to the Board indlicated that, with the exeeption
of refrigerated space and deck spacefor fish, the facilities
offered by the Australian companies for the carriage of
dargo were regarded by those concerned as sufficient to
meet requirements. In regard to refrigerated space and
space for fish, complaints were made of disabilities in
certain directions. Complaints regarding lack of
facilities for the shipment of fish were made by repres-
entatives of the industry in Tasmania. In 1929 the fish
industry to Tasmania was worth about £37,000 p.z. Fish
for Melbourne had to be shipped via Launceston from Hobart.

22, It was contended that the conditions imposed by
the Navigation Act had been a heavy burden on industry and
that the shelter from competition provided by the Act had
resulted in a lack of incentive and efficiency on the part
of the Australian shipping companies. It was claimed that
this being so, the Navigation Aet had failed in its object,
namely, that of building up a mercantile marine. The whole
matter was complicated by reason of the fact that the
Navigation Act had eome into operation before the recovery
to normal after the unsettling effects of the war period.
Hence, in considering the question the following dates were
noted by the Board, viz :=-
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1914=-18: The war period.

1917: The completion of the Trans-Australian
Rallway,

1918-21: The period of extreme shortage of
tonnage in the world's shipping and
the peak price in overseas freight
rates,

1920 The release from Governmental control
of the Australian interstate ships.

19213 The Navigation Act came into operation.

1921=24;: The extension of the Queensland coastal
rallways.

23. The effect of the war in reducing the
Australian coastal fleet was very material, During that
period the Australian mercantlile marine was under Govern-
mental control, its services, fares, and freight rates
belng regulated, Ocean transport became of vital
importance to Great Britain, many boats were lost through
submarine attacks, and, as a result, freight rates rose
sharply. A large number of Australian vessels were
requisitioned for war service, and, in 1921 the total
tonnage of passenger vessels was 93,037 tons. In 1929 the
tonnage of the fleet had deeclined to 75,000 tons. The
extremely high freight rates which ruled overseas during
the post war period created an extraordinary demand for |
tonnage, Moreover, fluctuations in the cost of ship
building were very violent,

24. The Navigation Act was brought into force in
1921, The coastal fleet had been under control until 1920,
and there was a shortage of cargo tonnage at the end of

the control period, It was generally considered that

the securing of boats to handle the cargo was more impera-
tive and would prove more remunerative than the addition

of boats for the passenger services, and, for that reason,
all purchases to replace the older ships that were sold
were cargo boats. Contemporaneously with the serious
reduction of the services on the Australlan coast by the
withdrawal of oversea boats came the added facility for
travel on land, both by railway and by road. This compe-
tition would have had a marked effect under normal eonditions,
but the effect was more serious by reason of the fact that
it partially coincided with the reduction in effieiency of
the shipping facilities.

25, The Tariff Board was convinced that this reduc~
tion in tonnage of the Australian coastal fleet did not
indicate neglect or indifference on the part of the
Australian shipping companies, Nor was the reduction
mainly due to the Navigation Act, To substantiate this
view, the Board listed the more important factors which
had contributed to the reduction in the Australian coastal
fleet and the decreased number of persons travelling
interstate by sea, viz :-

(2) The exigencies of the war period.
(b) The shortage of tonnage following on the war,
(¢) The extreme costliness of shipbuilding,
(d) The growing competition of means of transport
' other than shipping.
(e) The hold up of vessels due to industrial
disputes.
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26, Throughout its inquiry, the Board endeavoured to
obtain data which would enable it to assess the likely re-
sult on the Australian interstate passenger and cargo
services that would ensue if the coastal clauses were
rescinded. The Board directed its attention to answering
two questions. First, what proportion of the present trade
of interstate shipping companies would be lost if the over-
seas vessels were permitted to enter the coastal trade?
Secondly, what trades did overseas shipping companies ply
on the Australian coast before the coastal clauses of the
Navigation Act came into operation, and what trades would
they operate 1if the Australian coast were again open to
them?

The Tariff Board concluded that,

(a) The volume of coastal cargoes lifted by overseas
vessels prior to the 1st July, 1921 was very small,
being approximately 2 per cent of the total trade.

(b) Overseas vessels plying regularly around the Austral-
ian coast anticipated handling very little cargo
even if the restrictions were removed, and this
despite the fact that considerable space would often
be available in these vessels.

Representatives of the interstate shipping companies ex-
pressed the fear that, 1f the coastal provisions of the
Navigation Act were with%rﬁwn, spasmodic competition would
arise from tramp vessels 7) and other overseas vessels
which would seek tonnage on the Australian coast when there
was a shortage of tonnage elsewhere,

27. As pointed out above, the Navigation Act lmposes
upon shipping engaged in the Australian coastal trade other
than those specially exempted by permit, certain conditions,
compliance with which has added considerably to the cost

of the services. Part VI (Sections 284-293A) of the Act
makes provision for the licensing of ships to engage in

the coasting trade, and no ship, whether registered in
Australia or otherwise, is5 permitted to engage in that
trade without a licence,

28. The Tariff Board sought to ascertain the cost to
the Australian shipping companies of complying with the
conditions imposed by the Act. The position was (and, of

course, still is) complicated in that the Navigation Act and

the Arbitration Court each have an influence and hence it
was difficult to determine to what extent the added cost
was due to each of the causes named.

29. The Navigation Act sets out the conditions of
accommodation, manning and victualling. The Arbitration
Court requires local shipowners to pay certain wages and
observe certain hours. The whole aim is to bring the con-
ditions of employment of the Australian seamen into line
with the accepted Australian standard of  livinag. There

can be little doubt that the maintenance of these conditions
has been very costly and has placed a heavy burden on those
who engage in local shipping as compared with overeeas
shipping.

T "“34

1

|

(7) It is the businesgbf tramp vessels to wander over the
seven seas searching cargo in any port where it may be
awaiting shipment. The tramp operator secures cargoes for
his vessels through shipbrokers throughout the world who
specialise in securing such cargoes. Tramp competition
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30, (a) The Tariff Board grouped these additional costs
under two headings :-

(A) The cost of altering vessels constructed
prior to the Navigation Act in order to
make them comply with the conditions of
that Act.

(B) The extra costs due to wages and conditions

‘ including

(1) number of crew.
(1i) rate of wages.
(1i1) victualling.
(iv) sick leave. j
(v) overtime. ‘
(vi) industrial troubles, |

(b) With respect to (i) and (ii), not only did the
Tariff Board find that the Australian wage showed
a substantial increase over those of other countries,
but the number of officers and crew employed in ~
manning a vessel on the Australian register was
also in excess of the requirements of other nations,
averaging about ten more than elther the American
or the British, and representing an increase in
the manning of from 25 to 30 per cent,

(¢) With respect to (iii), the cost of victualling was
greater per head on the Australian coast than in
any other part of the world, and the aggregate
cost, was, of course, further increased by reason
of the hands employed.

(d) With respect to (iv), section 132 of the Navigation
Act requires that a seaman or apprentice left on
shore at any place 1n Australia by reason of ill- {
ness or acclident in the service of the shilp incap-
acitating him from duty, shall be entitled to the
continuance of full wages up to a certaln stated
limit during such incapacity. The Tariff Board
calculated that the probable cost of this provision
to the industry equalled £25,000 per annum,

(e) With respect to {v), the most serious additional
charge borne by the Australian ?h%pping companies
is that incurred for overtime, (8 BEvidence subw=
mitted to the Tariff Board indicated increasing
eosts except for stores and water, and docking and
repairs, and showed that the most serious ilncrease
was in relation to overtime, the 1926-7 figures
for which were approximately 500 per cent higher
than those of 1913-14. ;

(f) The Board drew attention to the very serious cumula-
tive effect of the charges reviewed, "It is of
vital importance that the cost of running vessels I
should be reduced wherever possible, particularly
in view of the fact that lnvestigation has shown
that under exlisting conditions the profits made by
the shipping cempanies engaged in the Australian
coastal trade have been negligible" (page 32). In
this connection the Board polnted out that the
Australian manning conditions call for a larger

(7) (contad)
is on the basis of price. The rate quoted is the deter- ,
mining factor. !

(8) The effect of overtime rates on the cost of ship
operation should be noted, especially ilnsofar as operational
costs determine the ruling freight rates,
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crew for vessels than is employed on vessels trading
on the coasts of other countries, while at the same
time the costs on Australian vessels for overtime and
other similar items is much greater than elsewhere,
(Of course it is only reasonable that Australian
seamen should receive wages and be subject to condi-
tions consistent with those applying to other indus~
tries in Australia., As regards overtime, however,
the men employed on a vessel are in a different
position from those working on shore. The former
live right on thelr job, while the latter have fre-
quently to travel some distance to their work).
While it did not suggest that the longer hours which
were worked at one time on Australian vessels should
be reverted to, the Board felt that the existing
conditions governing the payment of overtime should
be capable of revision with a view to assisting the
Australian shipping companies to reduce the cost of
running their vessels, "It would seem reasonable
to expect that, where the manning conditions are on
a more liberal scale and the rates of wages higher,
the overtime charge should not be greater to such an
extent as the figures quoted herein show them to be"
(page 33).

(f) Another difficulty with which the local shipping
companies have had to contend is the serious number
of industrial disputes that have occurfeg with regard
to either crews or waterside workers. ‘9 In
this respect, the Board reported as follows : -

"The conditions of employment on the

ships trading on the Australian coast

are superior to those obtaining in

most other countries, and the maintenance
of such conditions calls for the co-
operation of all parties concerned in an
effort to make the cost of running
vessels under such conditions as low as
possible consistent with reasonable
standards of living."®

3. Reference will be made later to the several
joint working arrangements under which the interstate ship-
ping companies operate, but here it should be noted that
the Board found no evidence that the arrangements had been
devised for the purpose of enabling the shipping companies
to take undue advantage of shippers or that they had been
operated to the latter's detriment,

32. The financial results of the Australian shipping
companies from their interstate services were examined by
the Board, for, obviously, if it eould be shown that the
companies protected by the coastal elauses of the Navigation
Act had taken advantage of the protection by charging unduly
high freight rates and fares, that might be regarded as a
justification for substituting some other form of protection
and taking the consequent risk of reducing the existing
protection.

(9) Maritime industrial disputes have a twofold result
in that they,

(a) increase the cost of trip operation,

(b) dislocate the regularity of services.
This second factor is, perhaps, more important., Vide
Chapter VII.
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33. The greater proportion of the interstate cargo
and passenger services (over 90 per cent) which would be
affected by the opening of the coast to overseas shipping
1s owned and controlled by the Australian Steamship Owners'
Federation. There is a considerable tonnage on the
Australian coast owned by concerns outside the Federation,
but it is engaged for the greater part in intra-~state trade
or in services unlikely to be ®ffected to any appreciable
extent by competition of overseas vessels. For this
reason, the Board restricted its investigation into the
financial position of the companies within the Federation.

34, Bach of the companies has trading operations
and/or investments out side interstate shipping, and, as the
main concern of the Tariff Board in the investigation was
to ascertain the financial results from interstate trading
the figures relating to intefstate shipping were separated
out from those relating to the other interests. For the
purpose of arriving at the position of interstate trading,
the average capital employed in that side of the business
was calculated, not on the basis of original valuation of
the assets of the respective companies, less allowance for
depreciation, but on the Federal Taxation Commissioners*
written down value. The Board considered this to be the
most equitable basis to work upon as the value of the
vessels had been written down in the books of the companies
to figures much below their market value,

35 For the years 1926, 1927 and 1928, to which the
Investigation referred, total net profit from all services
decreased progressively, and in the ecase of some of the
companies, there was some inflation of capital in earlier
years. Thesewere investigated by the Board!s accountant,
the lnvestigation going back as far as sixteen years, So
far as the shipping business of the companies was concerned,
the inflations were the result of charter monies earned
during the war period and immediately afterwards, when rates
were abnormally high, and of the sale of vessels during the
same period when ships were at a premium and extraordinarily
high selling prices ruled. The Board found that, "the
dividends paid 1n recent years out of the profits other
than from interstate shipping have to a large extent been
the result of monies earned by chartering and the sale of
ships together with the income derived from profits wisely
invested®, (page 36).

36, As regards the financial operations of the
companies in interstate shipping, the Board found that on
the basis of eapital employed the result of trading for the
years 1926, 1927 and 1928 was as under :=

lear Ber cent
1926 2.4 profit
192 1,6 profit
1 92 008 léSS

These figures clearly indicate that the companles were
dependent upon the return from their business interests é“»‘
outside interstate shipping for such profits as they earned. |

i ey

(10) The 1924 Royal Commission also examined the financial
results of the shipping cbmpanies, The inquiry covered one
year before the 1914-18 war, one year just prior to the
coming into force of the coastal provislons of the Navigation
Act and one year under the Act. The years 1913, 1920-21,

and 1922 were selected, The percentage increase of the
earnings and expenses on those of 1913 for the years 1920-1
and 1922 respectively were as follows ;-

TR
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37 Evidence indicated that the decline in the earnings
from interstate shipping during these years was to a

large extent, caused by industrial disputes between the
companies and their employees, by interruption to services
caused by labour troubles on. the waterfront, and by dis-
location of services due to disputes in industries on which
shipping depends for a considerable proportion of its
business (e.g. disputes on the coal fiselds resulting in
diminution of output).

38. However, the Board could see no reason why the
Australian interstate shipping companies "should not, in
the future, be able to show a reasonable profit on capital
invested provided there is a return to normal conditions
and reasonable freedom from ‘labour troubles" (5. 37 ).

39. Although the Board as a result of its investigation
did not favour any alteration of the existing law relating
to navigation, it gave consideration to the question of

the practicability of substituting some other form of
protection to Australian shipping other than that afforded .
by the coastal clauses of the Navigation Act. One such
scheme considered was that passengers and/or cargo be
carried between poris in Australia by all ships, British

or foreign, on compliance, at the option of the ship owner,
with one or other of two conditions, namely -

Ert-——a_

T TR R

—

R i

o



40,

15

(a) Full compliance with Australian conditions as

to manning, wages and crew accommodation; or

(b) Payment of a tax, at a prescribed rate, on the

business done, In other words, the existing
provisions of the Navigation Ac% as to the
granting of licenses to engage in the coasting
trade to ships complying with Australian condi-
tions should be retained as a simple and effec-
tive means of identifying ships that comply with

Australian conditions, but on an optional basis,

No tax would be payable by licensed ships.

(1) Passenger Tax:- A fixed charge of so
mu