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Feb. 4, 1836.

Rev. S.W.Bail,
Arecadin, Fla. -

Dear Sir:i:-

: At the suggestion of Wrs. Nugent just arrived from
Arcadia, I a  sa2dnding Yyou gome printed matter relative to our
1ittle city, with which she s=ems very favorably ilespressed--as
of coursa, it seems to Uus ghe should be.

It is not only a thriving business and residense cofm-
munity but there has veen carried on here for more thzn for 40
years, & v Iy interesting experiment in the application the
principle of taking land values (exclusive of improvements)
for public revenue, which, indeed,’ was the major purpose for whke
which the community was founded, in 1894.

. should any further information te desired we would be
glad to furnish the saws, 0N request.

Yours very truly,
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April 28,1933,

Mre. H.B-B&iley,
Roggen, Colorado.

Deay Madamie

Yo re of 21et was duly received, and I was glad that the
pleasant memories of Falrhope, on the part of yourself, your fath-
er ani mothar, make you conrider & ex possible move here. I as
gure if you liked Fairhopes befors you will like 1t sudi more now ,
for t e passing years have ‘rought many improve ments and nave
not married the frisndly, altruistic spirit of her people.

My dear sister, in who=2 housa you then had rooms, has
passad to the beyond, her deatn oorurring Oct 18th, last year. 8he
was aged 87 yesars, 7 months and seven daye.

Ne think we are well advised that our clisate averag-s
about as fine ae is to & found, and our schools rank very high in
work perforeed among mchools of the nation and have been immensely
ioproved in the last few years; though sadly hampered just now for
lack of f nds which s2¢ 8 to be a chronic corpdaint muxin many
states.. _

Qut State Agricultural and Mechanical School a very fine
gschool, is at Auburn, about “60 miles frow Fairhope. There are
young ren from here in attendance at every session. Trere are no
agricultural coursee in our High School. But we have a newly aé-
tablis o4 State Agricultural and Horti -ultural Experis nt Sta-
tion, ~o«dng right up to the town boundary. This whols section of
the state was sooured by the 8 1l experts when se ecting a site,
which speaks well for t e land in this vigcinilies..

Ted
O i

Qur Singils Tagfﬁa&ﬁﬁfwhas laud to rent for froam $£100
to 23.50 an acre, undet its plan, which ie pretty well set forth
in our "Apolication for land” copy of which is enclosed. Land can
be purchased within three or four ailes of town for $25 an aste and
upward., Our plan relieves one of the rocessity of investifz in
land and the rent includes taxes upon 1 1d, improvesents and per=
gonal property.

As to the opening for & barber, t¢ »o have 4, opsrating
three shops did have another, "ut h= went wuzck 1O Mobile frdu
whence he came There asicht be an opemirng at Daphne € miles away,
but I am not advised. A

I am seniing you a late copy of the Fairhope Courler and
a pamphlet, which may interaest you Hoping to ear more from you,

$2 Yours very sincerely,



Q\}w% ,M@,(_&ML\‘)Q\55

\..A\ Ao u\/\"a‘“’\/v

%M w"' z M“”'G‘“‘“k”(fc-ML ___.;\_/{“&\.a:k \%;,. D WP LWM&F’L

\»\W— L/u-»\,\_,‘ w__,o___‘_M ket ;LL

: w‘-V\'U:W“'\ bW ‘i*“'c’*w*-«—ehm G Xal o B Ve
e Bl

e . {m L/‘ﬁ» ——r &‘we» (ST \t/&’\w-x'

w WQMK‘\ el «f,umf'-,ﬁa«—«d\,‘ (_J;)._,{_A_\_%_L o el L‘Lu—-u-t»: i

b o e l».,&_ru ~ el 4 -

“»-%LL&.&.--E«‘"‘("‘L-"? — B gh . \are

' 4 1 " >
\Aw——u_ﬁ—é—» "QA-/LL&.. L,a | PP PR - S Et“;*vﬂ.@..,‘,q_,,:_‘.,.., \,.Lﬁ-f\.bx.kli""b(.&.‘c.x_v‘ Ltadansy
i ‘

\\.—o«m/ /L’L\A,(._—r) e GL,M—L«-'"\ S I T S Ay L,,L,n..aka»j.. 14«



= gt o oToe \e L 2 T N
St 0 % - \ ‘\)\ b, e isc,._e_.-.&u« r\.‘-—ua—lL.
e v«%m Y TR PO (R UGN & PO b

i ,Muwwuwww’—%“ﬂ%’“ﬂ

ST ey o it e Vst



June 27, 1935

_Edwin Baird, Editor & Pun.
Real Ameries,
Chicago, Il1.

Dear Mr. Bairi:-

Pernit me to express my apnreciztion of the - xe
"oellsnt manner in wnhich Real Americn, presented two efforts fo

advance the Single Tax cause; on: oy Mr. Theodore L. Morits,
through amenment of the taxation laws at Washibgton, and the
other, that at mairhope,to do so by self-selected, self-starting
gxagram group who free land for their purpose by buying it =nd
then adminigstering it ~s if it wers the common property of
those locating upon it.

I anticipate a number of inguiries from paonle inter=
ested by Real A erica, for further information snd hopes you will
havwe call for a number of extra coples.

Youras very truly,

Secretary.
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Nov. 33, 1831

Mr. Frank E.Baker, i
Montello, lama. ‘

. Dear Mr. Baker:e

Replylinz to yours of 17th I am pleased to inﬁorm,you
that the Colony founded by the Pairhope Industrail Aggoclation , of
whiac you have read in Hind's American Communitice is not only still
in existence, but "going strong® with no chanze in prineipls, but
reincorporated under the laws of Alabama as the Fairhope Single Tax
Corporation. Do A ~

I am enclosing you some rather fragmentafry literature
including ®"Quarter Centennial History® which brimgs us down from the
beginning to 1920; and sowe other matter, including as the 1@t&at;
a letter gotten out for distribution at the recant Henry George Con-
gress neld in Baltimore last month.

The Fairhope Couréer, which was publis:cd durinr sarly
years a8 a oropaganda shest for the Colony by the organizaticnw-but
alwvavg a2t & loss, has been for years my personal property, but devoted
to the sa:me ideals. |

I am‘mailing you & copy of so and would be very glad to
have ycur subscription. ‘ i

Hoping that vI have given you the information desiged,
and to hear further from you, I am, i i

“K Yours very sincarely
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#Phe It County of Alabama® which hes mpnaideﬁable regarding F&ire'l

Ot. 17, 1930,

JﬂGQ B&kel’, 330.
onefficld-Nuscle Shouls
Chamber of Commerce,
Shetfield, Ala. :
. \ 3
Dear Mr. Bakerie A

; -1 was pleased to recsive your intprasting communioae
tion of 1lth, since receipt of which Kr. Biphop hae raturnad from
his trip north and y have also beon prtyile%@d to read a copy of
his radlo address on Fairhope, thogh no copy .of the Federadion
News with his speech hus been receliveds \ :

i I am sorry that we have not &t the present time in
ona plece of literature the information about Pairho e, whish
on¢ unscquanited with our theory and plans would need to get
the same fairly bofore him. However, I am sending you some
thince which =11l heipj including copy of our lejsipe \and applica~
tion, which is @ part of the same; copy of "Quarptir. ntennial Hine
tory? which goos back to the beginning of the ¢ffort;y o little
folisr "Whose Land?® which pregente im story form something of our

view of the land question and in tho eloeing pdragraph mekas

" brief explanation of the Celony plan; in adition to which 1 &m

glad to include condenaat ion of Henry George's great work, (*Prog=-
ress and Povert§® which is the °Bible® of the movement; and 1last
but by no means lea st, & little but mighty folder, cntitled \
eCausss of Businese Depression® written. by Ur. George in igR4, -
(just the year in whioh Falrhope wee founded) and which is just ao
true today as wken it was wrltten, Am also adding a copynot\repﬁﬁnt
oy local ‘hamber of Commerce of an ertipl: @ppearin: in the last.
Febraary nuebheor of the Employes Magazine, of the Lo & N RaRi, ou\

hope from an outalde view; and. & copy of reprint of a page appear

ing in the Birmingham Newe, of Sundey, Peb., 37,1928. Trust if you

find time to go through this detached but related watter you will
£ind same interesting, and file 1% away,lwgerc an inquirer about
Alabana's Sinzle Taz Colony may b given. ROCO&S to it.

'As to your inauiries about persons whoss nar2a yob rave,

fauily lovobted to his idoals, lr. 'L.0.Blstior ie.an old Clinten, >

ind. Newspaper man end job printer, now amk1n¥ hia homo harels ly .
& ;

Emil Knips, a former iinncsotan, now calling
are Pairhope citizens, who, with mysalf and Knipa, astendsdlthe
Public Ownership Conference at Sheffiédd last Novem.er, anﬁhrd%\.’

irhope hin nq;ns@g N
John Saxe, J.A.Patiercon, E.C.Wolcotti M. F.Northrop and Emnmmg.gh“’ %

AN
> -

]

. Mp. Hanry Tidcman 18 & 2 alous Chicago 2ingletaxer, with grleniid -

our mayor, Ferrin since dead. Wr. MeLean is still recident hexe, N\ |



T —

brilliunt writer and speaker, former editor of the Arena, New
York, and theg author of a work ocalled ?8pritual Economics®
selling at 75 ocenta.

In reagrd to Muscle Shoale I am strongly of the hosa

that the progrescives in the next Congress, [representatives

both Democrstic and Republican, will be enough augmented in
the coming elzction, that fuvorabls action of the House on the
Norrie bill can be mecured.

Considering that not only does the water power bébng

5 %o the people but that se such of the pempelx peoples money has
' Been expended 1n development, 1t seeas to we that nothiny should

be consderpd but having the govermment retain full control and

'wl~¢dn1niatrationa I have remarked & pumber of times in my paper,

that the peopls about the Shoals a re so eager to have the

plants put to work, that they are ready to take hold of and

back up alwoat any action which looks to immediste results, over=
looking the principles which should be applied to the question,.

I am going to send you my paper for the next four months
anyway with my complizments. ; ' . '

Will be glad to hear from you at any time.

Very Sincer:ly Yours,

Baoreiaryes
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Sheftfield-Muscle Shoals

Chamber of Commerece

Sheffield-Muscle Shoals—the Queen Cities of the Muscle Shoals District—Thke American Ruhr—
Where Nature’s Mineral Wealth and Hydro-Electric Power offer opportunity and prosperity to millions.

SHEFFIELD, ALABAMA
October 11, 1930,

-Honorable E., B. Gaston, Secretary
¢/o Fairhope Courier,

Fairhope, Alabama,

(Baldwin County)

Dear Sir:=

_ I have read with a great deal of interest the fine
article on rage 2 of the Chicago Federation Labor News, of
October 11, 1930, which article is entitled “Fairhope, Ala=
bama The World's Pioneer Single Tax Town, An Existing Exe
ample of Single Tax Practicability", which was an address
prepared by L. O. Bishop of Fairhope, Alabama, and directed
by Henry Tydman over WCFL Radio Station, Chisago, Illinois.

Would be pleased to kmow as to who is Mr., Henry Tydman,
also would like to be able to place the identity of the
following: L. O, Bishop, John Emery McLean, Mayor of Faire
hope, Emil kKnips, H. N. Ferrin, John Saxedf C. of C., J. A.
Patterson, M. F. Northrop and E. C. Wolcott, all of Fairhope.
This 1l1st of names as appears on our mailing list were placed
there through different sources, Some of these gentlemen we
belleve attended the Public Ownership Convention held here
last Winter, We would like to know about them further and
their work, also would like to have the informative literature
about Fairhope, the Single Tax proposition and the ninetye
nine year lease features, and other Henry Georgg information,
which the Federatlon News article stated couLﬁ@ge had by
addressing our inquiry and request to you. o

The writer recalls some small data that we received from
a Mr., Mac Lean there, and we will go through our flles in.
effort to locate the booklst, but during these times of




@D

treme stress and economic depression throughout the Country,
caused by the Powers that be, we wish to have our files re=-
plenished and fortified by whatever good bolled=down data

that you may be able to send us, now and from time to time,
for wnich we shall be pleased to pay you reasonable charges.
You may also include the Failrhope Courier to be sent to us,
as the writer recalls having seen only one or two issues of

your good paper.

At this time, 2nd in this connection, would like to have
you write us what you think of the present status of the
Muscle Shoals Prbject, and as to what your ldeas are regard-
ing what definite disposition and Legislation may be had on
the subject, if any, durilng next Congress convening December
4th, Vie here locally being right in the thick of the fight,
sometinres I think are so close to the project in question
that we may lose sight of some bright idea that may be had
from an impartial view from the side-=lines.

Any suggestions or confidential advice which you good
people cculd offer, in the way of cooperation, none of this
being for publication, we should greatly appreciate hearing
from you along these lines. With our best wishes, we are,

Very cordially yours,

JGB:J<,



Foley, #labana

June 10,1935,
itor,fairhose Courier

Fgirhose, Alzs-. :

You no doubt reunember the effort started to build a chapel
ang logpital at the Baldwin County Lome. -

It hae ewroven a very costly effort to visit every werson who
ghould or could give toward this mueh needed Project,by a Personal vislis
ation,s0 we are asking each news paPer in the County to »ut on a four

weekg DRIVE through ite colums,hoping and trusting that this may &0 reaech,
and have such effeect that the money will come willingly and quickly.

This money ig to be deposited in the nearest bank 1o where
the resr®ectative Pevers do their banking,te the credit of the Bgldwin:
County Hogpital Fund,and I am sending you a cog§ of the first SET UP,
such as each Parer is given in the county: and do ask that you give the
necessary spPace in your varver,begining with the next lssue.

I should like to follow this up each week for four weeks
or a bit longer if necessary »roviding that the intrest is keen enough
to warrant the effort.

I ghould like that you publish the amount recieved each
week,thus making it a competition between the papers and the giving
»ublie. ‘

Realizing that you are acqualnted with thisg effort,l sghould
like to ask that you make any changes each week ag seels good to do or
gdﬁNwith any other itim that will incresse the competition and mnake it

EEN.

Instead of trying to buil@ a Two Thousand Dollar bullding as
has been suggested by some, we are content to build a Twelve Hundred
Dollgr building,thus making it easler to reach the objective.

~ Looking for ward to an interestimg and profitable Campaign,
to the blessing of the aged im the Uld Peoples Home,and thanking you im
sdvance for this effort and cooperation, I Am Sincerely Yours,

UeGeGilbe Z4LJ é% )@i;ézﬁz%/ﬂ

Commetteman working umder instruection
of Hr.Joyner,igr.of The Houme.



L.L.Baloh
108-38 119th Ave.,

Bt Albann, L 3

Dear Sirte

: Sorry to have neglected ucmowhst your favor of B e
4/20, reaueeting information about our Coleny. i
pleasure in sendirg you today oopy of last iscne of Paivhope. C
Courier, copy of constitution and lemme, copy of Chamber of
Qommerce reproduction of %The '1t' County of Deldwin, and
poae other matter whioch shoul* halp you to a fair undaratandlng

of coniitione here.

- Ravised cansue figures, place Pairbope as the largest
to"n in the county, we having run right up on the county seat g |

May 233, 1830

T am taking

Bay Hinotte, which in on the main line of the L., & N+ R.,Re and r |

2t the hesed of s brach line running

tupping the vetter paxt ot this wonderful aannty.

2 I wikh I had aomathi ng more oompr&hanwive to send P
you @nder single cover but late deiands have exhuuaet our last J.;x@%
Lo

@dlition of such a publ cation.

about 40 miles scuth and

HOuin’ the matter sent will be of pax intorest nnd

partioularly raoammenilng personal 1nvaatlgation, 1 am

Ybura very sincerely

g .
.. Seoretary,
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Fnoe Bafds vin,

45 Progpect Placee

Prospyot Tower, Apt.620,
New York City.

Dear Sir:-

‘f Youre of Nov. 2, 1935, was received and read with interz-
@st and should havs teen replicsd to =ooner. I note your vigit
here in 1921 and the & interest avakensd in yourself and your

3

son, in what w2 are doing here.
: "nile suffering as all places have from generally decem

&izad noniltiapq, state, national and internation i, as wal

as local, the progress of our town is a matter of covwent b

who seg, ’

1
y all

I thinok you ~ay have had a copy of briasf history of the
Colony, but am mailing a copy, with soxe other matter. Nota DAl
ticularly aingle sheet *Interestin. Comparisons® also finanoias
report for 1734. Do not recall "THF  ooklet "Facts of Interegt."

Believe this out of print.

Our Colony mansgement gets aleng very =211, as a ruls,
with loecal eivil =uthorities, to'n, and count. Our to an counci
is composed of youg men, holf or more of who « were torn here
¥e had a visit recently from the Mavor of Pittsburgh, McNair,
S8ingletaxer, and gave him a dinner at whio. two of the coun iimen,
tue: and mayor, made talks in whi: thev mphaglzed te cor
relations vetr2en the To n and Colony and as: aigned as large
on, the attitude of the Colonv with ressrd to long aming
comnon heritage, of which the dolony aduinistrators
porarily in charge they were ready to grant sitee
course, public »u' dinus, widening straets, eton,
had been of great advantage to the town. P

it se ;ms that the work in whidh you? sone e anggacad
hould be o7 great intereat mt value. I would like to Know mors

t. Yours moet eincerely,

cu ()

of

fude 1y

Sacretary.



I Copy )

Fairhope, Ala., Aug. 11, 1933

Mrs. E.B.Barghoorn,
45 West Babbitt St.,
Dayton, Ohio.

Dear Madam:=

Your est tq the Schalkenbach Foundatipn, New York
City, for a 088y g%q¥orm o% iease n use ?n a %Yngig %ak Co on%f
has been forwarded to us and we take pleasure in sending such

8 one as we use.

hope, which W8 R8Fe2489 880830€nE0YER PERaARELEE asgagfgggtgagggr
from you further.

FAIRHOPE SINGLE TAX CORPORATION,
By

Secretary.



berla !am’ mqmet_ tn tht ﬁohanenbmh rma_mation, Ne+ !‘ark;._h i

fqr‘u copy of fori 5f leess inuce in a Singis Tax Colony,
hu been formarded to us and we tam plquuu in nnding "
8B oné & e H"o TR S R N

3 ¢ '(‘

'l!a are also omnng some oﬂwr utton‘ re rdi n&
,,hepa, whwh we hope’
from you further.

xuwnn,‘ tad woul.d glad ﬁc h

5













May 28, 1830

Ebrton B. Bartlett,
R.1, Mt Clare, W.Va.

'Dear Sir:-

I find that your inquiry of some time since has

'‘not been answered, which I very much regret.

By way of answer I am pleased t0 enclose you here-
with a copy of our lease form, giving the exact terms of our
contracts, and as to what can be produced enclose a copy of
article appearing in the L.& N.R.R.Employes' Magazine, enti-
tled *"The'It' County of Alabama® republished by local Chamber of
Commerce. A%

We ha&a a remarkably healthful and pleasant place
in which to live. !

Under our plan purchase of land is avoided. One apply-
ing for a pardel of land papp a half year's rent at present rating,
plus a fee for lease of $1. Country land ranges from about $3 an
acre close to town, to $1 farther out. |

Hope you will find matter interesting. I am also send-
ing you a copy of current issue of the Falirhope Courier.

Yours very truly

Secretary.
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May 7, 1933i y
R.Barton,
Anamoe,

Courclslow
Iraland.

Dear Mr. Bartont=

You write a nice nand, but in part a puzzle to me neve
ertheless, Hope this reaches you all right.

I am please 80 scnd you a copy of the Courier, and
& "History® of our Colony; also an address I made at Chicago in
1928. Hope you find the sare interesting.

: The suvscription rate of the Courier to Ireland is
£3.50 a year. Would e very glad to receive your subscription.

Hoping © hear furthsr from you,

Yours most sincerely,







AZALEA TOURS

Personally Conducted Sightseeing Trips DAETLE HOUSE Under Auspices of
Around Mobile and Vicinity MOBILE, ALABAMA BEATY TRAVEL BUREAU
AzALEA TRAIL MRrs. ELLYN BROOMELL BEATY,
HisToric MOBILE Director
BELLINGRATH GARDENS

DAuPHIN ISLAND
BoAT Trirs oN MOBILE RIVER AND BAY
EASTERN SHORE

vour letter of lich 25 reached

- b W L]
as it hadn L Teen Torwarded to

one T have heen staying in
weeks, and went home

a

{ 71
L, at el 1T i oo "FG‘GH
LO ¢cateh upD on & 1 !
e

ave some more circulars
ils o rrarh a +1n
rinted, T added the paragrapil about the

ghore 5. as it seems to me it can
s 80 easily fTrom Mobile, elther %o spend
i A e S Y | i : B ) i il s e ...
an hour in wmairhope helween Luses.or’un spenc
) = ; 3 - i~ TvelttTy now o
the day there, The Woods &are S0 jo)s _F;tui now, ana
T oy = ¥ & o~ @ L o~ O gt
T think that the bus ride from Mobi.ie LO .uiéuﬂ ne
i dede & 24 AR Uiite - 2 .
o . ° o p lal OC“LT?!‘ s B ,‘i ol o3
is an interesting one i ” ees
J

with the view ol .the
road into wair
best now

auto

2 -
pIresLiae]

L2 u:r:
come down T7 -
1 see everything tnere
1 peen tranaferred

¢
t 3 Ty o 412 al
t he back this

g ¥ ; et e Aes
rav for ault 1 T promptly shot her of f on this
vay 10r guilue & : o i 3 3 118 nerath Lrins

J P e ol eg TTE and FRellingrauil UL s
tricand she took my Azalea rell § &

in ﬂln aftsrnoon, Labter on, when she thank@d me for
the vleasant day, she %told me ¥ao she was,

+ would apcreciate it very much if you cogig. St
mentian in the cdourier that =2 rairhope Wom;n} ; ;f'j
Beaty of the Beaty Travel pureau, Was in charge



AZALEA TOURS

Persanaliy Conducted Sightseeing Trips BATTLE HOUSE Under Auspices of

Around Mobile and Vicinity MOBILE, ALABAMA BEATY TRAVEL BUREAU
AZALEA TRAIL
HisToric MOBILE
BELLINGRATH GARDENS
DaAupHIN ISLAND
Boat Trips ON MOBILE RIVER AND BAy
EASTERN SHORE

Mrs. ELLYN BROOMELL BEATY,
Director

the Azalea Trail information desk at the Battle House,

The Azales Trail, Inc. had its headquarters at the

Battle House, and I was incharge of the desk, At no

salary, I assure you, but it did give me a good location
for my trips, and I have had many interesting experiences
talking to penpl? here, The season has been such 2 short
one that I haven t been able to do more than clear expenses,
as T have to make up on sundays what I lose on week-days,
and there have been only two good Sundays; you may rememnber
what haprened to the weather the first two weeks in Karch,

T assure you that I shall lose no opportunity

-

to out gingle max literature into thehands of any who
inquire about it,

Thanking you, 1 am,

gincerely

elUZ%TV1 d3, OBluzjt%}



Personally Conducted Sightseeing Trips Under Auspices of
Around Mobile and Vicinity

BEATY TRAVEL BUREAU
AZALEA TRAIL A Z A L E A T O U R S Authorized Tourist Agency

Historic MOBILE
BELLINGRATH GARDENS O USE M ELLYNDEI;;?;E Sl
DavupHIN ISLAND MOBILE, ALABAMA

BoAT Trirs oN MOBILE RIVER AND Bay
EASTERN SHORE

T{E Braty TRAVEL BUREAU, in organizing AzaLea Tours, aims to give visitors to Mobile during
the Azalea season an opportunity to see all sides of Mobile’s fascinating personality—Mobile, a ro-
mantic and historic spot, with her old streets lined with overhanging balconies edged with iron lace
—DMobile, a modern seaport, with her industrial plants and miles of wharves—Mobile, an attractive
residential city with her blossom-decked avenues of beautiful homes.

Mobile, delightful in any season, is at its best during Azalea time. Make the most of your visit by
taking advantage of the services of the Beaty Travel Bureau’s personally conducted Azalea Tours. Mrs.
Beaty, Director, has made a careful study of the most interesting and worth while points in Mobile and
its vicinity, and feels confident that you will be amply repaid in enjoyment and satisfaction when you
see Mobile under her guidance. Below are listed the organized sightseeing trips offered for the 1935
Azalea Trail.

Azalea Trail and Old Mobile

This trip, occupying one and one-half hours, covers the long route of the Azalea Trail and in ad-
dition includes a comprehensive tour of downtown Mobile, its business section, and the side streets full
of quaint structures reminiscent of Spanish and French occupation. The narrative of the guide who
accompanies the party leaves you thrilled with the beauty and romance of this city, up-to-date but with
more than two hundred years of history behind it. Comfortable Greyhound bus leaves Battle House at
1:00 p.m. daily.

Azalea Trail tour by Greyhound bus, $0.75.
Beﬂ;ngrat}z Gardens

A half-day trip of intensive interest is the tour of Bellingrath Gardens, located twenty-two miles
south of Mobile on Fowl River. Bellingrath Gardens, the private estate of Mr. and Mrs. Walter D.
Bellingrath, is renowned as one of the twelve most beautiful gardens in the United States. A visit to
Mobile during Azalea time would not be complete without a trip to Bellingrath Gardens and its
breath-taking spectacle of bloom. Bus leaves Battle House at 2:30 p.m. daily; other times by arrange-
ment, by bus or private car.

Bellingrath Gardens Tour by Greyhound bus, $2.00, including admission to tﬂe Gardens.
Combination of Bellingrath Gardens and Azalea Trail by bus, $2.50.

River and Harbor Boat Trip

Mobile’s waterfront contains much of interest to the visitor, particularly to the inland tourist. Miles
of wharves, including the great State Docks and their warehouses; the banana wharves, fascinating
scene of activity when a ship is in from the tropics; ship-building concerns and drydocks; pleasure
craft and yacht clubs; Arlington recreation pier; the U. S. Quarantine Station; the lighthouse supply
wharf—all these and more are to be seen in a tour of the river and harbor by boat.

One hour trip $0.50.

Eastern Shore Trip

This trip, three and one-half hours in length, is arranged in connection with the regular schedule
of the Fairhope bus and may be taken any morning or afternoon. The bus, by way of Cochrane Bridge
at the head of Mobile Bay, takes you over the pine-clad hills and dales of Baldwin County, through
woods flecked with dogwood blossoms and yellow jasmine, to Fairhope, Single Tax Colony and home
of the School of Organic Education. Here an automobile takes you on a comprehensive trip around
Fairhope and down to Battle’s Wharf and Point Clear, summer resorts of ante-bellum fame, returning
in time for the Mobile-bound bus.

Fairhope bus leaves Teche Greyhound Lines terminal, 201 St. Lowuis St., at 8:30 a.m. and 2:00
p.m. daily. Eastern Shore trip, including sightseeing by auto, $2.00.

Gu;de Serv;ce

Azalea Tours guides are available at any time for those wishing to drive in their own cars. The
guides are well qualified, being familiar with all aspects of the city, and they can arrange your route
to suit your particular interests. A tour of Mobile under the guidance of the Beaty Travel Bureau will
reveal unexpected charm off the beaten track.

Miscellaneous

Special trips may be arranged under the guidance of experts in their fields for groups wishing to
make an intensive study of the azalea gardens, architectural details of old buildings, the historical
background of the city, the advantages of Mobile as a seaport and industrial city, etc. Write for infor-
mation.

For those planning a longer sojourn in Mobile, trips may be arranged to other points in the vi-
cinity, such as historic Dauphin Island, mapped by Americus Vespuccius, and upon whose shores the
first white man landed in 1528; Fort Morgan, once a battleground, but now a center of peace-time ac-
tivity in its development by the Federal Government into a recreation park; Pensacola by boat via the
new Intercoastal Canal or by train or bus across Baldwin County. Ask for estimates on these or any
other trips.

The Beaty Travel Bureau will make hotel reservations at any time for individuals or groups. In-
coming trains and buses will be met if desired, and everything possible done to make your stay in
Mobile a pleasant and profitable one. Special attention given to groups; write for estimates on all-ex-
pense tours.

cAddress all inquiries to

AZALEA TOURS
Battle House., Mobﬂe. Alal)ama
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June 20. 1835.

Mrs. Vera ¥.Begys,
804 Eagt Howard Ave.,
HilO‘(i, ﬁi&c’ .

Danr MHadami=

In response to your rec nt card, we are taking plesas-
ure in ssnin- you a few late is-ues of the Fairhope Courier, and
printed matter regarding our Single Tax Colony.

Am sorry we do not have the illustrat 4 matter that
should have, in justice to the many pretty scenés we have but
ap gending you what I fine avallable. Cannot you come over and
ge= ugf Will he glad to show you about and give you full in=-
formation.

Yours very truly,

FAIRHOPE SINGLE TAX CORPORATION?

By

Secretary.



AAAAAAAAAAAAAAAAAAAAA
ENGRAVER CLOCK REPAIRING

103 WEsST HowARD AVENUE



. 3

5
2
&
v

b R S

Augusk 3, 1936

Mrs. Amellia B .Bennett B o P
Box 301 X
University, Ala.

Dear lirs. Bennett: ; P

My brother Jim handed me your letter of July 31, ;
I am sending you literature which 1 hope will be help-i\u\
ful 1n enabling your o¢lacss to get such information )
as they mzy desire concerning the poliey of the Pair-
hope Single Tex Corporation-and the fundamental
principles upon which we believe such ploicy to be
based. Should questions arise which the elass, or

. b
e i

~inéividuals in the class, fesl they would like to

have answered more specificilly we will be aleaseﬂ»
to give them personal attention.

I hope ,you will do all you-can to correct the idea
that 1tPdifficult to get information concerning our
Corporation. The purpnse stated in the constitution,
as you will see, is %o establish a model community
and our aim in setting up and mointaining tHis model
i1e to have it svallable for the ohservation and study
of all, as’'well as to provide more faversble economie
nonditions for those partieip&tlngt

Please be gssureé of our willingness and desire to

. cooperate and of our appreciation of anything you

may be able to 40 to spread the knowledge of Faip.
hope's econemic naliey of land sdministration.

Yery truly yours,

Beoretary

| cAG/mg 3
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April 30,1831 A
: Ldward Sennett, : ’ e -} e a sl

1105 Henry St., o ‘ X g
Houston, Taxas. x

¥ % %
Dear Siri-

. e are sorry ,)“r comnunication of Aprilsth has not
receivy i more proampt attention. Also sorry that many calls have
@xhausted our swwply of any printed matter which vguli give you
in on: :asseably the things you would, no doupt. like tc know

about our C:)lsvy e 2
1f‘: il 57
¥s are senling youw herswith a ¢opy of "Quarter Centens
nial Histary which gives the eerly history of the undertaking,
a copy of our constitut icn, and of our form 66r. applicatiop
. for dand; also o iittle folder entitled "Whose Lani® which
3 teils an interesting story, provides a reply to the query and
givea. a bOﬂ&@ﬁB“d statement regarding the Colony.
. o ¥e are aiso synqin% you a8 .copy or two, of our docal
Papgy, of =hich the writer ie editor and publisier and wiiech

£ , jevotaes much attent! Jn to tha Siluzle Tex n* rﬁldtvu reform, the
public ownexship of p blic utilitiem. I

We would be glad t0 hear from you further.

Yours very trulyv

' THE PAIRHOPE SINGLE TAX CORPORATION,

¥

o , Secretary.
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PHONES 4357.3403

Drawer 1137

.
Saskatoon, vsaskatchewan,
} :
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Oectober 31, 193°F

Br. 5. B, Gaston,
gditor, "Courier,”
Fairhope, Alabama,
Dear Sir:
I read of your S

publication

] B -
and your I

I would
subscription
may be

appr
rate; also an
G

oy 4 ) 3
available re

eciate a sample copy with
S v literature which
prospectus, e
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he Colony -
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Nov. 11, 1935.

FQ F: ® Bﬂtt g’
Sagkatoon, Saskstchewan
C"aﬂ”«i’%,

Dar Siri-

Yours of Oct. 31 befors me. Please pardon del-y in
replying though I btelieve my subscription dep rtment sent you
a sample copy of the Courier and subscription rate.

I take pleacurz in eg2nding you a copy of "History®

of our Colony, = little folder of the loc2l Chaus.of Commerce,
copy of form of leass used; and for presentation of the

Single tax, ar a measure to be accompished by law in a general
‘ay, a reprint from the Congressional Recori of many years

ago of a speech vy Henry George, the great apostle of the Sine-
gle Tax, entitled "The Single Tax, What It Is and Why We urge
It" which I hope you will ® find inter=esting. ¥ould be gl 4

to hear from you further.

Your- sin-erely,




September 11, 1931

Dr. John W. Birk,
8008 Winthrop Avenue
Chicago, Ill.

Dear Siri-

At ths sugzestion of Mrs. Florencea C. Price, lats of
Chicazo, now hers, I am taking plessure 1ln seniing you a little
matter relative to the ®Single Tax" and our limited application of
tha iJea, through the means of our "Singl: Tax Colony.® :

I am sorry that our supply of really comprahensive
printed matter regurding the "Colony" 1= axhsusted on acocount
of many late calls; as th2 presant econonmic situstion has ine
crence | intarzst in the general subject of economice.

with enclosures is included a very brief stateuent by
Henery George, the great prophet of the Sinvle Tax, entitled
®*Tha Single Tax, What It Is and Wny We Urge It.® \

He had in mind of course, its application through law,
by the use of the taxing rower, inherent in governszanis.

Our ides is to make imvediate application of the idsa un-
der existing law, by means of nou=-stock, non=-profit, land-holding
corporation, which would take in rent what Ur. George contemplated
takings in tax an! use the rent to pay taxes not oaly lupon the
land halt in the na'e o~ tha Corporation, bu' the improvements and
personal prooerty of lessess held ther-on. :

Qur corporation is approaching its 37th annivaersary,
the community whioh it founded is now the larzest town 1'n the
county, the largest county in the state; anl grew more rapidly
batween 1920 and 1930 than any other tosn in the state of aany-
thing like the size, with on¢ aiception. And the Colonyyp wiile
owning less than half the area of land in the Town, has upon
@t much the larger part of the population and practieally all the
business. This sssme to us a pretty goo! test of the admuntages
of the policy; for thers is nothing about 1t to st imulate a
boom. v
In another wrapper I am seniing you a copy,of my papar,
the Fairhope Courier, of a few wasks ago, containing a portion of
a Fourth of July oration, in 1877, bv Heunry Ceorga.

Yours very sinceraly

Secret ry. . !



“THE END OF GOVERNMENT IS THE WELFARE OF MANKIND"—LOCKE
OFFICERS
R J. M. PENLAND, Vice-Chairman
’0;’33“5 }sﬁ&?ﬁ? pmen - SINGLE TAX LEAGUE OF TEXAS i "rew?
an Antonio, Texas. &

;- ORGANIZED MARCH 1916 J. B. LEWRIGHT, Treasurer,
C. A. TEAGLE, Vice-Chairman 534 Bedell Building,

State National Bldg., 1004 Smith_Young Tower San Antonio, Texas.

Houston Texas
San Antonio, Texas

WM. A. BLACK, June 35, 1835

EXECUTIVE SECRETARY

iire E B Gaston,
% Fairhope Courier,
Fairhope, Ala

Dear 8iri-

This ie formal notice of the death of lMr. Wm. A Black,
at a local hospital on June 231st, 1935,

I+ you wish particulars of his life and work I can

furnish a few,

Sincerely yours,



June 28, 1235,

Mrs. ".A3 Black,
1004 Smith-Yong Tower,
San Antonio, Texas.

Daar lkrs. Black:-

I am just in receipt o yours of June 25ths with
news of the death of your hur2nd and hasten to extend my condoe
lence. M little less than a ye'r ago, I had the like grisf in
the loss of my wife, safter a happy married 1ife of 40 years.

One solace I have which is unusual: that is the coume
pany about me of five sons a1 daughters, =w® all married and
with children of their awn;faﬁivimg in Fairhope, and all de-
voted to the cause to which their mother and myself kadk been
levoted throughout so wany years.

I never had the pleasure of meeting fyour husband,
I received nis letters and 1- rned through themgharacter of man
he waose=lover of his fellowwmen, and atriving to bring to thes the
knowladge of the fundamental wronz which marred thair progker ity
and happinese. I had hoped t- meet him here sometim-,

I hope you will keso up his work and to receive the
literaturs you s=ni! out.

Ag to an obituary of Wr, Black, Mdr. Marable, of
Magnolia, Ark., has e=2nt m- an excellent one, just abput the
right lensth. Information as to warriage, 4% children, if any,
would be apprppilate an’ I would be glad to have you furnish it.
Hope to gt 1t in next weeck'e puper.

Sincerely and fratgrn~lly yours,
> W
(Efi;1:Z/;7CZALA§;74/’




“THE END OF GOVERNMENT IS THE WELFARE OF MANKIND”—LOCKE

OFFICE
OFFICERS 5

JOHN W. GAINES, CHAIRMAN J'Alr\fén ngﬁﬁf DR e
1215 City-Central Bank Bldg., SINGLE TAX LEAGUE OF TEXAS Dallas, Taxas.g‘

San Antonio, Texas.

ORGANIZED MARCH 1916 J. B. LEWRIGHT, Treasurer,
C. A. TEAGLE, Vice-Chairman ) 534 Bedell Building, i
State National Bldg., 1004 Smith_Young Tower San Antonio, Texas.
Houston Texas

San Antonio, Texas

June 29,1935

WM. A. BLACK,
EXECUTIVE SECRETARY

no E B Gaston,
% The Fairhope Courier,
FPairhope, Ala

Dear liy. Gaston:-

Yours of the 28th received this mprning. I am M,, Black',
second wife. I do not know the date of his first marriage
but he has two children by his first wife, a son, William
Russell Black, whose last address (hie father had not heard
from him in six years before his death) was Paris, France;
and a daughter Mps, Minnie Graham Savage, of Detroit, Msch,
By this latter Mr. Black had five grandchildren, i

Mre. Blackmnd I were married in 1918 and we have one son,
Robert George Black, now fifteen years of age.

I hove this meagre information will be helpful. ur. Black
and I rather took statistics for granted, I think, - I know
he never mentioned the date of his first marriage to me as
far as I can recall.

Sincerely yours,

P.S. Circumstances have changed eince writing my last let-
ter and I fear it will We necesszry to give up entirely
the single tax work in Texas - that is, as far as I am

concerned. Oyr larger supvorters are one by one with-
drawing and I must have sufficient to educate my son
and keep living myself,



Jan. 86,1933,

irs. Hugo gfack
4437 Kl%;/fa g%.,
Waﬁhing n, oCo
Desr firs. Black:-

1 am delighted to recelve yours of third and hasten to
reply, Fortunately we have recsttly reprintsd a *Quartsr Centen-
nial History® of the Colony, with matter bringing it practically
down to date, of which 1 am mailing you a copy, with soms itasms
marked. Also = copy of an address I made at Chicago in 1938,

and some recent clippinze from the Courier.

I think the showing that we became ths largest town in
the County, as shown by the census of 1230 and that our growth
between 1820 anpd 1930 was grzater than that of any other towns of
about the same size, with one exception, is excellent proof of
benefite arising from our policy. But it has to be admitted that
we are sufxeriﬁﬁ from conditions from which the whole country suf
fers, and vhich we were and are powerless to affect.

I encloss one 1ittl: Tolder entitled "Phose Landi® whioh
tells a clever little story, and #»ill be of service to you in
gshowing (on pages 7 and 8, the relaticn of tﬂu "Colony"® to
the Town and how Colony Lrﬂu%fezr to its rent revenus the taxes
imposed under gene al laws, upon land, luprovement: and personal

property. !

Senator Bluck nas a copy of “Prazre 5 and Poverty* by
Henry George, the "Bible® of the Single Tex movewent, at least
I sold him one, and I do not think of anything else [
sugeest to you, but am satisfisd that there is a great wsalth of

materddl on Single Tax in the Congrescional, under that head.

you do not hesitate to call upon me.
With my very cest rezaris to you and the Senator,

Most sinceraly yours,
















T41H CONGRESS } .. SENATE. o { ReporT
1st Session No. 898

INVESTIGATION OF AIR MAIL AND OCEAN MAIL
- CONTRACTS

MAY 13 (calendar day, June 18), 1935.—Ordered to be printed

Mr. Brack, from the Special Committee to Investigate Air Mail
Contracts, submitted the following

PRELIMINARY REPORT

[Pursuant to S. Res. 249, 72d Cong., and S. Res. 143, 73d Cong.]

The Special Committee of the Senate to Investigate Air Mail
and Ocean Mail Contracts, submits the following preliminary
statement and report:

INTRODUCTORY STATEMENT

Pursuant to authorization by the Senate, this committee has vigor-
ousy investigated existing contracts for the carriage of domestic and
foreign air and ocean mail. This preliminary report is confined to
a discussion of foreign ocean mail contracts and the problem of obtain-
ing and maintaining an American Merchant Marine.

It was found extremely difficult to bring to light the essential facts
regarding the companies which have been receiving from the Govern-
ment millions of dollars each year under so-called “ mail contracts.”
Most of them have made such effective use of the corporate fiction that

_ their holding companies, subsidiaries, affiliates, and associates present
a vast financial puzzle which yields true facts only to the most persist-
ent investigation and painstaking analysis. Such investigation and
analysis, however, supplemented by the testimony—a great deal of
which was reluctantly given—of many witnesses, has resulted.in an
understandable picture of marine subsidy in action.

On July 11, 19384, the President, by Executive order, directed the
Postmaster General and such officers of the Postal Service as he might
designate, upon giving notice to the holders of foreign ocean and
air mail contracts, to hold public hearings on all such contracts
entered into prior to June 16, 1933, and having considered the evi-
dence adduced, to report to the President findings and conclusions
as to whether such contracts, or any of them, should be modified or
canceled, with substantial savings to the United States, and if so, in
what respect.

This committee made available to the Postmaster General all data,
information, and records secured by it in its investigation, and much
of this material was made use of in the hearings before the Postmaster
‘General. Copies of the reports of the Postmaster General to the
President have been made available to this committee, to Congress,
and to the public.

In view of the fact that at the hearings before the Postmaster
General, much of the pertinent data previously assembled by this
committee relative to ocean-mail contracts, together with evidence

X



2 INVESTIGATION OF AIR MAIL AND OCEAN MAIL CONTRACTS

secured by post-office inspectors and attorneys, from governmental
files and other sources, was introduced in evidence, and that at said
hearings full opportunity was given to the holders of these contracts
to present, in person and by attorneys, all evidence which they might
consider as bearing upon their respective contracts, and to argue
their evidence, this committee has determined further committee
hearings to be unnecessary for the present. This report is based
chiefly upon the extensive investigations of this committee, although
the committee has also availed itself of the transcript of evidence of
the hearings before the Postmaster General, the reports of the Post-
master General to the President of the United States, and the state-
ments of fact signed by the mail contractors themselves.

It is impossible at this time even to estimate what savings will be
made by the ‘Government in connection with ocean-mail contracts
as a result of this investigation. Evidence has been developed be-
fore your committee indicating that the Government is entitled to re-
cover very-large sums by reason of overpayments made to certain
contractors with the United States Shipping Board and the Post
Office Department. The amount of such recoveries can be determined
by investigations carried on by the Department of Commerce, Post
Office Department, and the Department of Justice. It is assumed
that these agencies will pursue such inquiries and recoveries with dili-
gence and dispatch.

If proper laws are enacted to correct abuses which have been ex-
posed by the evidence before your committee, and such laws are
properly administered and enforced, it is contemplated that millions
of dollars will be saved by the Government in the future.

It is also contemplated that the passage of proper laws and their
vigorous enforcement would giveus better ships, faster ships, more
ships, and a merchant marine which could really be a source of pride
to the people of America.

REPORT

The theory of marine subsidy is based upon three major objectives.
These are: |

To make certain that American farmers, manufacturers, and all
American producers of goods marketable abroad can transport their
products to foreign markets regularly, speedily, and at reasonable
cost regardless of economic or war disturbances in any part of the
world.

To make available constantly an efficient and sufficient fleet of po-
tential naval auxiliaries, manned by American citizens, whose ability,
training, courage, and loyalty will assure the successful operation of
the fleet in time of peace as well as war.

In accomplishing the foregoing ends to give steady employment
to American working men in shipyards and industries supplying
shipbuilding material and the planits wherein they work, thus keeping
ready for instant action the means of rapid ship construction in time
of emergency. )

The subject of this investigation and report is the unsuccessful
and tragically disappointing attempt of the United States to create
and maintain an adequate privately owned American Merchant
Marine. The American Merchant Marine is neither adequate nor is
it in any true sense privately owned. Responsibility for this
country’s failure to secure that which it sought and for which it was

% xl
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"willing to expend and has expended’hundred’s of millions of dollars

of taxpayers’ money must lie at the door of three classes of people.
First, this burden of costly failure rests upon the enactment of an
ill-advised compromise law. Second, upon certain public officials
wheo Ragrantly betrayed their trust and maladministered those laws.
Third, wpon those individuals who publicly posing as patriots, pros-
tituted thase laws for thewr private profit.

It is painfully obvious that we have not an adequate Merchant
Marine.  Although the United States ranks third in tonnage engaged -
in the international carrying trade, it ranks fourth as to speed, and
last among the principal maritime countries in regard to the age of
its ships. Great Britain’s combination passenger and cargo tonnage
in vessels of 2,000 tons and over, under 10 years old, approximately
trebles the like tonnage of the United States. Within the past 10
years we have built fewer modern cargo vessels of 2,000 tons and over
than any country with pretensions to maritime standing—Spain alone
excepted. Great Britain has 735 such modern cargo vessels; Japan
has 74; and little Norway, within the last 10 years, has built 130,
while the United States has built only 9 such ships. ’

Our Merchant Fleet is for the:mest part composed of 10-knot ships,
which are woefully deficient if considered as potential naval auxil-

_ iaries. If every ship required by contracts let under the Merchant

Marine Act of 1928 should be constructed, and all ships now in use
remain in the service, upon the expiration of the present mail con-
tracts in 1943, only 65 of all these ships would be less than 17 years
old at that time. . There will be 156 of these ships which have ex-
hausted their economic lives, and the remaining 112 will have an
economic life of 8 years or less. This is the pitiful result of a pro-
gram which involved the expenditure of hundreds of millions of
dollars, and contemplated an American Merchant Marine of the best
equipped and most suitable types of vessels, sufficient to carry the
greater portion of the commerce of the United States and serve as
a naval or military auxiliary: This result is faélure. And when we
bear in mind, as we must, that a Merchant Marine must renew itself
continually if it is to remain a factor in national defense and inter-
national trade, the magnitude and pity of that failure is almost beyond
belief. :

Even the Merchant Marine we have cannot fairly be described
as ¢ privately owned.” When all mail contractors (except for the
industrial United Fruit Co.) are considered, it is found that the

Government has “invested ” by loans and ship-sale mortgages on

contractors’ vessels 1.39 times the stockholders’ interest in their com-
panies. This investment by the Government excludes more than
$120,000,000 so-called ““ mail pay ” and a similar expenditure under
the Managing Operator Agreements, which Government money is
responsible for the major portion of the operators’ present capital.
Not only that, but Government liens on certein vessels amount to
60% of the fair value (cost less depreciation) of the whole fleet.
This is a “ rock-bottom ” estimate of the Government’s investment as
1t excludes $451,201,354.48 excess war-time construction cost over
book value, and it also excludes $23,561,229.90 which represents
the difference between the unrestricted value of the ships and their
value in the restricted trades for which they were sold.
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‘So it appears that the continuous policy of this country over.a long
period of years to spend public money to build up a privately owned
shipping industry has met, and if continued as at present, will meet
utter failure. » g D : , B V
; . THE EARLY STAGE *

The United States emerged from the World -War with the firm
conviction that this country should possess an adequate Merchant
Marine, and with a fleet, afloat and under construction, of more than
2,000 sea-going vessels, acquired at an approximate cost of $3,000,-
000,000. Declaring almost immediately the policy of private owner-
ship and operation, the Government has disposed of most of these
vessels. Two hundred and twenty of these ships are now used in
mail-contract service. These 220 ships originally cost the United States
$516,174,249.48. They were sold for $41411,665.10. A few of these
sales were cash transactions and the remainder were sold on terms
of 25 percent down and the balance payable over a long period of
years. The purchase price of these vessels was $23,561,229.90 less
than their book value when sold. This book value was the value of
the ships as appraised in 1923, less normal depreciation to the dates
of the sales. The Shipping Board now retains 282 cargo and pas-
senger vessels, of which approximately 45 are now operated by
managing operators for private profit, the remaining ships being tied
up and inactive.

AGREEMENTS FOR PRIVATE OPERATIONS

Pending disposition of the Government-owned fleet, there came
into being the Managing Operator Agreements. Under this plan
the Government paid all voyage expense and also paid to the manag-
ing operator a fixed percentage of gross voyage revenue. Thus the
managing operator found it advantageous to—and frequently did—
increase voyage expense to such an extent that the Government in-
curred heavy loss (because the heavy voyage-expense was utterly out
of proportion to the light return in revenue) but the managing
operator’s profit measurably increased because the gross revenue and
his percentage thereof increased. This, of course, explains in great
measure the large losses to the Government resulting from the opera-
tion of its ships by managing operators for private profit. Results
of managing-operator agreements, a system under which such prac-
tices were possible, may not be contrasted against operation under
mail contracts as an argument in favor of continuing the latter:
Taken at its strongest, this argument is a statement that the Gov-
ernment should continue to pour millions of dollars down the mail

" contract rat-hole simply because in the past the Government poured
millions down the managing-operator rat-hole. Viewed in its essen-
tials, the argument is not impressive. In both the managing-operator
plan and the mail-contract plan, the losses were the taxpayers’ and
the Government’s, the operations and the profits were, by and for
private interests. ) i ;

" These percentages paid to managingoperators, though decep-
tively small, resulted in payment of huge sums to those who were
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favored by such contracts. The losses incurred by the Government
under this form of private operation of business are surely explained
in part by profits thus realized by private interests. ;

$500 INVESTMENT—$6,700,000 PROFIT

As an example, the operation of the Dollar interests by the Ad-
miral Oriental Line may be pointed out. Service on this route was
established by the Shipping Board in 1921 as the “Admiral Oriental
Mail Line ”, with new ships constructed and paid for by the Govern-
ment. The Admiral Oriental Line, which was organized on October
2, 1922, with a cash capital of $500 and notes given for capital stock
in the amount of $499,500, began operating this line under a manag-
ing-operator agreement made on November 2, 1922, and it was oper-
ated under this and succeeding managing-operator agreements for 3
years and 5 months. During this period this private company real-
ized in net profits from its operation of Government-owned vessels
on this route the sum of $533,713.96, and also earned profits in the
amount of $463,682.01 from operations largely made possible by the
existence of the managing-operator agreements. During this period
the notes given for capital stock were wholly retired by dividends
from earnings. Subsequently, without investing a dollar in addition
to the original $500, this company bought the line and certain ships
from the Government and has earned net profits of $4,106,590.46
from the operation of vessels (including a mail contraet gratuity),
making a total net operating profit of $4,640,204.42. This figure
does not include $2,127,653.30, profits of the $500 company from
other sources. / :

When the 43 mail contract routes now in operation are considered,
it is found that the inferests holding 18 of 43 contracts have in the past
benefited as managing operator with percentage-agreements, and have
also purchased ships at less than their appraised value. Eleven others
of the 43 routes are operated in whole or in part with ships purchased
from the Government at less than their appraised value. The inter-
ests holding contracts on two of the remaining routes were benefici-
aries of managing-operator agreements. Only seven of the present
mail contractors have neither bought ships from the Government for
less than their appraised values nor been the beneficiaries of manag-
ing-operator agreements. Iive of these seven borrowed money from
the Government at low interest rates, leaving at most two mail con-
tractors who have not in the past received aid from the Government
in addition to payments received by them under mail contracts.

Since 1930 the percentage system of private operation of ships
through managing-operator agreements has been discontinued, and
managing-operator agreements entered into since 1930 have been for
lump-sum payments per voyage by the Government to the private
managing operator. In more than one instance private operators
under the lump-sum agreement have been enabled to earn enormous
profits on small investments. Typical examples are to be found in the
operations of the Lykes Brothers-Ripley Steamship Co. and the
Roosevelt Steamship Co.

While the managing operator had to have sufficient capital invest-
ment to show financial responsibility to the Government and its bond-
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ing company, there was no investment in fixed assets necessary to
operate a line under lump-sum agreements and practically no work-
ing capital required, because lump-sum payments made by the Gov-
ernment were made currently.

LYKES BROTHERS LUMP-SUM PROFITS

In spite of this fact, the Lykes Brothers-Ripley Steamship Co.
made a profit from lump-sum operations between August 15, 1930,
and June 30, 1933, of $1,702,770.01, inclusive of profits of its holding
and subsidiary companies relating to such operations. Testimony
shows that the voyage allowance under the lump-sum agreement was
increased from $7,000 per single voyage to $14,500 per single voyage,
following an application by the operator on September 18, 1931,
wherein the operator states that “a thorough analysis of the opera-
tions of the first year’s sailings conclusively shows that there will be
no profit to the operator and very probably an actual loss.” As ap-
pears from information later filed with this committee, the operator
had made a profit to September 18, 1931, the date of the foregoing
statement, of approximately $100,000. No evidence that the Ship-
ping Board made any material effort to verify the accuracy of past
or prospective profits or losses alleged by the operator in the letter
of September 18, 1931, has been found, and 11 days after the appli-
cation for increase was filed, on to wit September 29, 1931, the Ship-
ping Board granted this unjustified increase in compensation.

LUMP SUM PROFITS OF AN I. M. M. SUBSIDTARY

The Roosevelt Steamship Co. (which took its name from Kermit
Roosevelt in 1920), with a then outstanding capital of $22,000, made
profits under a lump-sum agreement from 1931 to 1933, inclusive,
amounting to $371,987.96.

MAIL CONTRACT AID UNDER THE LAW OF 1920 AND BEFORE

The policy of extending aid to shipping enterprises in the form of
mail contracts has been constant for many years. This aid was in
existence even prior to the Merchant Marine Act of 1920. Under that
act and prior to the enactment of the Merchant Marine Act of 1928,
contracts were let and compensation paid as follows:

The Oceanic Steamship Co. received $1,892,818 ; the Munson Steam-
ship Line $1,277,151; the Export Steamship Corporation $341,666.66;
the American South African Line $135,000; the Dollar Steamshi
Line $948,000 ; the Grace Steamship Co. $564,003 ; and the New Yor
and Porto Rico Steamship Co. $29,070, a total of $5,188,012.66. It
will be noted that out of 7 contractors under the Merchant Marine Act
of 1920, 6 hold contracts under the Merchant Marine Act of 1928. The
seventh, the New York and Porto Rico Steamship Co., was awarded
a contract under the Merchant Marine Act of 1928 which expired on
July 1, 1982. This seventh company is a subsidiary of the Atlantic,
Gulf & West Indies Steamship Lines, which holding company con-
trols the New York & Cuba Mail Steamship Co., present contractor
on routes 20 and 21.
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The above résumé demonstrates clearly that since the World War
it has been the continuous policy of this Nation to expend the public
funds to build up and maintain a privately owned and operated
American Merchant Marine and further demonstrates that shipping
interests have taken advantage of this policy to build up private
fortunes at public expense. It may be noted that there has been no
direct governmental operation except that of the United States Lines
between June 1923 and March 1929, on which latter date the United
States Lines and the American Merchant Lines vessels were sold
to the United States Lines, Inc., a private corporation. Private ship-
ping profiteers and their apologists have deluged America with false
statements charging huge governmental losses from governmental
operation of ships. The millions to which they refer were lost, but
not by Government operation. These losses to the Government were
the result of private operation for private profit.

MAIL CONTRACTS UNDER THE MERCHANT MARINE ACT OF 1928

' The Merchant Marine Act of 1928 (the Jones-White Act) con-
tinued and emphasized the theretofore existing policy of aiding the
upbuilding and maintenance of a privately owned and operated.
American Merchant Marine from the public purse. Congress, how-
ever, determined that this aid should be distributed under a system
of competitive bidding. This admonition by Congress did not meet
with the approval of certain Government officials or the shipping
interests, and the provision of Congress for letting mail contracts on
competitive bids was substantially nullified by the concerted and
arrogant action of these two groups. As proof of this statement, it is
necessary only to point out that of 43 contracts now operating, only
6 were let at less than the maximum rates permissible under the law.
The manner in which Government officials made a farce of this
part of the law is readily apparent upon consideration of a brief
excerpt from the stenographic minutes of the interdepartmental sub-
committee, one of the Government agencies engaged in the adminis-
tration of this act in June 1929. The speakers are: A. Lane Cricher,
of the Department of Commerce; J. Caldwell Jenkins, of the United
States Shipping Board Merchant Fleet Corporation; Commander
Court, of the United States Navy; and W. Irving Glover, Second
Assistant Postmaster General.

Mr. CricHER. We skipped the Colombian Steamship Co.

Mr. Jenkins. That is Raymond’s.

Commander Courr. He is in a jam because you rejected both bids.

Mr. Grover. The United Fruit.

Commander COURT. As the matter stands now, both bids are rejected.

Myr. Grovir. Yes; he wants us to advertise that bid.

Mr. JENKINS. (Mr. Jenkins made some remarks off the record.)

Mr. GLoveER. There is no doubt in my mind that the United Fruit will do
the same ihing. In other words, they want to get some of this money that is
being passed around; they are not particular whether on the Colombian service
or their routes to the Canal or any other. If we don’t act on their request for
advertising some of their routes where they are exclusive operators, they will
make an effort to get it; and I think that old man Raymond is wrong—he is
taking too much for granted.

Mr. JeNKINS. What do you think we should do?

Mr. GLover. I think we should advertise the Colombian route. I think that
is a line which should be given aid. It is up against foreign competition; it
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renders real service to us, and I think they are entitled to consideration. We
always felt that the United Fruit Co. was wrong in coming in and bidding the
way they did. ;

* % * o 5 * * *

Mr. CricHER. Here is a proposition that -the Colombian Line maybe should
have an advertisement for that service. I think so too; but we will have that
mean situation again. * * *

> * * * * * - %* %

Commander Court. Two questions are involved. First, as to the Postmaster
General, as to certification of the lines that should be established for the carry-
ing of mails from the United States to other ports; and second, the recom-
mendations of the Shipping Board as to the type, size, speed and other char-
acteristics of the vessels to be employed. The line has already been certified;
and the only way that I see that you can suggest the matter be re-advertised
80 as to give the Colombian Steamship Co. a good chance of getting it, is to
have the Shipping Board figure out some way of specifying type, size, speed,
ete., to give him a preferred position. What do you think of that?

Mr. JENKINS. That is my idea exactly.

* * * * * * *®

Mr. GLoveEr. I think that is a good suggestion; I think it is well to word your
advertisement so that it might fall into the lap of the Colombian Steamship
Co. But I think you will have the bid of the United Fruit as the bugaboo
before you take care of them, and I think that some of those United Fruit Lines
you can well recommend as essential routes.

* % & * * & *

Mr. JENKINS. Well, for some reason or other Mr. Hanson of the United Fruit
Co. would like to have some informal assurance that they would be consid-
ered, or rather, be assured, as far as we can do so, that they would get con-
sideration on mail contracts on some routes; and that if they could get that,
they would go ahead and build more ships and they would not be particularly
concerned about this particular route, which was Mr. Raymond’s route. If I
recall, somebody intimated some suggestion on that; I think it was Mr. Cricher.

Mr. CricHER. I suggested that we consider the application of the United Fruit
Co. and see how the thing would work out.

Mr. JENKINS. I did not suggest this, he suggested it to me—that if he could
get some assurance from some other direction, he would make a bid on this
line.

Mr. GLovER. That opens up an interesting avenue.

* * % * * *® ®

Mr. Grover. Of course, you would get an awful howl if you got the United
Fruit to Corinto and still leave the Grace out on the West coast, because
they are very much interested; and if there is going to be any pie, they want
to be in.

* * ¥ * * * *

Mr. GLover. Let us bear in mind that Colombian steamship proposition.

Mr. CricHER. That would be another one out of New York. We know, of
course, they would be so busy with their program here that they could not
bid on that one, and it would clear the air if we could have the services, one
out of New York, one from New Orleans, and one from the Pacific coast.

Mr. Grover. There is no doubt that these gentlemen will play Square;
they will not bid on the Colombian line.

Mr. JENKINS. That is their idea.

(Italics supplied.)

Another interesting scene taken from the performances of this
subcommittee and the shipping interests occurred in consideration
of route no. 57, let to the Lykes Bros.-Ripley Steamship Co. On
this occasion Mr. E. R. White, then Director of the Division of In-
ternational Postal Service of the Post Office Department, asked
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Mr. J. T. Lykes if the contract did not “ practically limit competi-
tion to one company?” And Mr. Lykes replied, “I think that is
substantially correct, Mr. White.” Mr. White then said:

And we ourselves can see that that is all right and desirable, but we know
that it is being charged in Congress and elsewhere tha}t the contrac‘p, adver-
tisement and contract, permits of no competition, while the law does CcOnN-
template competition.

Mr. Joseph T. Lykes:

Yes, that is quite true; it will substantially or pmcticaﬁlly,' I will say,
limit competition as far as we can see, and very fm_nlcly that is one reason
why we want it in one contract, which is, as we say, in accordance, as far as
we understand it, with the general intention of all brand‘les of the Govern-
ment, that the contract should go to these Government services.

Mr. White then observed that the language of the law  called for
competition” and stated:

We go right ahead in the face of il.
but concluded:

I think we should determine what should properly be done under the circum-
stances and go ahead and do it.

It was suggested that the question be submitted to the Comptroller
General, and Mr. White asked,

Where would we be if we put it up to the Comptroller General and he
turned it down?

He added,

The Comptroller General is very liable to take the attitude that it 'destroys
competition, whereas the law calls for competition, and we have deliberately
made it possible to destroy competition.

Later, he stated,

I wonder if it would be better to put it up to him beforehand or go ahead
without him and do it and confront him with it afterwards. We might be
worse off than ever if we put it up to him beforehand, but we would be no
worse off after it had been made than we would be if he turned it down
beforehand.

Mr. Joseph T. Lykes replied : {

Speaking for ourselves, I think we would rather go ahead without saying
anything—I mean from our individual position.

(Ttalics supplied).

The contract for route 57, as discussed, was subsequently awarded
to the Lykes Bros.-Ripley Steamship Co. The Colombian line re-
ceived its contract, the United Fruit was “ gotten to Corinto ”, and
the “awful howl ” forseen by Mr. Glover was averted by awarding
contracts on the west coast to the Grace interests. N

It is worthy of note that the Colombian Steamship Co. receiving
this contract under these conditions, with a paid-in capital of only
$3876,500, had made a net profit of $1,183,204.05 during the 6 years
preceding the award of this noncompetitive contract. ML B

With reference to the Lykes-Bros. contract on route 57, it will
be noted that the prospective contractor had made a proposal to pur-
chase 52 vessels from the Shipping Board, contingent upon the award
of the mail contract on thisroute. The contract having been awarded,
the vessels were sold without advertisement or competitive bidding.
The present administration questioned the legality of this sales con-

S. Rept. 898, T4—1——2



10 INVESTIGATION OF AIR MAIL AND OCEAN MAIL CONTRACTS

tract and discontinued delivery, but 43 vessels had been delivered
pr}ﬁﬁ to this decision.

ere was only one bidder on each of 43 contracts. In only one
out of 46 “lettings ” did any person other than the person to v%h%rg
it had been planned in advance to award a contract succeed in secur-
ing one. This was the smallest of all the contracts and was acquired
in less than a year by the line for which it was originally intended
by its purchasing the capital stock of the low bidder. :

Furthermore, only 6 of the 46 contracts were awarded at less than
the maximum rates allowed by statute. Inasmuch as it might be
thought that these six routes were of unusual excellence, they may be
considered in brief detail. :

Route 55 was let to the Gulf Pacific Mail Line, Ltd. The contract
contained a false warranty that no contingent fee was promised
whereas a contract had been made for payment of such a fee in the
gn._rnount of $2§3,000 to one Elisha Hanson, and it is subject to cancela-
tion upon this ground. The contract is also subject to cancelation
for breach by reason of the contractor’s failure to construct a new
vessel as required by its terms. The route is without postal value
and is shown to have been recently of more trade value to Canada
than to the United States. The high bidder for this route at the time
when he was finally compelled to submit his bid was still engaged
In a vain attempt to ascertain from the Post Office Department the
details of the service he might be required to perform under the
contract.

The effective date of the contract covering route 22 was Jun
1929. On February 13, 1930, all issued and Oﬁt‘standing ca»pitgl stez)c,jlz
of the successful bidder was bought by the unsuccessful hich bidder
who has subsequently operated the route. The route has no postvaI’
value and slight, if any, trade value. The high bidder is now in
bankruptcy. The contract is subject to cancelation, as it has been
breached by failure to supply a new vessel required by its terms.

Routes 25 and 26 were let to the Dollar interests. On each route
there was but one bid and that at maximum rates. Both bids were
reduced from $8 (the maximum permissible under the law) to $6 for
the first 5 years of the 10-year contract. This was done under protest
at the request of the Postmaster General, who gave as ground for the
request the fact that the available appropriation was not enough to
justify payment of these rates. Route 26 was the lucrative Admiral
Oriental route referred to hereinabove. The report of the Postmaster
General to the President finds that both of these contracts may be
canceled upon the ground that they were negotiated and that no
opportunity was afforded for competitive bidding on either route.

Route 36 was secured by the Tacoma Oriental Steamship Co. This
company bid $2.25 per mile for class 6 vessels ($2.50 being the maxi-
mum), and $3.75 for class 5 vessels ($4 being the maximum). There
was no other bidder for the route. The Postmaster General has re-
ported to the President that at the time the route was established there
was adequate service by faster vessels between the ports to be served
and that there was then no prospect that any mail would be assigned
to the proposed route without considerable delay thereto; that route
26, operated by the Admiral Oriental Line with 18-knot vessels, 26
times per year, served practically the same territory; that 76 percent
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of the stock of the contractor company was acquired by the Admiral
Oriental Line through a subsidiary in 1931 ; that the vessels employed
on the route will have reached the end of their economic lives at about
the time the mail contract expires; that the contractor has been
unable to meet its obligations to the Shipping Board, being delinquent
on June 30, 1934, in the amount of $171,112.44; and that the contract
is subject to cancelation because awarded after negotiation and not as
the result of competitive bidding, as well as for failure to provide
a substitute vessel required by the terms of the contract. :

The contract for route 34 was awarded to the Pacific-Argentine-
Brazil Line, Inc., the only bidder therefor. The bid of the con-
tractor was $2.37 for vessels for class 6, or 13 cents less than the
maximum permissible under the law, and maximum rates for vessels
of class 5 and class 4. The postal service has not in any manner
benefited by the operation of this route, which has at times been
an actual detriment to the expeditious dispatch of the mail. At the
expiration of the mail contract the route will be served by worn-out,
inefficient vessels. The contract is subject to cancelation, having
been awarded in violation of the law requiring competitive bidding,
and against the public interest in that the contractor was already
obligated under an existing contract with the Government to oper-
ate its vessels over this route for a term of 5 years without aid
in the form of a mail contract. The public interest does not war-
rant an expenditure of public funds under this contract, and it is not
surprising that this improvident contract resulted in an average an-
nual return to the contractor of 20 percent on its invested capital.
These profits came during depression years and out of the pockets
of taxpayers whose income was decreasing, not increasing.

NULLIFICATION OF COMPETITIVE BIDDING

Tt was contemplated by the Merchant Marine Act of 1928 that the
Postmaster General should first determine what ocean-mail routes
should be establishee and certify them te the United States Shipping
Board. The Shipping Board was then to determine and certify to
the Postmaster General the type, size, speed; and other characteris-
tics of the vessel which should bé employed, the frequency and regu-
larity of sailings and all other facts bearing upon the capacity of
the vessels to meet the requirements of the service stated by the
Postmaster General. Upon receipt of this certificate, the Postmaster
General was to advertise and secure competitive bids for furnishing
the service in question. What actually happened was this:

The agents, lobbyists, and representatives of steamship lines de-
scended upon the Post Office Department, which, acting in startling
harmony with these alert and affable spokesmen of privilege, speedily
reached decisions as to the “ mail route ” to be established, the char-
acter of service to be demanded (always a service then being operated
by the prospective contractor, or which it was fully prepared to op-
erate and which, in many instances as will be pointed out, it was then
bound by guaranteed contract with the Government to operate for
a term of years without additional aid in the form of mail pay), and
the amount of compensation it was to receive. This procedure is in
striking contrast to the expectation of Congress that this compensa-
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tion was to be fixed by free competition between prospective
contractors.

Having accomplished this preliminary spade work, the result of
these cooperative labors was transmitted to the Shipping Board in
the form of a ¢ certification of the Postmaster General.” This certifi-
cation was accompanied by the representatives of the prospective
contractors, who were equally at home in both places. Instantly and
pliantly the Shipping Board ¢ determined and certified ” to the Post-
master General these things which the interdepartmental subcom-
mittee and the prospective contractor had agreed upon in advance
that the Shipping Board should certify. The route was then adver-
tised and the contract let to the company, which had arranged in ad-
vance the service it was to render and the compensation it should
receive. The Postmaster General has advised the President that 42
out of 43 active contracts are subject to cancelation, 40 of them because
let in open defiance of the legal requirement for competitive bidding.
This advice by the Postmaster General is based upon the transcript
of evidence adduced before him, which is replete with proof that
these contracts were regarded as the personal perquisites of favored
shipping interests, considered as “pie” and parceled out as such.

This was “ competitive bidding ” as practiced under the Merchant
Marine Act of 1928. In fact there was no competitive bidding.
Officials and contractors combined to and did prevent it.

THE STANDARDS FOR COMPUTING COMPENSATION UNDER THE MERCHANT
. MARINE ACT OF 1928 ARE UNWOREKABLE AND PRODUCTIVE OF FRAUD

The Merchant Marine Act of 1928 set definite limits for compen-
sation to be pald under mail contracts by classifying vessels accord-
ing to speed and tonnage and providing a maximum rate for each
class. Under this act a vessel of given speed and tonnage falls auto-
matically into a particular classification and is entitled to earn a
maximum compensation provided by the act for a vessel of that
classification. The gross registered tonnage of a given ship is readily
ascertained. Whether or not, however, it is ¢ capable of maintain-
ing ? a given speed “at sea in ordinary weather” is frequently a
very doubtful question, determinable only after exhaustive and
expensive investigation. A difference of one-tenth of a knot in
speed may make a difference of 25 percent in the payment for the
services of a given ship. The whole amount paid out for a vessel
claimed to be capable of maintaining 10-knot speed is illegal if the
vessel is incapable (if only by a fraction of a knot) of maintaining
that speed, for vessels not capable of maintaining 10-knot speed are
not eligible for ocean mail service. No effective.machinery for deter-
mination of the speed which mail contract vessels are capable of
maintaining having been provided by the Merchant Marine Act of
1928, the make-shift expedient of accepting logs furnished by ocean
mail contractors was adopted. Investigation made within the past
few months has conclusively shown that millions of dollars have been
paid out which should not, and would not, have been paid out had
the actual facts as to the speed of ships been known to the Post Office
Department. As an example of the improvidence of this method
of measuring compensation, its ineffectiveness in operation, and the
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practices permissible thereunder, attention is drawn to the case of
the S. S. Margaret Lykes, operated on route 23 by the Liykes Brothers
Steamship Co. i

This vessel was placed in operation and accepted as a vessel ca-
pable of maintaining a speed of 13 knots at sea in ordinary weather
upon the strength of an affidavit by the president of the contracting
company that it was capable of maintaining a speed of 13 knots.
Logs of the Margaret Lykes were furnished from time to time and
payments made upon the theory that the ship was capable of main-
taining a speed of 13 knots. Tt was testified by a former first officer
of this ship that he was instructed to falsify the log to show weather
conditions in excess of those actually noted. It has been recently
established by speed tests, under the supervision of an inspector of
the Department of Commerce and an officer of the United States
Navy, that the Margaret Lykes is not, and has never been, capable
of maintaining a speed of 13 knots at sea in ordinary weather. The
acceptance of this vessel and the payments made for its services have
resulted in an overpayment to the ocean mail contractor in an amount
of $437,124, as this ship was operated under an agreement specifying
a vessel capable of maintaining a speed of 13 knots. ,

Flagrant abuse of the Merchant Marine Act of 1928 is found in
the classification of vessels on the basis of speed without recard to
tonnage. The section of the act providing for such classification
was designed by Congress for use in extraordinary situations. In-
stead of applying this provision only to situations for which it was
designed. the officials administering the act seized upon it and utilized
it as a method for paying a higher rate of compensation than Con-
gress contemplated for ships of particular classifications. Z7'hese
unjustified and inexcusable classifications cost the Government, prior
to January 1, 1935, not less than $§15.429,658.50, and if the present

“contracts are continued and the minimum number of contract voyages

made, will cost the Government in the future an additional sum of
not less than $28,926,277.50.

THE USE OF CHARTERED VESSELS

While the Merchant Marine Act of 1928 authorized and directed
the Postmaster General to include in ocean mail contracts “such
requirements and conditions as in his best judgment ” would “ insure
the full and efficient performance thereof, and the protection of the
interests of the government ”, no ocean mail contract contains a pro-
vision requiring that the vessels operated in performing the con-
tract be owned by the contractor. In consequence, some of these
contracts are being performed by vessels in which the contractor has
no investment and under charters containing provisions requiring
that they be returned to the owner in time of war. Some of these
ships are chartered at low rates from the United States Shipping
Board. The impropriety of payment under mail contract for ves-
sels so chartered from the Shipping Board was called to the atten-
tion of Postmaster General Brown in the case of the Export Steam-
ship Corporation by President Hoover in 1930, but the files of the
Post Office Department reveal no answer to the President’s letter.
The practice was also protested by Congressman Fiorello H. LaGuar-
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dia about the same. There had been paid for the services of
chartered vessels (not including inter-company charters of vessels
in which the mail contractor may be argued to have some investment)
prior to January 1, 1935, not less than $1,463,546. Attention in
this connection may be called to the mail contracts of the States
Steamship Co., the Export Steamship Corporation, the Colombian
Steamship Co., the American West African Line, the American
Scantic Line, and the Waterman Steamship Corporation.

MAIL PAYMENTS TO INTERCOASTAL OPERATORS

It surely cannot be contended that Congress ever intended mail
contracts to be let on links of intercoastal routes, wherein the com-
petition to be faced by the operator was only from other American
interests. This was well known to Government officials administering
the Merchant Marine Act of 1928, but despite that knowledge such
contracts were let and are being operated today. Thus there is
placed in the hands of the favored contractor a murderous economic
weapon fo be used against his American competitors in a trade
wherein vessels of foreign registry may not engage. As an example,
attention is called to route 87, operated by the Grace interests through
the Panama Mail Steamship Co. This route, extending from San
Francisco to Habana, Cuba, is a link in the Grace intercoastal ser-
vice between San Francisco and New York. When the contractor
“applied for ” this contract, it recognized competition with the
Panama Pacific and the Luckenbach Lines, both American-flag serv-
ices operating between New York and San Francisco. On August
16, 1929, when this contract was under discussion, A. Lane Cricher
of the Interdepartmental Committee stated that he was “trying
to bear in mind * * * that the mail contracts are not for inter-
coastal service.” There was at that time before the Interdepart-
mental Committee the report of an examiner made on August 8
1929, which stated in part that “the terminals of this route (New,
York and San Francisco) place this service either in the intercoastal
trade or in direct competition with same.” The report of another
examiner made on October 3, 1929, forecast the possibility that the
better and faster service to be furnished might “throttle American
competition in the restricted trade between United States ports where
the law does not permit a mail contract.” The examiner making
the latter report suggested that “The Intercoastal Conference of
Steamship Operators would probably be the best judge of what is
necessary to be done to protect the interest of the operators in the
intercoastal trade, and it is suggested that they be consulted.” No
investigation to determine what was necessary to protect these Amer-
ican operators is revealed by files of the Post Office Department, nor
is it shown that the intercoastal conference was ever consulted in
the matter. Statistics show that for the last available period (Oct.
27,1933, to Sept. 21, 1934), twenty-four voyages on this route showed
the percentage of gross revenue earned by the vessels of the contrac-
tor in their operations between San Francisco and New York, in-
cluding the mail contract voyages, to be 32.1323 foreign and 67.8677
intercoastal. A statement prepared by the Bureau of Research of
the United States Shipping Board in 1933 shows the Panama Mail

Lo g
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Line to compete with the Panama-Pacific Line, Dollar Line, Lucken-
bach Line, and American Hawaiian Line, all American-flag concerns.

In spite of the facts recited, the Grace contract was let, and to
June 30, 1934, there had been paid thereon in excess of the sum
which would have been paid for carrying the mail at American
poundage rates $2,690,427.82. An estimate based upon the minimum
provisions of the contract shows that there will be paid from July 1,
1984, to the end of the contract in excess of poundage rates the sum
of $6/103,927.72, a total amount in excess of poundage rates pald to
this operator of an intercoastal service competing with American-
flag concerns not aided by postal contracts of $8,794,355.54.

Another instance is found in the operations of the American Lines
Steamship Corporation on route 32 from New York to Balboa, Canal
Zone. The American Lines Steamship Corporation is a 100-percent-
owned subsidiary of the Atlantic Transport Co. of West Virginia,
which is in turn 100 percent owned by the International Mercantile
Marine Co. The contractors’ vessels operate from New York via
Habana, Cristobal, Balboa, San Diego, and Los Angeles to San
Francisco. The report of the Postmaster General finds that the pay-
ments under this contract, as well as being a mere gratuity to the
contractor, are discriminatory as against 23 other intercoastal lines
operating under the American flag without mail-pay aid and con-
sequently serve as a detriment to the American merchant marine.

Another angle of the employment of mail contracts as an aid to
the intercoastal operations of the contractors is illustrated by the
situation of the States Steamship Co., contractor on routes 28 and
29 from the west coast of the United States to the Orient. This com-
pany earned on their actual investment of $600,000, for the years
1928 to 1982, inclusive, an average return of 45 percent per annum,
and an average from 1928 through 8 months of 1934 of 26 percent
per annum.

The company has made no provision for reconstruction or replace-
ment of its fleet, which will be obsolete upon expiration of its postal
contracts, but has an investment of $1,191,979.85 in the Pacific-At-
lantic Steamship Co., operating through the Quaker Line in the
intercoastal trade in competition with other vessels flying the Ameri-
can flag.

It W%,S admitted by the president of the company on the witness
stand that had the company instead of making the investment in
‘intercoastal operations set aside a building fund made up of its
profits over and above an 8 percent annual return on the company’s
original investment, plus an amount equal to depreciation charges
and excluding $333,000 due from the Quaker Line, which was written
off in 1932, there would have been in that fund by November 1934
approximately $1,500,000 available for construction purposes.

It is apparent that not only has this company placed the profits
from postal contracts in competition with unsubsidized American-
flag enterprises, but that by so doing it has deprived itself of funds
which might otherwise have been available for replacing vessels
‘which will be worn out upon the expiration of the postal contracts.

Operators in what is known as the “nearby-foreign ” trade, which
is semiprotected, are also extensively aided by postal contracts at
the expense of their unsubsidized American competitors. Examples
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of this and of situations where potential American-flag operators

would be discouraged by the preexistence of a subsidized American

company in the field are to be found in routes 39, 40, and 41 (United

Fruit Co.) ; routes 15 and 52 (Eastern Steamship Lines) ; route 23

]ELyl;es Bros. Steamship Co.) ; and route 55 (Gulf Pacific Mail Line,
td.

UNDER FOREIGN FLAGS

It would seem elementary that aid in the form of postal contracts
should not be extended to operators of foreign-flag tonnage, their
affiliates, or subsidiaries. Nevertheless, this has been done, and
according to the most recent data, it continues. i

The United Fruit Co. (contractor on routes 89, 40, and 41) and its
subsidiaries own 95 vessels; 82 of them were built in foreign yards
and 64 are operated under foreign flags.

The owners of the American Scantic Line (route 16) own the
Mooremack Line, which employs seven Norwegian-owned Norwegian
flagships directly competing with the Munson Line, which receives
mail pay of approximately $48,000 per voyage, and the American
Republics Line, another Government-subsidized operation, under the
lump-sum operation for private profit and Government losses.

The contract of the Munson Steamship Line on route 4 became
effective August 1, 1928. According to statistics introduced into the
Congresssional Record by Congressman Edwin L. Davis of Tennessee
this line owned and operated, in 1929, 4 foreign-flag vessels and
operated under charter in the West Indies, Canadian, and South
American trades 147 foreign-flag vessels of 443,251 tons. In 1929
this line cleared from New Orleans for ports on the east coast of
South America 10 British vessels, 1 Danish vessel, 1 Dutch vessel, 1
Norwegian vessel, and 6 American vessels. The line has been in
bankruptcy since June 13, 1934, and the trustees now operate only
seven ships, all under the American flag.

The Barber Steamship Line, Inc., which owns 70 percent of the
American West African Line, Inc., contractor on routes 17 and 47, is
traflic agent for the Union Castle Mail Steamship Co., Cayzer-Irvine
& Co. (the Clan Line), James Chambers & Co., the Houston Lines,
Litd., and Wilhelm-Wilhelmson. All of these lines are under foreign
flags; Wilhelm-Wilhelmson under the Norwegian and the remainder
under British registry.

The Strachan Shipping Co. owns 80 percent of the South Atlantic
Steamship Co. of Delaware, contractor on route 33. While the
Strachan Shipping Co. does not charter vessels to load out of United
States gulf ports, 1t acts as agent for the Van Uden Line under the
Dutch flag, the Harrison Line under the British flag, the Kokusai Line
under the Japanese flag, the Cosulich Line under the Italian flag,
the Mitsui-Bussan-Kaisha under the Japanese flag, the A. B. Cellul-
losa Transport Line under the Swedish flag, the Bank Line under the
British flag, and the Hansea and the Hanseatische Lines under the
German flag.

The activities of the International Mercantile Marine in foreign-
flag shipping are, of course, well known. Prior to the inauguration of
this investigation, it disposed of the White Star Line, retaining, how-
ever, a general United States agency for the line and collateral security
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for payment of more than 11 million dollars. Since this investigation
began, the rapidity of its disposition of foreign-flag tonnage has been
materially accelerated and it is reported that most, and possibly all
of its foreign-flag ships, have now been sold. It is impossible to state
definitely at this time whether any of the interests which have ac-
quired these ships are in any way connected with the interests con-
trolling the International Mercantile Marine.

SUBSIDY PILED UPON SUBSIDY

On 27 out of 43 active ocean mail routes the operator, immediately
prior to receiving its postal contract, was contractually bound to main-
tain adequate service for a term of years. This service had already
been subsidized by the sale of ships to the contractor at less than their
appraised value, and the assurance that there would be no Govern-
ment-aided competition on the routes. This was service guaranteed
by surety bonds, which service the Government was entitled to re-
ceive without the payment of an additional dollar. Under the postal
contracts, however, millions of dollars have been spent for the very
service which the contractor was bound to perform and the Govern-
ment entitled to receive without the expenditure of a dollar from the
United States Treasury.

For instance, on March 5, 1928, the States Steamship Co. purchased
11 ships from the Government. These ships had been constructed by
the United States at a cost of $24,490,039 and had a book value at the
time of sale of $2,264,000. They were sold for a total consideration of
$1,065,000 in restricted service, with an obligation upon the States
Steamship Co. to operate them over what became routes 28 and 29,
with a minimum service of not less than 24 voyages per annum on
what became route 28 and not less than 12 voyages per annum on what
became route 29. This obligation was to continue for a period of 5
years, beginning on the date on which the buyer took delivery and
placed on loading berth the first of the vessels purchased. The Gov-
ernment was protected against default by bonds in the penal amounts
of $400,000 for default during the first year, $320,000 for default dur-
ing the second year, $240,000 for default during the third year,
$160,000 for default during the fourth year, and $100,000 for default
during the fifth year. In addition, it was provided that for default
in any one year in making 1 to 4 of the voyages required, the States
Steamship Co. should pay to the United States the sum of $25,000 as
liquidated damages for each voyage defaulted. .

As usual in such contracts, the Government agreed that it would
not, during the 5-year period, operate or permit the operation of
any Shipping Board cargo vessels in competition with the lines op-
erated by the States Steamship Co. over these routes, or charter any
of its vessels at a price lower than the current charter rates for
operation out of any such port or ports in competition with said
lines, and would further protect the States Steamship Co. against
competition. The mail contracts, as let, provided for not less than
24 trips per annum upon route 28 and not less than 12 trips upon
route 29. Service was required and actually begun under the con-
tract on October 1, 1928. Prior to June 30, 1934, the States Steam-
ship Co. received from the Government as compensation for its

S. Rept. 898, 74-1——2
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services on these routes, an amount exceeding what would have been
paid for the transportation of the mail at American poundage rates
the sum of $3,525,610.44, or more than three times the entire pur-
chase price of the ships, which it bought from the Government.

Such allotment of mail aid, in order to secure service already sub-
sidized by the Government and which the Government was entitled
to receive without such allotment, especially in view of the fact that
the contract provided for no construction of ships, was utterly im-
provident and contrary to public interest, and did not tend in any
way to build up a merchant marine.

Other contractors who have been beneficiaries of this multiple sub-
sidy system included the Oceanic & Oriental Navigation Co. (on four
routes), the International Mercantile Marine interests (on three
routes), the America West-African Line, Inc. (on two routes), the
Dollar interests (on two routes), the Lykes Bros. interests (on two
routes), the Munson Steamship Line, the Export Steamship Cor-
poration, the American Scantic Line, Inc., the Colombian Steamship
Co., Inc., the South Atlantic Steamship Co., the Pacific-Argentine-
Brazil Line, Inc., the Mississippi Shipping Co., Inc., the Tacoma-
Oriental Steamship Co., the Grace interests, the American Diamond
Lines, Inc., the Waterman Steamship Corporation, and the American
South African Line, Inc.

HOLDING COMPANIES, SUBSIDIARIES, AFFILIATES, AND OTHER MEANS OF
PIPING OUT THE PROCEEDS OF POSTAL CONTRACTS

The necessity for simplification of corporate structure, a uniform
system of bookkeeping, and limiting the marine activity of Govern-
ment-aided shipping companies to bona fide foreign-trade shipping
operations is obvious upon consideration of a few situations brought
about under a subsidy system whereby these essentials are not
demanded.

The Pacific Lighterage Corporation is a stevedoring company
which derives the major portion of its revenues from stevedoring
for the subsidized Dollar Steamship Lines and American Mail Line.
The American Mail Line is 100 percent owned by the Admiral Ori-
ental Line, which is controlled by the Dollars and their associates,
including Herbert Fleishhacker. As of December 31, 1932, the physi-
cal assets of the Pacific Lighterage Corporation were carried on the
books at $9,916.80, and its capital stock consisted of 50,000 shares.
Of these 50,000 shares, R. Stanley Dollar and J. Harold Dollar
jointly owned 18,000 shares; J. Harold Dollar 5,000 shares; A. F.
Haines, vice president of the Admiral Oriental Line and vice presi-
dent of the American Mail Line, Ltd., 9,990 shares; and Estand,
Inec., which is 100 percent owned by Esther J. Dollar, wife of Stan-
ley Dollar, 20,000 shares.

From 1929 to 1933, inclusive, this $10,000 lighterage company, which
is substantially an affiliate of subsidized shipping companies, after
paying relatively large salaries to its officers, who are also officers of
the mail contracting shipping companies, realized profits in the
amount of $1,175,182.69. These profits were “ hidden profits ” to the
individuals deriving the benefits of the postal-contract subsidy and
were not apparent upon inspection of the shipping companies’ books.

i gy

s

INVESTIGATION OF AIR MAIL AND OCEAN MAIL CONTRACTS 19

When these mail contractors were called upon by this committee to
furnish, among other things, a statement of the profits of all affiliates,
subsidiaries, etc., no information as to these profits was furnished,
and it was necessary for this to be discovered by the laborious activi-
ties of investigators for the committee. 3

This is a customary method by which the corporate fiction has
been availed of by mail contractors to show an apparent, but not
actual, need for subsidy. :

THE DECEPTIVE A. G. W. I. CORPORATE NETWORK

The New York & Cuba Mail Steamship Co. is the operator on
routes 20 and 21. As of December 31, 1933, 199,645 of 200,000 shares
of this company’s stock, issued and outstanding, were owned by the
Atlantic, Gulf, and West Indies Steamship Lines.

From 1928 to 1933 the books of the New York & Cuba Mail Steam-
ship Co. reflect a loss of approximately $1,735,000, and on December
31, 1933, the stockholders’ investment of $10,000,000 was offset by a
deficit of $10,895,787.73, making the net worth of the company a
negative figure approximating $895,000. ;

The Agwi Navigation Co., a wholly owned subsidiary of the
Atlantic, Gulf & West Indies Steamship Line (the parent com-
pany of the New York & Cuba Mail Steamship Co.) constructed
with Government aid two new ships to be used on route 20. This
Agwi Navigation Co. has no business other than to own vessels and
charter them to the New York & Cuba Mail Steamship Co., the
operator of the postal routes. The charter hire paid by the New
York & Cuba Mail Steamship Co. to the Agwi Navigation Co. for
these two ships was sufficiently high to permit the Agwi Navigation
Co. to pay $900,000 in dividends out of profits of $1,068,426.50 to
the common parent company of the ship charterer, the Agwi Naviga-
tion Co. and the operator of the postal routes, the New York &
Cuba Mail Steamship Co. from 1928 to 1933, inclusive. The parent
company had invested in the Agwi Navigation Co. the sum of
$2,975,151.65.

Within 6 years (1928-33) the New York & Cuba Mail Steamship
Co. paid as bond interest the sum of $1,244,344.01. On December
31, 1933, all New York & Cuba Mail Steamship Co.’s bonds were
owned by its parent company, the Atlantic, Gulf & West Indies
Steamship Line. Prior to 1919 the company paid dividends amount-
ing to $16,050,000.

Had the New York & Cuba Mail Steamship Co. used a portion of
this $16,050,000 to retire its bonds instead of paying it out in dividends,
and thus made it unnecessary to pay bond interest to its parent com-
pany, and built its own ships instead of paying for their hire from
another subsidiary of its parent company, the loss reflected upon its
books for the period of mail operations in the amount of $1,735,000
would have been a profit of $618,000.

This complicated corporate set-up and system of misleading inter-
‘company transactions, when dragged into the open, shows that the
actual beneficiaries of the marine subsidy have, in this case, set up
as the theoretical operator of the routes a mere corporate shell, the
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books of which reflect a loss, in spite of which the actual recipients
of the benefits of the subsidy have, during the period of the postal
contract, pocketed substantial profits.

THE CORPORATE WEB OF I. M. M.

The Roosevelt Steamship Co. (contractor on route 46) is a sub-
sidiary of the International Mercantile Marine Co. As of Decem-
ber 81, 1933, the International Mercantile Marine Co. had invested
in the United States Lines Co. (contractor on routes 43 and 44),
$1,020,000. The Roosevelt Steamship Co. collects commissions of
approximately 19 percent of gross voyage revenue (excluding mail )
of vessels owned and controlled by the United States Lines Co. R.
Stanley Dollar, when president of the United States Lines, testified
that he knew of no other operating agreement in the United States
amounting to as much as 15 percent. Commissions thus received by
the Roosevelt Steamship Co. totaled $3,097,537.95 between December
8, 1931, and December 31, 1933, and, of this amount, $2,712,055.65 was
paid by the Roosevelt Steamship Co. to the International Mercantile
Marine. During the same period, the books of the United States
Lines show a purported loss of $1,886,379.11.

The Roosevelt Steamship Co., having a Capital stock of only
$22,000, passed on to the International Mercantile Marine 90 percent
of the gross commissions received for operating the vessels owned and
controlled by the United States Lines, and retained for itself 10 per-
cent and showed on its books a net profit, from this specific operation,
between December 8, 1931, and December 31, 1933, of $237,648.23.
The exact amount of profit to the International Mercantile Marine
from this operation cannot be ascertained in view of the complicated
and varied activities of this holding company.

The International Mercantile Marine Dock Co., a 100-percent owned
subsidiary of the International Mercantile Marine Co., has a capitali-
zation of $100. This dock company leases New York-Chelsea Piers
58 to 62, inclusive, on the North River for $384,500 per year. It sub-
leases the piers to the International Mercantile Marine Co. and has
operated the piers to serve its subsidiary and affiliated companies and
the White Star Line almost exclusively.

The net profit to the International Mercantile Marine Co. from
operation of these piers has been more than a half million dollars a
year during the period of the mail contract. In 1932 the Interna-
tional Mercantile Marine Co. collected wharfage from subsidized com-
panies, as follows: ]

From the Atlantic Transport Co. of West Virginia (charterers of vessels

operated under foreign ocean mail route 32) $76, 670
From the Roosevelt Steamship Co. (U. 8. Shipping Board vessels) ______ 95, 367
From the United States Lines Co. (foreign ocean mail routes 43 and 44)_ 262,185

Total ieiits, ' 434, 222

It may be pointed out, incidentally, that the International Mer-
cantile Marine has made substantial advances to its subsidiary, the
Frederick Leyland & Co., Ltd., a British corporation, owner and.
operator of foreign flag tonmage, which company suffered a net op-
erating loss of $8,539,920.76 from 1928 to 1932 inclusive. As of
December 31, 1932, this company was indebted to the International

—
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Mercantile Marine, on open account, in the amount of $3,800,000
and owed the British Government, under the Trades Facilities Act
on construction loans, $436,500.

THE MUNSON MAZE

The Munson Steamship Line has operated route 4 under the Mer-
chant Marine Act of 1920 and 1928 since April 1, 1926. At the time
when Munson obtained a mail contract under the Merchant Marine
Act of 1928, the service was actually operating at a profit, and the
effect of this mail gratuity was almost to double the operating profit
on the route until late in 1930. While the testimony of a Shipping
Board -auditor shows that the books of this company in 1933 were
in a deplorable condition, the system complicated by intercompany
transactions and subsidiaries piled on top of each other, and the
system seemingly designated so that neither the employees of the
line nor anyone else could tell the true results, a study of compara-
tive balance sheets shows that while the postal route operated at a
profit, approximately 7 million dollars was lost in other ventures.
This is readily understood in the light of the fact that as of June 13,
1934, the line had a controlling interest in 29 subsidiory companies,
including steamship companies located in New York, New Orleans,
Galveston, Cuba, Scotland, Norway; a New York building corpora-
tion, a barge and lighterage company in the Bahamas; a marine
works, two hotel companies and a golf course in the Bahamas, as well
as the Compania de Alamacenes de Deposite in Cuba. This line has
been in bankruptcy since June 13, 1934, = Of course no sound system
of marine subsidy (if any subsidy can be sound) would permit the
proceeds of a profitable route to be dissipated in this manner, nor
would it permit such a puzzling and deceptive corporate network to
exist.

THE GRACE ENIGMA

W. R. Grace & Co., through 100-percent-owned subsidiaries, is the
beneficiary of ocean-mail contracts on routes'8, 37, and 38. Accord-
ing to the statements of its own representatives, however, this com-
pany is engaged in many forms of business activity other than ship-
ping. Its shipping activities, conducted through subsidiary com-
panies, are merely one of the divisions of a diversified and wide-flun
business which includes also foreign- merchandise, industrial,
banking, and other enterprises, mainly in Central and South
America. Investigation disclosed that this enormous holding com-
pany controlled 54 subsidiary corporations, at December 31, 1932,
including the Grace National Bank of New York, Chilean nitrate
companies, sugar plantations, and trading agencies. It was a slow
and tedious process to develop the facts concerning these asso-
ciates, affiliates, etc., and in fact, the corporate mesh is such that a
genuine picture of operating expenses and income is impossible.

The shipping, banking, merchandising, and industrial activities
of this enormous and complicated corporate machine are interrelated,
and to a very great extent, interdependent. Substantial percentages
of all cargoes carried on routes 8, 397, and 38 are owned or controlled
by the Grace interests and utilized by them in their operations other
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than shipping. Obviously, the mail-contract subsidy in this case is
in effect a subsidy not only to the shipping business, but a subsidy to
many other enterprises, including trading and banking.

It may be noted that for the 18-year period, from 1916 to 1933,
W. R. Grace & Co. showed gross profits from all sources of $82,264,-
342.79 before manager’s compensation, taxes, adjustments, and divi-
dends, of which sum approximately $35,898,000 was received from
direct shipping operations. Dividends paid by W. R. Grace & Co.
during this period amounted to $43,571,896, and manager’s compen-
sation amounted to $14,778,137.69.

J. P. Grace, president of W. R. Grace & Co., during 1928, the year
when the contract for foreign ocean mail route 8 was awarded, re-
ceived a salary of $75,000, commissions of $398,050, and dividends
of $498,610.20, a total of $971,660.20. Mr. Grace 1s an official or
director of numerous other corporations, including the National City
Bank of New York. D. S. Iglehart, vice president of W. R. Grace
& Co., during the same period (1928) received a salary of $75,000;
as commissions, $471,800, and as dividends, $132,438, a total of $679,-
238. Mr. Iglehart was also a director of the Grace National Bank
of New York. R. H. Patchin, Harold J. Roig, and Wm. F. Cogs-
well, officials of the mail-contracting Grace companies, were also
directors of Pan American-Grace Airways, Inc., which is the bene-
ficiary of foreign air-mail contracts. Pan American-Grace Airways
Inc., 1s 50 percent owned by W. R. Grace & Co. !
_ Other major officials of W. R. Grace & Co. who have received,
from 1924 to 1982, inclusive, sums in excess of a quarter of a million
dollars, include the following: G. H. Carter, $626,453.96, an annual
average in excess of $69,000; Harold J. Roig, and A. Garni, $615,-
189.46 each, or an annual average exceeding $68,000; E. T. Ford,
§555,090.06, an annual average exceeding $61,000; and R. H. Patchin
$371,660.03, an annual average exceeding $41,000. L

The foregoing shows that at least seven officials of Grace shipping
companies, which have been subsidized by the Government, received,
over a long period of years, compensation in excess of $40,000 per
annum.

HOLDING COMPANIES ARE DEVICES FOR FRAUD

Holding companies, subsidiaries, associates, affiliates, and what-
nots have been used by shipping companies for the uniform purpose
of siphoning the income of subsidized operating companies into the
pockets of individuals. These complicated corporate subterfuges and
devices met our investigators in practically every office. It some-
times required weeks and months even to find their names. Fre-
quently they were only discovered from income-tax reports and
from special written questionnaires requiring the names of companies
supplying goods and services to the subsidized company. When dis-
covered, it was always found that these corporate devices concealed
salaries, bonuses, secret expenses, and purloined revenues, which in
equity and good conscience should have remained in the treasury of
the subsidized company. In few instances, if any, are there any
legitimate or honest reasons for the existence of these complicated
networks and corporate shells.
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In these corporate webs men frequently hold offices in so many
interrelated corporations and draw so many corporate salaries that
it is difficult for them to remember the names of the corporations,
the offices they hold, or the salaries they draw for services they do
not perform.  The printed evidence before the committee is filled
with proof of this.

One illustration is taken from the evidence of Mr. John J. Farrell.
Mr. Farrell and his brother are the chief officers of the complicated
corporate structure of shipping companies and ship service com-
panies which surround and almost conceal the subsidized American-
South African Line, Inc. This witness, John J. Farrell, had realized
from salaries, dividends, and gain in stock values from the corporate
structure, between 1926 and June 1938, not less than $1,827,212.40.
Here is a part of his evidence:

(Record p. 941.)

The CHAIRMAN. As a matter of fact, Mr. Farrell

Mr. JorN J. Farrert. You have better records than I have, Mr. Chairman.

The CHAIRMAN. As a matter of fact, you do not know what offices you have
held in these various affiliated and associated companies?

Mr. JouN J. FarreLL. I have a record somewhere. ’ -

The CHAIRMAN. But you do not know what functions you performed as an
officer of these companies as to directing how stevedoring should be done and
shipping handled?

Mr. Joa~ J. Farrerr. The active man was Mr. Arthur R. Lewis, who was
president. I never received a salary as an officer.

* * * * *

3 *

The CHAIRMAN. The Waterfront Service Corporation?

Mr. JouEN J. FarrerL. I am a director. I do not know whether I am an
officer or not. - - Xy, 3

The CHAIRMAN. Are you sure you are a director in the Waterfront?

Mr. JouN J. FARReLL. I do not know, sir; I would have to get the record.

(Record p. 954.)

The CHAIRMAN. Did you ever go out there on the Pacific coast?

Mr. JounN J. FArrmLL. Yes, sir.

The CHAIRMAN. To see about the stevedoring company ?

Mr. Joun J. FArRreLL. I have been on the Pacific coast, sir.

Mr. DissowAy. Is it all right for me to inform him?

Mr. JouN J. FARReLL. He prepared my income-tax report.

The CHAIRMAN. Yes. !

Mr. JouN J. FARrerL. The head office of Norton-Lilly & Co. is at New York,
and all of that stuff would clear through New York.

The CHAIRMAN. May I ask you a question as a business man and citizen,
with reference to what might affect legislation?

Mr. JouEN J. FARRELL. Yes, sir.

The CHAIRMAN. Do you think it is conducive to good business in this coun-
try to have men serve on so many directorates, and so to draw salaries from
so many companies as officers, that they do not know what companies they
are in?

Mr. JouN J. FARRELL. No, sir; and I have resigned from a considerable num-
ber of companies, and have tried to concentrate—

The CHAIRMAN., With reference to shipping, do you not think that whatever
policy the Government may carry out with reference to a merchant marine,
that it ought to require, in some way, that the people who act for the merchant
marine, work for the merchant marine and limit themselves to efficient oper-
ation?

Mr. JoaN J. FARgeLL. I agree with you entirely.

We agree with Mr. Farrell, who stated from knowledge acquired by

experience, that these corporate networks and devices should be pro-
hibited by law.
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MILLIONS DUE THE GOVERNMENT IN DEFAULT, BUT CONTRACTORS AND
LOBBYISTS CONTINUE TO PROFIT

While ocean-mail contractors were delinquent in their obligations to
the Government on December 31, 1934, by not less than $3,852,699
(which figure does not include the delinquency of $439,812.46 of the
Seatrain Lines, Inc., the validity of whose contract is denied by the
Government), inexcusably heavy profits have been made by some
ocean-mail contractors and excessive salaries, fees, commissions, and
expense accounts have been paid to officers, agents, and high-powered
“ fixers ” plying their art in Washington.

The evidence shows that at a time when Government aid of the
Dollar routes was limited to fostering a practical monopoly of Ameri-
can flag ships from our west coast to the Orient for this company. as
a result of ship sales at low prices, R. Stanley Dollar, J. Harold Dol-
lar, H. M. Lorber, and Herbert Fleishhacker withdrew in cash in the
year 1925 a total of $162,000. Had this rate of withdrawal continued
during the first 514 years of ocean-mail contract operations, from
January 1, 1929, to June 30, 1934, their withdrawals would have to-
taled $891,000 instead of $2,762,257.46 which was the amount actually
withdrawn by the Dollar-Lorber Fleishhacker group passing through
the customary deceptive channels of subsidiaries, associates, affiliates,
etc. This was an increase in cash withdrawals of $1,871,257.46, an
- amount closely approximating the delinquencies of the Dollar Lines’
obligation to the Government.

R. Stanley D oltlar received from his Dollar Steamship Line and Ad-
miral Oriental Line $698,760 as commissions incident to the purchase
of ships from the United States Government ot low prices.

The service covered by route 18, operated by the ATLANTIC &
CARIBBEAN STEAM NAVIGATION CO., is known as the
“Red D Line.” This service has been in existence for more than 50
years, having been established in 1881. From 1892 to 1922, this com-
pany continuously carried mail under the old act of 1891. From 1922
to October 1, 1928, the company carried mail at poundage rates.

The original cash investment of $1,000,000, which was contributed
between 1881 and 1899, increased to a net worth of $3,178,983.26 by
December 31, 1933. In addition to prcfits added to the net worth, the
company paid out, between 1881 and December 31, 1933, in dividends
not less than $5,000,000. Obviously, this company had made sub-
stantial profits on its invested capital prior to its receipt of a mail
contract under the Merchant Marine Act of 1928, which became effec-
tive Octcber 1, 1928. From 1929 to 1933 inclusive, the company
made profits of $1,224,260.57. Had the company not received be-
tween 1929 and 1933 the $1,378,978.15 (which represents the excess
of contract mail pay received over what the company would have
received for transporting the same amount of mail at American
poundage rates), it would, during this depression period, have sus-
tained a net loss of only $147,717.58. Even under such circumstances,
however, no loss whatsoever would have been incurred had not large
salaries been paid (as they were paid) to officers, and had “ manage-
ment fees ” of $133,333.33, paid by the contractor to its parent holding
company—Bliss-Dallett & Co.—in 1929 and 1930, not been paid. In

g
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1929 to 1933 inclusive, this contractor paid dividends of $600,000, an
average rate of 6 percent per annum on its outstanding capital ac-
count, and accumulated an even larger amount in its surplus fund
during this depression period. The fact that this company, without
a mail contract, might have lost a comparatively negligible amount
of money at a time when practically all enterprises incurred heavy
losses and when freight revenues upon this particular line, as well
as elsewhere, were a fraction of what they had been in 1929, cannot
be said to justify the award of this contract, which made possible
the continued payment of large salaries and holding company com-
missions, and which was executed at a time when every evidence indi-
cated that the company would operate at a substantial profit without
Government aid.  While the Atlantic & Caribbean Steam Navigation
Co. is not delinquent in its pecuniary obligations to the Government, it
has failed to put into operation on the route additional vessels con-
templated by its contract. '

Henry Herberman, when president of the EXPORT STEAM-
SHIP CORPORATION, from 1926 to 1934 inclusive, received as
salary $517,172.19 and as expenses $478,424.88. These amounts came
from the contractor and corporate affiliates. He also received $85,-
910.00 in dividends, and his personal indebtedness to the Export
Steamship Corporation and its subsidiary, the Steers Terminal Co.,
had grown by April 10, 1934 to $231,098.36, a total amount received
by Herberman during this period of $1,312,605.43. By February
1927 the Export Steamship Corporation: began to find it necessary
to have its notes to the Shipping Board extended. On February
15, 1927 the Shipping Board extended ‘the Export note for $60,-
$886.47, and in one 17-day period, between February 10 and February
27, 1929, Henry Herberman, the Export’s representative in Wash-
ington, received for nonitemized expenses $11,360.00, and the treas-
urer of the Export Steamship Corporation “has no idea” what
became of it. Actual delinquencies began in March 1931 and have
continued down to date.

The activities of Henry Herberman with reference to financial
transactions with Government employees in the purchase of lands
and cattle are now too well known to require repetition in this report.
The whole evidence indicates, however, that his “ expenses ” while in
Washington, during 1928 and 1929, on business for this mail con-
tract company, exceeded an average of $1,000 per day.

The average annual profits of the WATERMAN STEAMSHIP
CORPORATION, operators of route 54, prior to securing a mail
contract, were 17 percent on its outstanding capital stock. This
profit was earned as managing operator for the United States Ship-
ping Board. The average annual net profit since the acquisition of
a mail contract by the company (as an owner and not an agent) has
been 32 percent on outstanding capital stock. The first 6 months
of 1934 reflect an average annual profit at the rate of 45 percent on
outstanding capital stock. The high return on the investment of
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this company is attributable in part to a plan of “ reconditioning ”,
found in mail contracts, which operates in this manner. By “re-
conditioning ” certain vessels so as to increase speed from 10 to 13
knots, at a cost ranging from $50,000 to $120,000 per ship, this con-
tractor has arranged to increase its compensation for the services of
such vessels from $2.50 to $4 per mile. Up to October 31, 1934, this
increased compensation paid to the contractor on six such ships
amounted to $279,012. The amount which the ‘Post Office Depart-
ment estimates will be paid over the remainder of the contract for
speeding up these six vessels is $2,606,175. It is estimated that the
additional mail pay which will be received by this contractor, if it
succeeds in reconditioning 10 ships according to the agreement, will
be approximately $4,500,000, whereas it does not appear possible that
the entire reconditioning program, including improvements and
speeding up these vessels of this contractor will cost more than
$2,000,000. This company is not delinquent in its pecuniary obliga-
tions to the Government. :

From 1928 to 1933 inclusive, the INTERNATIONAL MERCAN-
TILE MARINE, its subsidiaries and affiliates, paid to six lawyers
and their law firms, more than $370,000. These lawyers frequently
represented them in Washington. In addition, over $384,000 was:
paid during the same period to more than 10 law firms recognized
as maritime, corporation, and tax specialists, as well as for general
litigation.

From 1920 to 1933 inclusive, the president of the International
Mercantile Marine, P. A. S. Franklin, has drawn as salaries, bonuses,
and commissions from that company, its subsidiaries and affiliates,
$1,952,410.06, an average exceeding $139,000 per year.

Similarly and from the same sources, J. M. Franklin, son of
P. A. S. Franklin, drew $15,000 in 1928, 1929, and 1930; $20,551
in 1931; and $28,004 in 1932; Basil Harris,$15,000 in 1928, 1929, and

1930; $20,551.11 in 1981; and $28,004 in 1932. Kermit Roosevelt. .

$15,000 in 1928, 1929, and 1930; $20,551.11 in 1931; and $28,100 in
1932. Twenty-six assorted vice-presidents, treasurers, secretaries,
managers, agents, superintendents, and assistants to all these, re-
ceived for their services in excess of $7,500 per annum from 1928 to
1983, inclusive, drawing a total of $1,717,137, an average exceeding
$13,000 per individual per annum. The receipts of each of 4 vice-
presidents, included among the 26 employees above referred to,
averaged over this period well in excess of $20,000 per year. Figures
reflecting salaries, commissions, bonuses, etc., paid to employees of
this concern subsequent to 1932 are not available at this time. De-
linquencies of lines operated by this group began in 1932, and 2
of its companies, the American Lines Steamship Corperation and
the Baltimore Mail Steamship Co. are now delinquent.

The MISSISSIPPI SHIPPING CO., INC., contractor on route
35, for the 6-month period ending June 30, 1934, showed as a result.
of operation a return of 23 percent on outstanding eapital, a return
of 46 percent per annum. These high profits may be attributed in
part to a reduction in April 1933 of its manning and wage scale
below the 1930 Shipping Board scale, which scale was in effect when
the post contract was secured and at the time the cut was made.
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A “reconditioning plan ” of the same general nature as that described
with respect to the Waterman Steamship Corporation may also be
said to have contributed to this high rate of return upon invested
capital. It should also be noted that this company made an annual
profit of 15 percent on its investment from April 17, 1929, to June 30,
1980, inclusive, dsmmediately preceding the award of the mail con-
iract. This latter period embraces all the operations of the company
as an owner and not as an agent for the United States Shipping
Board. While this company is not delinquent in its obligations to
the Goverment, some of its notes have been extended.

Elisha Hanson, whose signature as assistant secretary of the
GULF PACIFIC MAIL LINE, LTD., is attached to the postal
contract on route 55, which contract contains a warranty that the
contractor “has not employed any person to solicit or secure this
contract upon any agreement for a commission, percentage, brokerage,
or contingent fee ” received a contingent fee for his services in con-
nection with the contract in the amount of $25,000. It should be
noted that it was found extremely difficult to secure fayorable action
upon the application of the Gulf Pacific Mail Line, Ltd., for this
contract, and that when difficulties were encountered it was the
custom of Mr. Hanson to address a letter to Lawrence Richie, then
Secretary to the President, who would in turn address a letter to
the appropriate department, upon receipt of which, difficulties there-
tofore encountered seem to have been dissipated.

The AMERICAN SCANTIC LINES, whose owners operate Nor-
wegian-owned, Norwegian-flag ships in direct competition with
subsidized American shipping and also operate in the protected
coastwise trade in competition with American shipping which is not
subsidized, has received more than one million dollars as the result
of an improvident and inexcusable “ reconditioning plan ” negotiated
with the Post Office Department.

While the Government has favored this line with a triple subsidy
by selling it for $868,670 vessels having a book, value of $1,882,000,
by Shipping Board loans, and by postal contract, it may be noted
that the line has filed suit in the Court of Claims for $39,963.75 for
services alleged to have been performed in the transshipment of mail
at Copenhagen, Denmark, between October 1, 1928, and December 30,
1933, and that the Post Office Department has absolutely denied lia-
bility. In addition, it should be noted that at the time when this
contract was let the Government was entitled to receive adequate
service over this route for a period of at least 5 years without the
expenditure of any Government funds. The company is not delin-
quent in its pecuniary obligations to the Government.

One paid Washington representative of subsidized shipping
companies, upon one occasion, actually wrote a letter which was
signed by the Postmaster General himself, which letter acquiesces in
the elimination of a clause providing for placing mail pay in escrow
for the protection of the Government. It was this same paid repre-
sentative who, on December 5, 1932, wrote to his subsidized em-
ployer, suggesting that Mr. Otto Praeger, of Texas, then mentioned
in connection with the office of Second Assistant Postmaster Gen-
eral, should return (if he were to return) to the Post Office Depart-
ment as First, Third, or Fourth Assistant Postmaster General rather
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than as Second Assistant, in which capacity he would have had
active charge of foreign mail. This lobbyist significantly states:

He (Mr. Praeger) is said to be rather ruthless on cutting costs and possibly
not very much in favor of our mail aids.

Attention has previously been called to the fact that the letting
of the outstanding contract to the MUNSON STEAMSHIP LINE
on route 4 in 1928 substantially doubled the profits on that route for
several years. Incidentally, this is a contract which has resulted in
no ship construction whatever. The vessels operated on the route
will have exhausted their economic life within 4 years after the
expiration of the postal contract. From 1926 to 1934, inclusive,
this company paid salaries to eight individuals aggregating $1,509,-
460. During this 9-year period Frank C. Munson received $465,600
and Carlos W. Munson received $329,200. In addition to these
salaries, this company set up on its books in 1929 provisions for a
bonus to the officers of the company in the amount of $100,000;
$58,818 was actually drawn—$32,400 by Frank C. Munson, $20,000
by Carlos W. Munson, and $6,418 by other officers. The sum of
$41,182 still stands as a credit on the books of the line. During
November and December of 1930 and January of 1931 this line
defaulted on four notes to the Shipping Board, each in the amount
of $51,300, a total default of $205,200. Each of these notes was
extended for 1 year. In 1930 and 1931, the years when these defaults
occurred, officers’ salaries paid by the line amounted to $439,460.
Although the operation of the postal route has been consistently
profitable, the company is now in bankruptcy and extensively obli-
gated to the United States Government.
~ J. E. DockendorfF testified before this committee that his interests,
including the American Diamond Lines, of which Mr. Dockendorft
was president, paid an attorney $100,000 for services in connection
with the purchase of ships from the Government.

For the period of approximately & years immediately preceding its
recept of o mail contract on route 6 under the Merchant Marine Act
of 1928, the AMERICAN SOUTH AFRICAN LINE, INC, ap-
provimated a return of 20 percent per annwm on its outstanding capi-
tal stock without including in this computation $114,000 recewed in
mail pay, the greater portion of which was earned by contract under
the Merchant Marine Act of 1920. This contractor, during the period
of the present contract, made before deduction for income-tax pur-
poses a profit of $1,186,881.03, averaging approximately 77 percent
per annum on the company’s outstanding capital stock. It is esti-
mated that the investment of the stockholders (capital stock plus un-
divided profits) has yielded a return of approximately 23 percent per
annum during the period of the mail contract, in spite of the fact that
most of this period has been in the depression years. These profits
were determined after the payment of substantial executive salaries,
legal fees, carrying charges, and depreciation. 7'he wage scale now
paid by this contractor is substantially less than the scale prescribed
by the United States Shipping Board. The line is not delinquent in
its obligations to the Government.

The LYKES BROTHERS STEAMSHIP CO., INC., as at June
30, 1933, had invested in vessels operating on route 23, $321,556.58.
During the period from August 28, 1928 (the inception of the con-
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“tract), to June 30, 1933, a period of less than 5 years, this company

would have earned a profit, before deduction for income tax, without
any mail pay whatsoever of $327,694.71. The mail revenue received
by the contractor during this period amounted to $1,587,444, and
the contractor’s net profit from operations under this mail contract
for this period amounted to $1,915,138.71, although the contractor
claims that $62,148.34 of this amount was earned by irregular exten-
sions of special voyages to nonmail-pay ports after completing mail
voyages. This company is not delinquent in its pecuniary obliga-
tions to the Government.

AMERICAN STEAMSHIP OWNERS’ PROPAGANbA ACTIVITIES

The American Steamship Owners’ Association in 1932 created a
Committee on Shipping Information with a 6-month budget of
$48,300 to be financed by an assessment on mail contractors at the
rate of one-fifth of 1 percent on the mail pay received from the
Post Office Department during the fiscal year 1932. A representa-
tive of a mail contractor, who was present, advised his company that
at the meeting creating the committee:

There was unanimous agreement that the situation as to appropriations
required effective and sustained action and considerable emphasis given to the
thought that the steamship interests ought to try to present always a united
front at Washington.

Between November 15, 1932, and July 18, 1933, the total expendi-
ture of this committee averaged about $5,000 per month. The pro-
gram which was carried out included news releases and popular illus-
trated articles, direct correspondence with newspaper editorial
writers, radio, speakers before commercial organizations, congres-
sional educational campaigns “ disclosing interest of Representatives’
constituents in the merchant marine ”, and the publication of a book.
The committee employed a director at a monthly salary of $800, an
assistant director at a monthly salary of $300, four stenographers,
and a “ publicity agency.”

The shipping interests have operated through many agencies with-
out disclosing their activities to the general public. They have ex-
tended financial aid to numerous associations and organizations scat-
tered over the United States some of whom innocently, and some
of whom with their own knowledge and active cooperation, have
been made the instrumentalities of insidious propaganda.

Raymond J. Baker, secretary-treasurer of the American Steam-
ship Owners’ Association, admitted upon the witness stand that he
and his organization had stopped the printing of certain unfavor-
able articles upon the merchant marine in newspapers.

The following testimony from this committee’s printed record
shows the background of one propaganda campaign. The witnesses
are Mr. J. E. Dockendorff, president of the subsidized American
Diamond Lines, Inc., and Mr. Raymond J. Baker, secretary-treas-
urer of the American Steamship Owners’ Association.

(Record p. 869-370.)

The CHAIRMAN. During these last few years you have also been paying
money into the American Steamship Owners’ Association, have you not?

Mr. DocKENDORFF. No more than our fee, except during the last 6 months

or a year we have paid about $1,050 for work in connection with the American
Merchant Marine.
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Senator McCARRAN. That was in addition to your fee?

Mr. DocKENDORFF. In addition to our fee, as members of the American Steam-
ship Owners’ Association.

. Senator McCARRAN. Whom did you pay that to?

Mr. DOCKENDORFF. What is that?

Senator MCCARRAN. Whom did you pay that to?

Mr. DockENDORFF. To the American Steamghip Owners’ Association.

Senator McCARRAN. Was there any special purpose that it was used for?
That was in addition to your fee. Now, why was that paid?

Mr. DOCKENDORFF. That was for ewxpenses that I wunderstood were to be
incurred for a commitiee for propaganda work, in the sense of trying to show
what an American Merchant Marine would mean to this country.

Senator McCARraN, That was a publicity committee?

Mr. DocKENDORFF. If you wish to call it that way; yes.

Senator McCARRAN. Who was the head of that committee?

Mr. DOCKENDORFF., Mr. JenkKins,

(Record p. 375.)

The CuHAIRMAN. I find this letter of January 25, 1933, to Mr. Ernest Iselin,
New York:

“At the request of Mr. Dockendorff, I am sending you herewith editorials
from the New York American of January 17 to 21 and 24, which may be of
interest to you.

The present attitude of the New York American is part of the work being
done by the American Steamship Owners’ Association as to which Mr. Docken-
dorff has advised you.

I remain,

Very truly yours,”

That is signed by the Secretary to J. E. Dockendorff. Do you remember
those editorials?

Mr. DockENDORFF. No; I do not, but they must have been in connection with
the movement that that committee was doing—trying to show what the Ameri-
ean Merchant Marine meant to this country.

The CHAIRMAN. What did you mean by telling him it was the work of the
American Steamship Owners’ Association?

Mr. DockENDORFF. That is the association tending to that through this com-
mittee of which Mr. Jenkins is chairman,

(Record p. 179:)

The CHAIRMAN. Who made this report (exhibiting) ?

Mr. Bager. That is a memorandum, Senator, for the chairman of our com-
mittee on shipping information.

* #‘ % * #* * *

The CHAIRMAN. You further say that your office has been in touch with Mr.
Wiltiom Randolph Hearst, Mr. Arthur Brisbane, and Mr. Brand with respect to
special articles?

Mr. BAKER. Yes, sir,

The CHAIRMAN. And the members have been advised as to the courtesy ex-
tended by the Hearst organization in the way of editorial support?

Mr. BAKER. The chairman.

The evidence shows that the Admiral Oriental Line of the Dollar
interests had invested $20,000 in first-mortgage collateral trusts of
Hearst Publications, Inc.

Other illustrations of the manner in which the general public is
deluged with tailor-made editorials may be found in the testimony of
and concerning E. A. McKinnon, a self-styled “public relations ”
business man employed by the American Steamship Owners’
Association:

(Record p. 182.)

Senator McCARRAN. Who does that work?

Mr. Baker. Mr. McKinnon,
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Senator McCARRAN. Does not that receive your approval before the work
goes out?

Mr. BARER. As to the facts contained.

Senator McCARrAN. In other words, the plan and policy have been that you

‘would set up a set of facts, or Mr. McKinnon would, in the form of an article,

and that article would receive your approval as to the facts; and then it would
be sent out to the various organizations named by Senator Black a moment ago,
and they would put that out as their expression?

Mr. BAKER. I think in some instances that is true; yes.

(Record p. 196-197.)

Senator McCARRAN. In other words, you promote or censor articles for
publication ?

Mr. McKinnoN. I would not say * censor.”

Senator McCARRAN. Well, you suppress it, then?

Mr. McKINNON. Well, there have been times when there have been adverse
matters that it has been policy to suppress until there has been a change in
public opinion.

Senator McCARRAN. What, if anything, is your connection with the Ameri-

can Steamship Owners’ Association?

Mr. McKinnon. On November 9 I was appointed by the committee on ship-
ping formation, director.

Senator McCarrRoN. November 9 of what year?

Mr. McKINNON, 1932.

Senator McCARRAN. Director of what?

Mr. McKinnoN. Shipping information.

(Record p. 201.)

The CHAIRMAN. Now, you make reference to Senator McKellar—* probably
your most persistent opponent in-the Senate ’—and then you state that Sena-
tor McKellar might listen, “if it could be developed from a whisper into a
roar.” [Laughter.]

Did you ever get the roar?

Mr. McKinNoN. I think we did, to a certain extent. However, I do not
know that it has had any influence on the Senator.

& & % ES & * *

The CEAIRMAN. Which part of the Tennessee press did you enlist?
Mr. McKiNNoN. Daily and weekly—

(Record pp. 202 and 203) :

The CHAIRMAN. Did you have anything to do with getting that mailed—
that material?

Mr. McKINNON. Bvery line was prepared by us.

The CHAIRMAN. Did you send it to them?

Mr. McKINNON. Yes, sir.

The CEAIRMAN. How was it put into the paper? As an editorial?

Mr. McKiNNoN. The caption is, “ Of interest to all Tennesseans.”

* * * % % * *

Mr. McKINNON. No, sir; it went in over the signature and on the stationery
of William Allen, of the foreign trade commitiee of the Mississippi Valley Asso-
ciation. :

The CHAIRMAN. I see, That was supposed to come from the Mississippi Valley
Association ? i

Mr. MoKINNON, Yes, sir,

The CHAIRMAN. In reality you had written it?

Mll; McKINNON. We have written this for every State in the Union, prac-
Hog *y' * * * * * *

The CHAIRMAN. What other papers did this appear in?

Mr. McKinNoN. In that one State?

The CHAIRMAN. Yes.

Mr. McKinNoN. Elizabethtown, Tenn., May 18.

The CHAIRMAN. Did that have Mr. William Allen’s name to it?

Mr. McKINNoN. No; they took the material and made an editorial out of
it, not ucing it word for word, but on the basis of the material supplied they

wrote an- editorial.
%* = *® ® * ® #®
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The CHAIRMAN. Well, we will not take time to go.through all of them. You
did have various articles sent by the Mississippi Valley Association in that
section?

Mr. McKINNON. In their area; yes, sir.

The CHAIRMAN. You also had articles sent by Mr. Malcolm Stewart, did
you not?

Mr. McKinNNoON. Yes, sir.

The CHAIRMAN. How much did you give him?.

Mr. McKiNNON. $500 per month.

The testimony of Mr. Thomas R. Shipp, whese business is “ the
organization and conduct of publicity for clients, for corporations,
and associations ”, is highly enlightening:

(Record p. 210) :

The CHAIRMAN. Do you know Mr. Marcosson?

Mr. SHIPP. I met Mr. Marcosson several years ago.

The CHAIRMAN. Did you help him prepare his articles for the Seaturday
EBvening Post?

Mr. Suarpp. The material was supplied from our office for his consideration.
I don’t know how much of it he used. I think he availed himself of seme of
the figures and material we prepared.

Senator McCARRAN. Mr. Shipp, where did you first get that material?

Mr. SurpP. The material we sent Marcosson?

Senator McCARRAN. You say material was supplied.

Mr. SHIPP. Yes. :

Senator McCARRAN. Where did you get it?

Mr. SHIpp. We got it from numerous sources. We got as much as we possibly
could from the Steamship Owners’ Association.

Senator McCARRAN. From your employers?

Mr. SHIPP. From our clients; yes. We got what we could from Mr. Jenkins.

(Record p. 213:)

The CEHAIRMAN. What was the effort you made with reference to the articles
by Mr. Helm, the correspondent who wrote the articles with reference to subsidy?

Mr. SHIPP. A member of my staff talked with Mr. Helm concerning the
articles he had written for a Kansas City paper for which he was correspondent.
We knew him very well and talked the subject over with him. :

The CEAIRMAN. I notice here under date of January 25, “A somewhat similar
program was submitted and it was proposed to contact Lowell Mallett, of the
Scripps newspapers, but to date the only strictly Scripps-Howard stories that
have apepared have been antagonistic rather than favorable.” Did you make
that report?

Mr. Sarep. I think I did.

The CHAIRMAN. Did you contact Mr. Mellett?

Mr. Sarpp. I think a member of my staff did.

(Record p. 216:)

The CHAIRMAN. Let us see if this next one was an excess of zeal [reading]:
“ Held conferences with editors of Washington Star and Washington Post.”

Mr. SHaIpp. I think that is true.

The CHAIRMAN (continuing) : “ Explaining ocean mail contract with them
which resulted in both papers publishing editorials in support of the contract.”

Mr. Sarep. I think we talked with somebody on both papers.

The CHAIRMAN. Who was it? :

Mr. Suipp. I don’t know who it was.

The CHAIRMAN. Did you do the talking?

Mr. Szrep. I did not.

The CHAIRMAN. Do you know who did?

Mr. SHrpp. I am not sure who did.

The CHAIRMAN. Where is Mr. Newman now?

Mr. SuIpp. He is here in the room.

The CHAIRMAN. Is Mr. Newman the man who talked to him?

Mr. Smrpp. It might have been that he was, because Mr. Newman was in
charge of the account.

The CHAIRMAN (continuing). Arranged with chief of Washington bureau of
the Associated Press for them to carry a statement interpreting mail-contract
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situation in Congress. Wrote such interpretation and took it to Second Assistant
Postmaster General Glover, who revised it slightly and approved it. Is that
correct?

Mr. Saipp. 1 think that is correct.

The CHAIRMAN. Who did that?

Mr. Sarep. I suppose Major Newman did it, but it was done under my
direction. ; ;

The CHAIRMAN (continuing). At Mr. Persons’ request made contact with Gen-
cral Pershing, who was in New York; wrote a statement for him which was
later read at conference.

Mr. SHIPP. I understand that the General did not make the speech we wrote
for him.

The CrAlRMAN. He did not?

Myr. Smipp. That is, he did not make any. He did not appear, but I think
perhaps the speech was read, so we did not lose out altogether.

(Record p. 217) :

The CHAIRMAN (continuing). At Mr. Pagin’s suggestion, and with the ap-
proval of Mr. Jenkins, Mr. Newman went to Baltimore for conference with Mr.
Ravenal, of the Baltimore Mail, for the purpose of enlisting the cooperation of
the Baltimore Sun in support of mail contracts. Mr. Newman and Mr. Ravenal
held conference for nearly an hour with Mr. Owen, editor of the Sun, and felt
his interest had been aroused. Well, did you arouse his interest?

Mr. SHIPP. He never demonstrated it in his newspaper, but I think we did
arouse his interest.

* * * ® * » *

The CHAIRMAN. May I ask if you got anywhere in any of these matters?

Mr. SHIPP. In this personal contact?

The CHAIRMAN. Those I have just read to you.

Mr. Saipp. Well, as Andy says, “I think we made an imprint.”

The CHAIRMAN. How much were you getting a month?

Mr. SHIPP. We were getting $1,000 a month fee.

(Italics supplied.)

The chief of the Washington Bureau of the Associated Press
denied to this committee, by letter, that Mr. Shipp had “ arranged
with the chief of the Washington Bureau of the Associated Press ”
for the distribution of a certain statement respecting mail contracts,
but stated in the communication of denial that—* * * * Mr.
Glover did issue such a statement and the Associated Press carried it,

but only after one of our reporters talked with Mr. Glover directly -

and ascertained that he alone was taking responsibility for the state-
ment.” (Record p. 344).

The testimony that this “ news release ” (for which an Assistant
Postmaster General, Mr. Glover, took sole responsibility) had act-
ually been written by a $1,000 per month propagandist of the sub-
sidized ship operators remains uncontraverted, and it is clearly ap-
parent that such authorship was not revealed to the Associated Press.

The evidence also shows that upon one occasion the American
Steamship Owners’ Association passed a vote of thanks commending
an officer of the Sun Oil Co. for the securing of publication of certain
articles in the Saturday Evening Post. The Sun Oil Co. was inter-
ested in the Sun Shipbuilding Co. of Chester, Pa.

MONOPOLISTIC TENDENCIES

In more than one instance marine subsidy as heretofore adminis-
tered has operated in a manner tending not only to create shipping
monopolies but also to “ freeze out ” unsubsidized stevedoring firms,
ship-repair enterprises, and towage services. As an example, it may
be pointed out that the Lykes interests operate approximately 80
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percent of all subsidized shipping from the American coast of the
Gulf of Mexico to the Orient, the United Kingdom, and Europe.
A complaint was filed before this committee by companies engaged
in ship-repair work in Galveston, Tex., employing 195 individuals,
protesting against the advantage given by the mail subsidy to the
Lykes Brothers interests in competing with them in the ship-repair
business. There is testimony also before this committee to the effect
that the same interests have utilized their heavy fuel purchases to
demand and receive the towage business of oil companies for whose
business these interests are in competition with unsubsidized towing
services.

The International Mercantile Marine, through the mail contracts
operated by its subsidiaries and affiliates, and clauses protecting it
from competition by Shipping Board vessels, has obtained a virtual
monopoly of fast-freight and passenger service from United States
North Atlantic ports to the ports of France, Germany, and the
United Kingdom.

DISREGARD FOR LAW AND SOUND PUBLIC POLICY BY ADMINISTRATIVE
OFFICIALS

Government officials, charged with the administration of this sub-
sidy, have on various occasions taken illegal action, in some instances
previously objected to by the Comptroller General, and in at least
one case directly disregarding the expressed desire of Congress.

In spite of the fact that Congress had specifically forbidden the
payment of any moneys on the purported contract of Seatrain Lines,
Inc., the Post Office Department, under Postmaster General Brown,
regularly dispatched mails under this contract. Such dispatch con-
tinued until the fall of 1933, when it was first brought to the atten-
tion of executive Post Office officials of the present administration
and was promptly discontinued.

As a result of transactions involving the sale of a Shipping Board

vessel, S. S. Storm King, and concessions on the sales price of cer-
" tain stores, it appears that the Export Steamship Corporation was
‘permitted to profit at Government expense in the amount of $152,-
082.79. Without apparent authority in law, the United States Ship-
ping Board Merchant Fleet Corporation has paid out in premiums
on vessels sold by the Shipping Board to the Export Steamship
Corporation $457,457.19, $240,000 of which has been repaid by the
Export Steamship Corporation, leaving an outstanding amount of
$217,457.19.
- The Comptroller General has consistently taken.exception to the
operating agreement of 1930, commonly known as the “ lump sum ”
agreement, upon the ground that such agreements are illegal. Not-
withstanding the expressed position of the Comptroller General, mil-
lions of dollars have been paid out under such agreements, some of
which are still in effect. Appropriations, however, have been passed
providing for payment under the operating agreement of 1930,

On November 14, 1932, the Comptroller General advised the Ship-
ping Board that it was without authority to pay the United States
Lines Co. to assume their extended liability in connection with
prepaid tickets sold by the Government prior to April 8, 1929.
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Prior to this ruling, however, and on September 16, 1932, the ac-
counts in question had been assumed by the United States Lines Co.,
which for assuming the account, received from the Shipping Board
$216,639.96, and had disbursed to December 31, 1933 against the
assumed liability, only $18,731.

In the spring of 1929 the vessels of the American Merchant Lines
and the United States Lines, regarded as the prize fleet operated by
the United States Shipping Board, were sold to the United States
Lines, Inc., for $16,000,000, 25 percent of which was paid in cash.
A large amount of stock in the United States Lines, Inc., was sold to
the general public.

In 1931 the United States Lines, Inc., experienced financial diffi-
culty in complying with the construction requirements of its mail
contracts. As a result of this situation, which involved construction
loans, the United States Shipping Board compelled the United States
Lines, Inc., to name as 4 of its 7 directors, 4 nominees of the Shipping
Board, Ira A. Campbell, Robert L. Hague, Edward N. Hurley, and
Franklin D. Mooney. In the month of July 1931 the Shipping Board
began to press for some reorganization of the United States Lines,
Inc., and advised representatives of various steamship companies of
its intention. The Board eventually offered for sale the notes of the
United States Lines, Inc., in the approximate amount of $11,000,000.
The highest bid was made by a group composed of the Dollar,
Dawson, and Chapman interests, the International Mercantile Marine
being one of several unsuccessful bidders. The bid of the Dollar-
Dawson-Chapman group, submitted on August 17, 1931, was not
immediately accepted by the Shipping Board. However, on October
13, 1931, a contract was entered into between Messrs. Dollar and
Dawson and representatives of the International Mercantile Marine
Co. whereby the International Mercantile Marine Co. obtained an
interest in the new company to be organized upon the acceptance
of the Dollar-Dawson-Chapman bid. On October 30, 1931, the
United States Lines Co., a Nevada corporation, organized pursuant
to the bid of the Dollar-Dawson-Chapman group, and in which the
International Mercantile Marine Co. had obtained an interest by the
contract of October 13, 1931, entered into a contract with the Shipping
Board for the purchase of the notes for $3,170,900. While less impor-
tant and more reasonable concessions had theretofore been refused to
the United States Lines, Inc., by the Shipping Board, this contract
made among others the following concessions to the new company.
The contract provided for the redelivery of the S. S. America and
the S. S. George Washington to the Shipping Board and the can-
celation of the outstanding indebtedness on these two ships. The
outstanding notes purchased amounted to $8,983,620.56, which the
new company purchased for $3,170,900, a net reduction in the amount
of $5,812,720.56. All payments on the amount of $3,170,900 were
deferred for 8 years. No interest was to be paid on the outstanding
indebtedness of $3,170,900 until October 30, 1934, at which time
interest was to and did begin to accrue at 414 percent. Miscellaneous
payables due the Shipping Board by the United States Lines, Inc.,
1in the amount of $196,168 were deferred for a period of 3 years.

The International Mercantile Marine Co. was represented in this
transaction by Mr. Cletus Keating law partners of Ira Campbell,
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placed upon the board of directors of the United States Lines, Inc.,
by the United States Shipping Board. Chauncey Parker, who as
general counsel for the Shipping Board drew the contract of Oec-
tober 30, 1931, in which the concessions detailed above were granted
to the new company in which the International Mercantile Marine
Co. was interested, held 6 percent bonds of the International Mer-
cantile Marine Co. in the amount of $10,000. Postmaster General
Brown, when he approved subcontracts on mdil routes 43 and 44
by the United States Lines, Inc., to the new United States Lines Co.,
in which the International Mercantile Marine Co. had an interest,
held over 4,000 shares of stock in the International Mercantile Marine
Co.

In spite of the fact that the law gave the Postmaster General no
power beyond that of making contracts to carry the mail, it is con-
clusively established that in letting these contracts no real attention
was paid to the effect of such action upon the postal service. In
every instance where, on grounds bearing no reasonable relation
to “ mail 7, the Postmaster General determined to let contracts for the
carriage of the mail, he stood ready to and did certify the proposed
service as a “mail route.” The incorrigible optimism of the Post-
master General as to the * substantial volume of parcel post which
might be developed” on routes whereon no mail moved when the
contract was let has been equalled only by the ingenuity of the
operators in making this optimism bear fruit in correspondence
addressed by themselves to their agents abroad and especially ear-
marked for carriage by their “ mail contract ” ships (lest benighted
postal employees, concerned with service rather than subsidy, dis-
patch it by speedier means), and even in transporting empty mail
sacks. '

The Postmaster General has advised the President that out of
43 such active mail routes only 12 are of substantial value as mail
carriers, 8 are of slight postal value, 23 have no postal value what-
ever, and that a number of them are actually detrimental to the
speedy transmission of the mails.

THE SUBSIDY DOES NOT ALWAYS REACH ITS INTENDED BENEFICIARY

While the clamor has always been made that our marine subsidy
would provide funds for the payment to American seamen of wages
set at a proper level, and substantially in excess of foreign wages, in
many instances the proper wage scale has been cut and money trans-
mitted to mail contractors in constructive trust-for American sea-
men has been diverted by the contractors to their own private profits
for exhorbitant salaries and unearned bonuses. This practice and
result is wholly indefensible,

SHORT-SIGHTED PSEUDO-PLANNING AND THE MYTH OF PRIVATE OWNERSHIP

While existing contracts under the Merchant Marine Act of 1928
contain provisions for construction of a few ships, no real considera-
tion seems to have been given to the self-evident proposition that a
merchant marine must renew itself continuously if it is to remain a
factor in national defense and international trade. According to
the Annual Report of the Postmaster General of 1933, only 20 out of
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43 existing contracts required new ships. These 20 contracts specified
a total construction of 51 ships, a pathetic figure when considered
with relation to the construction program of other maritime nations.
Twenty-eight of these ships have been built and one has been lost
at sea. In addition to the 28 ships built under contract requirements,
1 other ship has been constructed by a mail contractor and certified for
use on a mail route, but has been sold by the mail contractor to its
parent company and is now being used as a ““ cruise ship.” The con-
struction of 23 more ships is required under the terms of the mail

contracts. Thirteen contracts, other than those requiring construction,

require reconstruction or substitution. Substitution has in some
instances been construed to be effected by the use of chartered ships.
Three other contracts contain conditional requirements for new ton-
nage and seven contracts contain no provision requiring construction,
reconstruction, or substitution. /¢ appears that if all new ships re-
quired by the contracts are constructed and the old vessels now being

operated remain in service, there will be in service when the contracts -

expire only 65 ships under 17 years of age. The majority of the re-
maining 268 wvessels will have exhausted their economic life and the
others will have an expectation of less than 4 years. In addition,
there may exist 41 reconditioned war-time vessels whose economic
life is purely speculative. Obviously, our system of marine subsidy
has not produced to date and will not, if continued in its present
form, ever produce an adequate and efficient merchant marine.

As heretofore pointed out, the Government’s investment in mail
contract ships (excluding the industrial United Fruit Co.) is 1.89
times the stockholders’ interest in all assets and the Government’s
fixed lien on certain vessels equivalent to 60 percent of the maximum
value of all vessels under mail contracts. This indicates that the
ideal of a privately owned merchant marine set up by the Merchant
Marine Act of 1920 and 1928 has in no sense been attained, nor is such
an ideal likely to be attained (if attainable at all) under a system
under which those who are in theory to become the private owners
calculate substantially as follows: “2 and 2 are 4; the Government
should give us 2, and inasmuch as we do not have the other 2, the
Government should loan us that 2, also.”

Evidence before this committee demonstrates that exclusive of the
industrial United Fruit Co. all present mail contractors are worth
approximately $80,000,000, of which amount approximately $74,000,-
000 is invested in ships mortgaged to the Government for more than
$112,000,000. It follows arithmetically that the entire industry has
only $6,000,000 for other fixed assets and working capital. In other
words, if all shore equipment and working assets could be supplied
by bank loans, the entire industry would have only $6,000,000 of ‘its
-own money wherewith to embark upon a construction program, con-
servatively calculated to require the expenditure of not less than
$35,000,000 per annum over 7 years, a total of not less than $245,000,-
000. When this actual picture of the present state of affairs is ana-
lyzed and it is remembered that the situation exists notwithstanding
the use of ships built by the Government; the loan of millions of dol-
lars of Government money and the expenditure by the Government
of more than $120,000,000 of so-called mail pay for the purpose of
building up a privately owned American merchant marine, the pros-
pect of attaining this 1deal can only be described as far from bright.
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CONCLUSIONS AND RECOMMENDATIONS

From the mass of evidence relating to the American Merchant
Marine which has been uncovered, examined, and considered, it 1s
possible to draw certain definite conclusions.

In the past the Government by managing-operator agreements on
the percentage and lump-sum basis, and by mail contracts has subsi-
dized ship lines, which did not then have, do.not now have, and
probably never will have, commerce and trade sufficient to make
them self-sustaining. It has subsidized others, then and now, capable
of earning fair—and in some instances large—profits without a dollar
of Government aid. Having in mind the policies of the past, and the
present regrettable status of the American Merchant Marine in which
these policies have resulted, it is evident that certain decisions must
be made, and that it is imperative for those decisions to be made

immediately. It is abundantly shown that the present situation is®

intolerable. § :
The first question (and it must be decided upon the sole ground

of public interest) is whether or not the Government shall expend
taxpayers’ money to create and maintain a merchant marine. This
Government may, should it see fit, leave the business of shipbuilding
and the operation of ships in foreign trade to the natural forces and
elements of private business, and refrain from using public funds in
these enterprises. If this course should be followed, it is believed by
many that fewer ships would be built in America, and that some non-
self-supporting ship lines would be abandoned. The natural result of
declining shipbuilding in America would probably be the decline of
facilities for shipbuilding to such an extent that this country
would have inadequate shipyards capable of expanding the Ameri-
can merchant marine to necessary size under emergency condi-
tions. Your committee believes, however, that many American ships
would continue to operate without financial aid from the Govern-
ment, and that if a constructive national policy were adopted, there
would be developed a merchant marine commensurate to the
commercial and national needs of the country. i !
However, assuming that the public interest requires the expendi-
ture of Government funds to create and maintain an American Mer-
chant Marine, a second and more complex problem is presented as
to the method by which the Government is to create and maintain
the desired merchant marine. There are several major alternatives
which the Government may adopt: ] {
(1) It may provide for Government ownership and operation.
(2) It may provide for Government ownership and private opera-
tion, the operation to be subsidized where this is proved necessary.
(8) It may provide for private ownership and private operation,
the operation to be subsidized where this is proved necessary.
Under any system of Government aid, the problem of construc-
tion and its cost is particularly important. Under the system which
has operated up to the present, the Government has undertaken to
supply the differences between the cost of construction in American
yards, and the cost of construction abroad without reference to
Whether or not the cost of construction in the American yard was
just and equitable. The cost of construction has been left entirely
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to the private operator and the private shipyard. It is obvious that
there can be no justification for payment of more than a reasonable
price for the subsidized construction of ships. The cost of ships
constructed for an American Merchant Marine with the aid of Gov-
ernment funds to be operated either by the Government or by a pri-
vate individual should be rigidly scrutinized and provisions made to
prevent profiteering in this business at the expense of the taxpayer.
It is believed that ships for an American Merchant Marine can, and
should be, constructed in private American yards. If, however, it
be found impossible to secure private construction of suitable ships
on reasonable terms and conditions, it will, of course, become ad-
visable for the Government to construct ships in its own yards. No
necessity excuses the payment of Government tribute to private
monopoly.

GOVERNMENT SUBSIDY VERSUS GOVERNMENT OPERATION

Undoubtedly there are various trade routes wherein operations
could not be carried on profitably. If it be deemed in the public
interest for the Government to extend financial aid for such opera-
tions, an annual expenditure of millions of Government dollars must
be expected. This expenditure is inevitable in such an undertaking,
whether the ships be Government operated or privately operated but
Government subsidized.

True Government operation implies that the business is conducted
without hope or possibility of private individual profit and with com-
plete Government control of the wages, salaries, working conditions,
and activities of those employed therein. In such Government oper-
ations, if there is profit it inures to the taxpayer, and if there is loss
it is borne by the taxpayer.

True private operation implies that private individuals supply the
capital and operate and control the project for private profit, stimu-
lated by the hope of profit to operate frugally and efficiently.

Business subsidized by the Government looks to the Government for
a part or all of its capital. Government subsidy absorbs whatever
losses are incurred in whole or in part. In the past, control of wages,
salaries, working conditions, and profits of business subsidized by the
United States has been vested in private individuals. In other words,
while the Government has supplied, during the past decade, far more
than 50 percent of the capital of enterprises engaged in foreign ship-
ping, as the investor of the greater portion of this capital, it has not
had that management and control which private investors would have
had under the same circumstances.

As between true Government ownership and operation of a mer-
chant marine and true private ownership and operation, your com-
mittee would favor the latter.

As between true Government ownership and operation and private
ownership and operation subsidized by the Government, your com-
mittee believes that Government ownership and operation would best
serve the interest of the people.

Private ownership and operation of merchant and aerial trans-
portation with Government subsidy has resulted in a saturnalia of
waste, inefliciency, unearned exorbitant salaries, and bonuses and
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other forms of so-called “compensatiton ”, corrupting expense ac-
counts, exploitation of the public by the sale and manipulation of
stocks, the “values” of which are largely based on the hope of
profit from robbing the taxpayer, and a general transfer of energy
and labor from operating business to ¢ operating on ” the taxpayer.
Measured by results, the subsidy system, as operated, has been a
sad, miserable, and corrupting failure. Many of its apologists have
been shown to be those who have directly received financial profit,
or those, who for various reasons, have been influenced by those
who did directly profit from it. Not the least of these influences
has been the millions of Government dollars flowing through the
hands of the immediate recipients, their associates, affiliates, sub-
sidiaries, holding companies, and allies, into the treasuries of news-
papers, magazines, and publicity agencies. Evidence before this
committee has illustrated the existence and effect of these evil
influences.

True Government operation has had only one trial. Although
certain marine profiteers and some portions of the press have re-
peatedly asserted that the Government has 10st huge sums by direct
Government operation and drawn therefrom the unsound conclusions
that such losses are inevitable in true Government operation, the truth
is that this Government has not, since 1920, with the ewception of
one fleet, engaged in any such operation. The exception is the fleet
operated as the United States Lines. After spending $5,565,327.05
during a period of 4 years in the development and operation of
this line in a manner similar to the development of lines privately
operated, the Government, for the fiscal year 1927, showed a profit
of $404,017.12 in the operation of this line. During that same year
so-called “ private operations ” on other Government-owned lines op-
erated for private profit, cost the American taxpayers $9,283,035.31.
This was prior to the widespread decline in maritime business condi-
tions. This line was sold to private interests in the year 1929 and
has been privately operated since that time with the aid of huge
grants of so-called “ mail pay.” The result of this single instance of
true Government operation does mot show the impracticability of
such operation, but, on the other hand, demonstrates that true Gov-
ernment operation, under normal business conditions, has been and
can be profitable. ; ;

As heretofore stated, Government losses persistently described by
selfish interests as arising out of Government operations, have really
resulted from private operations in the form of subsidized operating
agreements variously called “managing-operator agreements ”,
“Tump-sum agreements ”, and “ mail contracts.” Under all of these,
the private operators took the profits and the Government took the
losses. Your committee believes from the experiences of the Govern-
ment, particularly during the past decade, that it would be difficult
and almost impractical to devise safeguards sufficient to save the tax-
payer from the unfair and unjust extortions of persistent profiteers
under a subsidy system. :

This committee, therefore, recommends that whenever the taxpay-
ers’ money is invested in ships or shipping enterprises, the Govern-
ment retain full and complete ownership and control. 1t is believed
that loss and waste from such ownership and operation would be far
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less than that which inevitably results from the subsidy system. Cer-
tainly the Government would not reduce the wages of its smaller
paid ‘workers and at the same time permit its agents and employees
to profit from salaries, bonuses, commissions, and other forms of
so-called “ compensation ” to the extent of one hundred thousand to
half a million dollars in a single year, which have, in several in-
stances, been the results of subsidy.

GOVERNMENT OWNERSHIP WITH PRIVATE OPERATION

As heretofore stated, your committee considers Government owner-
ship and operation preferable to any system involving subsidy. As
between Government ownership with subsidized private operation and
true private ownership with subsidized private operation, your com-
mittee would unquestionably prefer the latter. Your committee, how-
ever, does not believe that 1t is possible to bring about the latter
system. ‘

Not all the Government aid which has been expended over a long
period of years amounting to hundreds of millions of dollars with
the practice of lending Government money for shipbuilding (which
practice the President has stated should terminate) has been able to
create a privately owned American Merchant Marine. It has been
shown that the resources of private enterprises engaged in foreign
shipping are wholly inadequate to finance the necessary construction
program which has been conservatively calculated to require an ex-
penditure of not less than $245,000,000 at the rate of $35,000,000 per
annum during the next 7 years. It appears axiomatic that if the
Government, by reason of its investment, is to be the equitable owner
of the American Merchant Marine, it should retain legal title to the
ships themselves, and with such title retain that complete control
which accompanies legal ownership.

Government ownership with private subsidized operation should
not, however, permit the iniquitous “ managing operator ” or “ lump
sum ” systems of the past. The operation should be upon a charter
basis or a profit-sharing basis, permitting no more than a reasonable
profit for those private interests best equipped and experienced to
operate the Government’s fleets in an efficient and aggressive manner.

Your committee, therefore, recommends that whenever the taw-
payers’ money is invested in ships or shipping enterprises unless it
be considered (as we consider it) in the public interest to provide
for Government ownership and operation, that the system adopted
provide for Government ownership with private operation.

SUBSIDIZED PRIVATE OWNERSHIP AND OPERATION

The Merchant Marine Act of 1928, according to its terms, was
designed to create and maintain an adequate merchant marine ulti-
mately to be owned and operated privately by citizens of the United
States. While this act has been flagrantly maladministered, it is
incapable, even if administered with maximum efficiency, of provid-
ing an adequate American Merchant Marine at reasonable cost.
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Its administration has been distinguished by a startling disregard
for the public interest. Public officials have been encouraged to be-
lieve that the Merchant Marine Act of 1928 actually meant what it
did not say and that they should administer it (as they have ad-
ministered it) upon this essentially unsound basis.

It is conspicuously devoid of those safeguards which should always
accompany grants of public money to private persons for the effectua-
tion of a public purpose. ?

Its administration was confided to the Post Office Department,
then and now without the proper facilities for the administration of
a marine subsidy.

Instead of an adequate American Merchant Marine it has pro-
duced unconscionable exploiters, intent upon wringing every possible
penny from the public purse, while giving an absolute minimum
of service in return. It has facilitated every conceivable form
of holding company, subsidiary, affiliate, and associated corporate
hocus-pocus. It has financially assisted favored operators in the
protected and semiprotected trades against competition limited to
unsubsidized American-flag enterprises. While it has given birth
to a situation to delight unscrupulous, self-seeking individuals, it
has caused the marine subsidy of this Nation with real reason to
become known as “ pie.”

The Merchant Marine Act of 1928 should be repealed.

The history of marine subsidy in the United States does not
encourage this committee to believe that such a subsidy is likely to
be honestly administered in the future. Reserving to itself the
right to doubt that it is possible to secure honest administration of
such an act, this committee points out a few essentials which must
be contained in any subsidy program. The following conclusions
with respect to the administration of a subsidy apply with like force
to a system contemplating Government ownership and private op-
eration and to a system contemplating subsidized private ownership
and operation.

The subsidy must be administered by fearless, uncompromising
men, unsusceptible to the insidious influence of selfish interests.
These men must bring to their difficult task intelligence, industry,
candor, and courage, and minds single to the best interest of their
country. They must not be compelled to take over entire the per-
sonnel of existing governmental agencies, shot through with the
destructive propaganda of the past, but should be encouraged to
avail themselves primarily of those now in government service who
have resisted that propaganda and should be permitted to call others
of like mind to their aid.

The system to be adopted must be as simple as the complexity of
the problem permits. It must possess the maximum of elasticity
compatible with existence of essential safeguards. Above all it must
be no temporary subterfuge, but the candid crystallization of painful
experience into permanent policy worthy of a great nation.

Specifically, this committee makes the following recommendations:

The marine subsidy should be divided into a construction subsidy
and an operating subsidy, later to be discussed in detail. The con-
struction subsidy should be available to all American shipping oper-
ators engaged in foreign commerce upon the same terms, and no
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operating subsidy should be paid to a shipping operator whose busi-
ness or 1nterests are in the protected coastwise or intercoastal, or
the semiprotected nearby-foreign trades, except that subsidy should
be available upon the same terms to all American operators in cases
where substantial foreign competitors operate parallel services, even
in cases where the American operator is in the semiprotected trade.

No subsidy should be paid to any ship operator or shipbuilder
who fails to maintain a uniform system of bookkeeping to be pre-
scribed by the agency administering the subsidy, or whose books,
files, and records are not open to the inspection of the designated
employees of this agency. ;

No operating subsidy should be paid to any ship operator who fails
to comply with Government-required manning and wage scales and
labor conditions, or to provide the most improved equipment and
trained personnel for the preservation of safety at sea, or who oper-
ates, charters, acts as agent, or has any financial interest directly or
indirectly in the operation of foreign-flag tonnage. A substantial
portion of the operating subsidy is designed to be received by Ameri-
can seamen. The rate of pay of the American seaman is generally
higher than that paid by foreign nations, but in view of the many
benefits provided for foreign seamen, which are not received by
American seamen, it is doubtful if the actual compensation received
by the American seaman is greater than that received abroad. Most
certainly every effort to bring about security and better conditions
should be encouraged, and it is a primary duty to see that this por-
tion of the subsidy reaches its intended beneficiaries, thus encouraging
an all-American personnel, which is an essential element of a truly
American merchant marine.

No subsidy should be paid for the benefit of any operator whose
financial or corporate structure, in the opinion of the agency admin-
istering the subsidy, permits the diversion of the subsidy into activi-
ties other than bona fide American-flag foreign-trade shipping enter-

- prises, except that such subsidy payments may be made upon terms

and conditions prescribed by the agency administering the subsidy
sufficient to protect the Government against such -diversion, nor
should any construction subsidy be paid to any shipbuilder whose
activities are not confined to shipbuilding and ship repair.

No subsidy should be paid to any operator or shipbuilder who pays
or causes to be received by any officer, agent, or employee (which
terms should be construed in the broadest sense to include, but not
to be limited to, managing trustees or other agencies) wages, salaries,
or compensation exceeding in amount or value the sum of $17,500 in
any one year.

No subsidy should be paid to or for the benefit of any ship operator
or shipbuilder whose private capital, in the opinion of the agency
administering the subsidy, is insuflicient to insure a reasonable likeli-
hood of continuous successful operation with a fair amount of Gov-
ernment assistance, or which in the case of an operator is unwilling
to provide for an adequate replacement program for its fleet.

The purpose of a construction subsidy is to increase the building
of ships for foreign trade in American yards by equalizing the cost
to American citizens of constructing them in American yards and
placing them in operation on foreign trade routes with the cost of
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constructing the same ships in foreign yards and placing them in
operation upon the same routes. The present system of construction
loans should be abolished, but the ship operators should be free to
borrow from governmental agencies (other than the United States
Shipping Board, whose power to make loans should be abolished)
upon equal terms and conditions with other private enterprise. The:
construction subsidy should equal in amount the difference between
the cost of similar first-class construction in that foreign yard where
construction by the operator is, in the opinion of the agency adminis-
tering the subsidy, most economically practicable plus an amount
equal to that required to place the vessel in operation at a point
equal in advantage to that point where it will be placed in operation
by an American yard without added cost to the operator and the
reasonable cost of American construction. This amount should be
paid directly by the Government to the shipbuilder. No such sub-
sidy should be paid to any shipbuilder unless its wage scale is, in the-
opinion of the agency administering the subsidy, sufficiently high to
equal the wage scale for similar services in foreign yards plus that
portion of the subsidy properly allocable to shipbuilder’s wages. In.
the judgment of your committee, it is impossible to prescribe’ the
exact formula for the computation of foreign construction costs.
This conclusion is borne out by the testimony of Alfred H. Haag,
Chief of the Division of Shipping Research of the United States
Shipping Board Bureau, before the Committee on Merchant Marine-
and Fisheries of the House of Representatives on May 6, 1935, when
he stated that he knew of no method by which this cost could be
determined. For accuracy and fairness in such computations it
will be necessary to rely upon the initiative and integrity of the:
officials administering the subsidy program, whose calculations must,
in great part, be based on what amounts to hearsay evidence.

Subsidy payments to the shipbuilders should be subject to recap-
ture. When at the end of any calendar year the cumulative profits
on the true investment exceed 6 percent per annum calculated from
the enactment of the new subsidy program, 75 percent of profits
exceeding 6 percent should be paid to the Government until subsidy
payments theretofore made to the shipbuilder have been retired.

No vessel, the construction of which is subsidized, should be per-
mitted to operate other than in foreign trade, except with the con-
sent of the agency, and the agency should specifically be denied au-
thority to consent to such operation until there shall have been re-
paid an amount which bears the same proportion to the construction
subsidy theretofore paid as the remaining economic life of the vessel
bears to its entire economic life.

No such vessel should be transferable to foreign registry except
under similar terms and conditions and under no circumstances
should any such vessel be so transferred unless provision be made for
American construction and registry of tonnage of at least equal value
to the American merchant marine.

The operating subsidy should equal the differential between the
operating cost of the American operator and the operating cost of that
substantial foreign competitor operating most cheaply in that service,
foreign subsidy being taken into consideration. As in the case of
construction differentials, your committee is of the firm opinion that
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it is, and always will be, utterly impossible for an agency: of this

Government to determine accurately the true operating costs of for-
eign ships owned and operated by foreign citizens whose records are
maintained in foreign countries. In view of this fundamental pre-
cept, the operating subsidy should be subject to recapture and should
be returned to the Government in the same manner as heretofore pro-
vided with respect to the construction subsidy.

There is considerable force in the theory that no profit other than
compensation for personal services in the form of reasonable salaries

should accrue to private individuals from activities aided by Govern-

ment funds. In no event, however, can there be valid objection to
a system (such as that herein set out) providing for the possibility
of the return of the subsidy in whole or in part where cumulative
profits make this possible. This percentage-division of profits in ex-
cess of a cumulative average of 6 percent per annum will permit both
the recapture of excesss subsidy by the Government and the creation

‘of reasonable reserves by the private operator.

No operating subsidy should be paid to any line operating in com-
petition with an unsubsidized American-flag line rendering adequate
service upon a foreign-trade route. 3 ol

The subsidy program should not be administered by any existing
governmental agency but by an entirely new, absolutely independent
establishment. The administrative heads of the agency should be
‘subject to removal by the President for inefliciency, neglect of duty,
or malfeasance in office, and their terms of office should not be so long
as to preclude effective supervision by the Senate. It should not be
necessary for this agency to concern 1itself with regulatory functions
which should be exercised by the Interstate Commerce Commission.
This new agency should, in addition to administering the subsidy,
assume all of the duties, other than regulatory, now vested in the
United States Shipping Board Bureau and the Merchant Fleet Cor-
poration of the Department of Commerce.

No person should be eligible for appointment to any executive or
supervisory position in the agency administering the subsidy who
has or has had within a period of 3 years prior to appointment, any
financial interest in any shipping, shipbuilding, or ship repair com-
pany, its subsidiaries or affiliates, or in any business or concern de-
riving a substantial portion of its revenue from such sources, or who
has, within 8 years prior to appointment, been employed by any
such firm, person, company or corporation aforesaid. The acquisi-
tion of any interest in any such business or the receipt of any gra-
tuity or valuable thing from any such source should be ground for
immediate dismissal of any officer or employee, and the acquisition
of any such interest or the receipt of employment, compensation,
gratuity, or valuable thing by any immediate relative of an employee
should also be ground for dismissal, if, in the opinion of the appoint-
ing agency, such action is required in the public interest.

All existing mail contracts let under the Merchant Marine Act of
1928 should be terminated. The effective date of cancelation should
permit a reasonable time within which adequate service can be pro-
vided under the new law. Within such reasonable period, to be pro-
vided by Congress, the holder of any ocean mail contract should be
entitled to adjust with the agency administering the subsidy all
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claims between the contractor and the Government growing out of its
mall contract, excepting speculative 6r prospective future profits, and
such settlement should be final.

It such settlement and adjustment is made, the company previ-
ously holding the mail contract should be eligible to apply for and
to receive the benefits under the new act.

Any mail contractor failing so to settle its claims against the
Government should be entitled to sue in the Court of Claims for
just compensation. :

In all suits so filed the Attorney General of the United States
should be directed to seek damages in the full amount paid out under
any contract which has been found by the Postmaster General to
have been left without competitive bidding, and to urge all proper
legal defenses and assert all just claims in all suits filed by mail
contractors. .

The Postmaster General should be further authorized to transmit
ocean mail in the most expeditious manner possible and at existing
poundage rates, giving a reasonable preference to American-flag
vessels. '

Before closing this report, your committee desires again to stress
the necessity for immediate action by Congress. In his message of
March 4, 1935, the President stated that:

An American merchant marine is one of our most firmly established traditions.
It was, during the first half of our national existence, a great and growing asset.
Since then it has declined in value and importance. The time has come to square
this traditional ideal with effective performance. (Italics supplied.)

In the report of the Postmaster General, as well as the report of the.
Interdepartmental Committee on Shipping Policy, it is conclusively
demeonstrated that the present system is unsound, unsatisfactory, and
cannot provide what the President rightly states the American Gov-
ernment owes to its people, that is, “ ships in keeping with our national
pride and national needs.” Your committee is convinced of the im-
mediate necessity of enacting laws which will provide such ships to
serve the needs and justify the pride of the American people and to.
that end it urges instant action.

In the Senate’s consideration of any proposed legislation, your
committee specifically invites attention to the present appalling lack:
of resources in the shipping industry and presents the inescapable
question as to whether this wholesome desire for upbuilding our
merchant marine shall be fulfilled by an aggressive governmental
program, or shall private interests be entrusted to bring about the
desired results with money they do not now have, and which it is.
readily apparent they cannot secure except from governmental
sources.

The conclusions and recommendations contained in this report are-
submitted for the sole purpose of making available to the representa-
tives of the American people factual information vital to the efficient:
performance of their duty. Much of this information has hitherto
been unavailable. Some of it has been carefully and effectively con-
cealed. This report is submitted in the hope and with the desire.
that it may be of service in bringing about immediate, candid, and:
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courageous congressional action, reasonably calculated to create and
maintain an American Merchant Marine worthy of thig Nation.
Respectfully submitted.

Senator King approves the report with the following statement of
exceptions: : :

Though I signed the foregoing report, it was with the understand-
ing that I did not agree with all of the conclusions and recommenda-

tions.
I believe the report to contain a fair and accurate statement of the

facts disclosed by the record. oo A

I have not been in accord with the policies of the Government in
granting subsidies and bounties to shipping interests, and insofar
as the report approves of bounties or subsidies or the operation by
the Government of a merchant marine I do not approve of the same.

If, however, bounties and subsidies are granted, then I believe
that every possible safeguard for the protection of the Government
and the taxpayer should be provided. The safeguards recommended
in the report would fairly meet the requirements and should be em-
bodied in any subsidy legislation.

The United States had for many years an adequate merchant ma-
rine which carried from 83 to 87 percent of our foreign commerce.
Unwise legislation drove American ships from the seas and almost
destroyed our merchant marine. In my opinion an American mer-
chant marine can be developed and operated without bounties or
subsidies. :

The Democratic Party has upon a number of occasions denounced
subsidies and some of the best thought of our country has believed
that an adequate merchant marine -was not only possible, but certain,
if measures were enacted removing restrictive legislation destructive
in its application. T cannot believe that with the genius, wealth, and
commerce of the United States, bounties or subsidies are essential
to the building and operation by private capital of a merchant
marine. i

Undoubtedly, if American citizens were not prevented from pur-
chasing ships built in foreign countries and operating them under
American registry and under the American flag, one of the obstacles
to the realization of an effective merchant marine would be removed.
The repeal of other statutes would aid in providing an effective and
adequate merchant marine. ) %

A sound and rational tariff policy would produce important re-
sults and materially aid in the establishment and maintenance of a

merchant marine.
WitLiam H. Kine.

O
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- value, I look for some improvemént in this respact.

August 14,1933,

Abbie T. and Mary Blackburn,
Star Route, Sc-lem, Ohio.

Prieniat=

Your letter df 7th at‘hand, requesting inforsation of

the xtauding of matters, here, especially in connection with the i
property rece ntly acquired 'y you foem Thomas Blackburmn. }’ ,

SR -

Replying would say that this is a nice little property,

: 14 make an exe lent hom for so ne and a_living’ t to be
;gae f?gm'tha ru?%e agd gutsqgrow ngoon the plaoe,nfnogggneoglan

perhaps with chickens. It is located on a good road just & quare
ter mile from the town limits.

&5

A A RS

Coniltions, in general are =low here, however, ae they
are elsevhere mccording to all reports. ‘

i The Colony rent on the proporty ie only £15.22 a year, & J
this is payablas semi-annually, the first half being ‘ue the firts B y
of January, an! the second half Jue the firet of July. The rent g

for all of January is paid and the texes for 1932 have been paid
and the receipt-applied upon the rent. i

The taxes for 1937, (presumably the same s for 1033
$14,28) will e due October first, and if paid and the receipt
turned in to our treasurer, will pay the szxanxfs rent to our 1
Corporat&yn for 1933, within a few cents., ; o

Please note that the taxes I refer to are thetazes . 1
upon the improvesents only--the tax upon the gand being pafd by : ‘
our corporation with other landea, : : |

Your case ie one in‘ﬁhich you ars clearly a benbfion
iary of our Colony, having nothing invested in land and the rent
beirg leas that t'e taxes takine land and improvements togethe
er.

At 'he present time no property l1s selling up to 1i#

s We have only two active real estate agente in Faim
hope, G,E.Perkins and Carl L. Bloxham, I suggest vou write one /

or both of them 28 %o selling or renting thie property.

'Yburu,xc:y truly,
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Feb.l; 17, 1934.

Clara E, Blumer,
SecretarysTreasurer.

Henry GeorgeClub of Lincoln,
) Nebraska.

Dear Nadameils-

I must apologégise for not having earlier replied to
your favor of Jan. 19. However, it was received juet after 1
had received onz o similar tenor from Mr. A.G.Chapman of your
group evidently , to which I had replied and I thought he would
doubtless be in touch with you.

I am however, sending you an assortfémeato of printed
matter, whioch I trust may prove of interest to you and give a
falr understanding of our ailms ndd methods.

I have not heard anything from Mr. Chapman since writ-

With very beet regards to you and all the good Geor-
glans thera,

B

Most shncerely yours,




Lincoln, Nebraska
January 19, 1234
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Tairhope Sing
airhope, Alabama
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n, and ‘are in
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2S
in ;vtung as ma h information as possible
about any gro nienh has GV“ﬂ o@ﬁtially put
into practice theorie rge.
Yo you have olders or pduaaLpt describ-

a PE G I desc
ing your vent I have thought what you

have accompli , if read or related at one
of our meetings, would be very interesting to
our members. . May I have a reply from you
and if you ha no pamphlets, will you not
please write ort description of what you
have been abl do, and also give me a list
of amy other know of who are doing

ups you
what your gro S

Thanking you kindly, in advance, for
your courtesy, i am

Very truly,

THE HENRY GEORGE CLUB OF LINCOLN

Ene. Bav.
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