
Shipping Act 1949
High in order of priority among those

industries which the Labour Party has,
at one time or another; declared that it is
determined to nationalise, stands the Aus-
tralian shipping industry, which now
directly employs some 60,000 people to
whom it annually pays over £20,000,000 in
wages. , It is therefore surprising that, in
their speeches in support of the Shipping
Bill, which has recently been passed by
the Federal Parliament, so many Labour
politicians were at pains to state that
neither would the Bill permit of the
nationalisation of shipping and shipbuild-
ing, nor had the Government any inten-
tion of achieving that end by an indirect
method. Nevertheless, it is beyond doubt
that many of the provisions of the legisla-
tion confer such far-reaching powers.
upon the Minister administering the Act
that nationalisation of shipping may well
be the end result, and that their enact-
ment is unnecessary if the Government
has nothing in mind apart from the pur-
poses which it has adduced as the osten-
sible raison d'etre of this contentious
measure.

General Purposes of the Legislation.

On introducing the Bill to the Senate,
the , Minister for Shipping and Fuel stated
its objectives to be threefold:—First, to
provide for the maintenance of the Aus-
tralian mercantile marine ; second, to pro-
vide for the maintenance of the ship-
building' industry in . Australia ; and third,
to provide for the establishment of a
Commonwealth line of steamers. He
argued that at the outbreak of the last

war the Australian coastal fleet was
hardly adequate for the tasks which it
was" later called upon to face, and as a
sufficient merchant fleet was essential for
the defence of Australia, the Government
was unwilling to leave the mercantile
marine to . the accidents of commercial
chance. By prohibiting ships which had
reached the age of 24 years, or which had
not been built in Australian yards, from
operating in Australian coastal waters,
it was proposed to ensure that the mer-
chant fleet would be maintained in a
reasonably modern condition, and that
Australian ship-building yards would be
maintained at full capacity. No reason
for the establishment of a Commonwealth
line of steamers was given by the Minis-
ter in his opening speech, but later Gov-
ernment speakers urged that such a line
would provide" a market for the ship-
building yards, would assist in opening up
undeveloped areas, and, by engaging in
competition with local and overseas ship-
ping companies, would ensure that freight
rates were maintained at reasonable
levels.

The Threat of Socialised Shipping—Real
or Imagined?

Strangely enough, the .Shipping Act has
received little publicity in the daily press,
and the shipping companies have made no
protests of the kind that might have been
expected had they believed their very
existence to be menaced. On the other
hand, the Leader of the Opposition (Mr.
Menzies) declared that the measure in-
volved certain nationalisation, and said:
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"It goes beyond nationalisation as we
understand it, and may again understand
it in the case of the banks ; for it includes
not only nationalisation, but also confisca-
tion of the assets of those already en-
gaged in the shipping business. . . . This
legislation, which deals with something
not so easily understood as some people
would think, is worse than the Banking
Act, because it means that the business of
the great shipping companies, which for
years have existed here, are to be ac-
quired, not on just terms, but by the pro-
cess of elimination."

It may be that the Leader of the Op-
position was wrong in regarding the
Shipping Bill as another manifestation of
the nationalising propensities of the pre-
sent Government. Nevertheless, there is
no doubt that if this, or any future gov-
ernment, were to decide that the shipping
companies should be nationalised, ample
power has been conferred by the Shipping
Act to enable this to be done without any
further consideration by Parliament, and
irrespective of whether or not such a
course had the approval of the public.

It is provided in Part 3 of the Act,
which deals with Licences, that no ship
may engage in trade between places in the
Commonwealth after it has reached the
age of 24 yearst ; that no new ships may
engage in trade unless they are built in
Australian yards ; that no new ships may
be built in Australian yards unless the
Minister decides to grant a licence for
such construction; and that no ships on

tThe Minister is given a wide discretionary power
to license any ship he chooses, to enable him to en-
sure that the provisions of the Act do not conflict
with his appraisal of the public interest.

the Australia register, irrespective of age,
ownership or country of manufacture,
may be sold without the consent of the
Minister. And so the operation of the
artificial guillotine rule that after they
have reached the age of 24 years, ships
must be scrapped, broken up, or sold
(provided the Minister consents), means
that ships will either be sacrificed as junk
or sold on a buyer's market, and that, in
any event, shipping companies must in-
evitably be denuded of their present ships.
The continued existence of these com-
panies will therefore depend entirely upon
their success in securing from the Minis-
ter licences to obtain new ships, and al-
though the present Minister may not in-
tend that this power should be used to
squeeze the shipping companies out of
existence, there is no safeguard whatso-
ever to prevent any future socialist
Minister from putting just such a policy
into effect.

The dangers of delegating powers to a
Minister to enable him to nationalise a
great industry at will cannot be over-
stressed, and the oft-reiterated statement
that, "of course, the powers will not be
utilised," is not in the least reassuring to
an electorate already alarmed by the pre-
sent Government's decisions on private
banking. Sir Oliver Franks,* a man who
has risen to great eminence under Labour
rule in England, and who has had wide
experience in such matters, once said :
"The most difficult act of those in posi-
tions of great power is the deliberate de-
cision not to use it." One may well ask
why the power to nationalise shipping by

*Present British Ambassador to the United States.
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process of attrition has been included in
his legislation if it is never intended to
se that power.

hipping and Security.

While the nationalisation of shipping
,ould probably receive little support ex-
ept in extreme socialist quarters, the
;overnment's decision to maintain the
trength of the ship-building industry
nd the mercantile Marine must receive
he commendation of all thinking people.
n view of the paramountcy of defence
eeds, there is a clear obligation on the
overnment to ensure that, in the event
f war, we shall be in a position to build,
tan and repair a sufficient fleet of ships.
.t the outbreak of the last war, the Aus-
-alian coastal fleet was not all that could
ave been desired from a defence stand-
pint, and the ship-building industry had
een allowed to languish. In some guar-
Ts, there is a tendency to reproach the
Zipping companies for this unsatisfac-
)ry state of affairs, but it is the duty of
arliament, rather than of the shipping
)mpanies, to take such action as is ne-
ssary to ensure that there exists a mer-
tntile marine which will be able to con-
• bute effectively. to the defence of the
)untry in the event of war.

Shipping companies naturally conduct
►eir businesses for profit and, in so
)ing, provide the public with efficient
Tvices at minimum cost. They are pri-
arily concerned with economic and not
ith defence considerations. The blame for
iy shortcomings in the Australian mer-
Lntile marine, as it existed in 1939, must

borne equally by all Parliamentary
irties. If successive Governments failed,
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in the period between the wars, to ensure
that the merchant fleet was maintained at
sufficient strength for defence purposes,
neither did members of Opposition parties
show any greater awareness of the threat
to our defence position. The policies pur-
sued by private shipping companies in
their own economic interests, coupled
with the neglect by Parliament of its
responsibilities in the matter, inevitably
led to a position where a great por-
tion of the coastal fleet was not en-
tirely satisfactory for defence purposes.
There is no reason to believe, however,
that a strong and efficient organisation
could not be built up provided the private
shipping companies receive the sym-
pathetic co-operation of the Government.
The subsidising of Australian-built ships
purchased by these companies and the en-
couragement of the scrapping of old or
obsolete ships by appropriate tax conces-
sions are methods which the Government
might adopt in pursuance of such a policy.
Along these lines the Government , could
assist the shipping companies to equip
themselves with modern and efficient
fleets at a minimum of cost to the tax-
payer. Only if the private shipping com-
panies refused to co-operate to this end
ought consideration be given to the
nationalisation of shipping and ship-
building, and provisions such as those in-
cluded in the Shipping Act. Instead of
approaching the matter in this light, how-
ever, the Government has enacted many
proposals of dubious merit and two which
are thoroughly bad :—First, the imposi-
tion of a complete embargo on new ships
from overseas ; and second, the decision to
establish a Government Shipping. Line.
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Creation of an Australian Ship-building
Monopoly.
In order to protect the Australian ship-

building industry, the Government has
determined that the industry shall be as-
sured of a permanent market for all its
products. As all ships for the coastal
trade must be built in local yards, and as
these ships must be sold or scrapped after
reaching the age of 24 years, ship-build-
ing firms can rely on a seller's market in
perpetuity. All ships built by them, ir-
respective of cost, are to be purchased by
the Minister, with the concurrence of the
Treasurer, with funds obtained from the
people of Australia. It will doubtless be
easy to see that it is not the Minister's
own money he is using. There is to be no
encouragement for efficiency among ship-
builders;.  there. is to be no stimulus sup-
plied by keen competition ; we are to have,
on the other hand, a ship-building
monopoly, wherein all the vigorous
powers inherent in private, competitive
enterprise have been atrophied by neglect.

During the course of the debate on the
Act, a Labour member drew attention to
this danger :—"What would a ship-build-
ing organisation care how much it costs
to produce a ship in its yards so long as
the work was being liberally subsidised
*by the Government? High production
costs would be a charge not to themselves,
but to the Government." It seems a pity
that with a body in existence such as the
Commonwealth Tariff Board, able to en-
quire into the ship-building industry and
to recommend appropriate assistance in
the form of tariffs or bounties related to•
efficiency and cost reduction, the Govern-
ment should have adopted the complete

embargo policy. It is particularly to h
regretted that the country which wi
suffer most from this embargo is th
United Kingdom. The British shit
building industry is the most efficient i
the world, and, in the absence of device
restricting trade, could be relied upon
make a substantial contribution to the e)
port income upon which the hard-presse
Britons so sorely depend.

Creation of an Australian Shipping Lim
It is not clear what ends the Govern

ment hopes to serve by establishing
second Commonwealth shipping line, bt
a study of statements by Governmer
speakers suggests that ever since the •sal
of the original ill-fated Commonwealt
Line, many . Labour politicians have bee
filled with nostalgic yearnings for anothE
such venture. The first Commonwealt
Shipping Line was established during tl
first world war by Mr. W. M. Hughes
and in its early years, performed invah
able services and earned profits. Late
on, in common with most other shippin
enterprises, it fell upon hard times an
incurred huge losses, as a result of whit
the Bruce-Page Government decided
should be sold. Mr. Hughes has nevE
repudiated the venture, but then to quol
his own words : "The line is my progen
and whether it be unique or a mom
strosity, I am still attached to the poc
thing." Certain it is that many politiciar
who were in a position to know the trt.
facts considered the sale of the line t1
wisest course ; this notwithstandini
others have represented its disposal as
betrayal of the Australian people. It
perhaps fortunate that one need not dra•
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the experience of the past in this in-
tance in order to realize' how ill-advised
s the present Government's decision to
,stablish a shipping line. As all the ship-
►ilding yards have orders for ships
vhich will take years to complete, it f ol-
ows that a new Commonwealth Line will
lot, for sometime to come, increase the
otal merchant fleet by as much as one
lip, • nor will it' therefore augment the
nerchant marine in the slightest degree.

It has been argued 'that this line will
assist in opening up areas which other-
vise would never be developed, and that
)37 stimulating competition it will assist
n bringing 'about a reduction in freight
tharges. But the former objective could
lave been more economically achieved by
;ubsidising special private shipping ser-
Tices, and the latter is unlikely to be rea-
ized unless a higher degree of efficiency
;an be achieved than is customary in gov-
Tnment activities.

As Lewis C. Ord, who, at one time
acted as adviser to the Commonwealth
3overnment on aircraft manufacture,
las said : "Experience has shown that if
;he directors (of a government business)
tre wisely selected, and if all governmental
Ind political interference is successfully
)revented, these companies may be oper-
ated fairly close to levels of efficiency
isual in good privately-owned businesses ;
)ut they never equal—let alone surpass
—those levels." However, there is no
-eal attempt in the Act to reduce or pre-
ient political interference. Indeed, Sec=
;ion 15 of the Act, setting out the powers
A the Australian Shipping Board, leaves
one somewhat doubtful whether the
Board has any real powers at all—the

phrase "subject to the approval of the
Minister" occurs five times in its first
nine clauses ! And so, a presumed om-
niscient and obviously omnipotent Minis-
ter is apparently, along with his . many
other duties, to act as chief executive of
a shipping line. It is indeed a tribute to
the altruism of the Minister, whoever he
may happen to be, that a man of so many
parts should be prepared, in the interests
Of the state, to shun the rich rewards
which private enterprise would doubtless
be prepared to pay for the services of
such a prodigy !

Expensive Experiments..
In the last analysis, it is the general

public which will have to foot the bill
for the Government's experiments. If
the new Commonwealth Shipping Line
incurs losses, the taxpayer will have to
bear them ; 'if the turn-round of ships be-
comes even slower and industrial unrest
increases, the operating costs of the ship-
ping companies will mount and freight
rates will of necessity be stepped up cor-
respondingly. The seriousness of any
increase in shipping freights becomes
apparent when one reflects that of all
goods transported interstate, 90% travel
by sea. Even if waterfront labour were
to become more co-operative, some in-
crease in freight rates would . be inevi-
table, as shipping companies will now be
forced to purchase , locally-built ships in-
stead of ships produced in the United
Kingdom at a much lower cost. It is true
that the Minister intimated that ships
will be supplied to private companies at
British parity prices, but a .proviso was
added to the effect that locally-built ships
will not be supplied to these companies
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Shipping Act 1949 (continued)

at less than 75% of cost. The practical
effect of this policy, at present com-
parative costs of ship-building, is that
a vessel of 6,000 tons, which can be
built in England for £445,000, and in Aus-
tralia for £711,000, will be supplied to
local shipowners at £533,000, or, in other
words, at a price £88,000 in excess of
what would have been paid but for the
recent Shipping Act. The effect which an
excess capital cost to the shipping com-
panies of £88,000 per vessel must have on
freight rates, and hence the cost of living,
requires no elaboration ; while the amount
of £178,000 provided as "subsidy" by the
Government will finally also have to be
met by the taxpayer. There will be a
further burden to be borne in the transfer
of workers from productive work to the
administrative service of the new ship-
ping line. As' has already been said, it
is the general public which will have to
pay, and pay dearly, for the Government's
expensive experiments.

A Constructive Suggestion.
It is to be hoped that the Government

will not continue in its determination to
implement such a clumsy, dangerous and
ill-conceived piece of legislation as the
Shipping Act. However worthy the
motives of the framers of the Act, an im-
partial appraisal of its provisions leads

one to the inescapable conclusion that
is far from the best means of ensuring a
all times an adequate and efficient met
chant fleet and ship-building service.

If the real reason for the enactment o
the bill is the necessity for a strong de
fence, the Government is to be com
mended for its foresight, but it is greatl,
to be regretted that the means adopter
are not more appropriate to the end to b
served.

Instead of establishing  a virtua
monopoly among the ship-building yards
the' Government should provide for more
competition rather than less, and shoulc
ensure that such competition is sharp am
fair. The ship-building industry shoulc
receive only such assistance as recom
mended by the Tariff Board.

It is certain that with the sympathetic
co-operation of Parliament, the existing
shipping companies could extend service
to undeveloped areas, and, if need were
could extend their services overseas ii

there were grounds for alarm that the
Australian importers and primary pro-
ducers were being exploited by an over-
seas shipping monopoly. Along these
lines we might expect to obtain the most
efficient shipping service and to establish
a mercantile marine admirably equipped
to serve the nation in peace as well as in
war.
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