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—/z"*‘ receipt of Your Lordship's despateh Ho. 13
(A 822/861/45) of February 8th, regerding the
effects of the mited Ntates Neutrelity Act on

the position of British Shipping.

2. In this degpatch you enclosed & copy

of a letter dated Februsry lest from the MNinlstry

of “hipping essking for "s full report on the

present aitustion in general”. The wmost striking

and perhupe the most important result of the

Neutrulity ‘et from the point of view of its
')mﬂ effect on Tritish shipping policy as & whole has
»'Ln been the coupulsory withdrawel of a&ll United “tates
ships frowm trade with those Furoposn countries
within the "combet srea”". The iumediate result of
thies has been consliderabdly to reduce the nuaber of
shipe evaileble for the transport of cergoes from
this country to Grestl Eritain and France, to
aggravate the difficulties caused by other factore
such as the loes of tonnuge from enewy action, the
delaye due to the cunveoy system ete. and t0 render
it increasingly difficult to wmeke o sufficient
- number of ships available for the transport to the

Alllied countries of thelr purcheses in this country.
To meet thia prodblem the ¥inistry of Shipping are

smong/
The Right Honourable L:JF: FREW: UAB N 5 c’ ﬁ

The Viscount Halifex, FK.0,
etc. eto. etc.




negotiation for severtl more.

daritise Commission whose spprovel for the trunsfer
to Sritish flag of such ships hus to be obtained,

is hovever under considerable pressure from
various Americen vested interests to withhold
their sanction and of lste on several occasions

it hae only been after conelideresble delsy and with
some difficulty that the necessary approval has
been secured for the completion of the purchases.
The importsnce of these purcheses to His Hajesty's
Government hee been emphuslieed more than once to
the Btate Department and thelir intervention with the
Maritime Commisaion hues beern inforsally regquested,
on esach occusion with satisfactory results. It
seemed however oowe weeks ugo that before long and
eapecially if it were desired to purchase sowme oOf
the Covernment-owned laid up fleet, it wight be
necessary Lo auke a wmore forusl spproasch t0 the
State Lepartment and officially ask rfor their
active assistence in the wetter, of this and other
shipping difficulties which confront the Alllies,
by pointing out that unless His Majesty's Covernment
could purchesee sowe more ‘merican shipe it might
become Increasingly difficultv for them to maintain

or incresse the level of their purchases in this
country. Hints to this effect had elreucy been




3. The poaition has however been
eltered guite recently by events in Scandinavie
and the plans made for the use of the Yorwegisn
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merchant fleet and the srrangements which it ia
hoped to make for the employment of the lsnish
shipe msy render the purchase of /‘merican shipe

no longer a0 iamporstant, and obviste the necgessity of
any epprosch t0 the ‘tate Jepurtaent on sthis
particular question.

de Ae the dinlstry of Shipping are of
course iIn close touch with 4r Ashley parks

on thies matter, | hurdly think that I need eay
more on thiec aspect of the conveguences of the
Neutrality /ct.

B. The perticulser point to which Your
Lordenip's cospatch refers is the effect on
British shipping of the provisions of Fection 8
(€), (g) end(1l) of the Neutrality Act which permit
United “tates and other neutral ships to carry
cargoes to certain "sufe"” belligerent aress without
transfer of title, while insieting om tranafer of
title when cargoes are carriead 0 the sume areas
in belligerent snlpe. It wes clesr from the
@moment that thie cluuse was ineerted in the Bill
daring/



to the United “tutes Government on the subject,

I have been much concerned ever since over the
unsatisfactory state of affaire.

6. The effect on British lines trading
to these "safe" areas has indeed been serious and
the position hes of course been made worse by the
entry into such trades of the American ships thrown
out of the North Atlantle route by the operation

of the Neutrality Act - & state of affairs which ie
likely to be made still worse by the recent extension
of the combat area, which will compel the ioore
McCormack Line to employ elsewhere the vessels which
were hitherto on the Bergen run. On the other hand
as Norway has been declared a belligerent, Norwegian
ships will cease to enjoy their former advantage

over British vessels,

Te I enclose herein a chart drewn up at

the end of last March in Sir Ashley Sparks' office
giving comparative figures for British, United States
and other sailings from this country to Australia,
New Zeeland, Indis, the Persian Gulf, South Africa,
Wiest Af'rica, South /‘merica, China and the Straits
Settlements, It will be seen from this that the
British/
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individually effected = the first commnicated
to & nem:- of my staff in London last December
by ¥r. !alfcnto of the New Zealand Shipping

COFpanw. the other two prepared in Sir Ashley
gperks' office in Pebrusry and at the end of
Marche. These leave no doubt of the great
felling off in British shipping on these routes.
8. But though Section £ (g) end (1) of
the Neutrelity AcP have as indicated above had
& serious effect on the different British lines
tradiing to the various "safe" belligerent areas,
the real difficulty arises not so much from the
actual discerimination ageinst British ships as
from the fect that apart from the question of

transfer of title, Americen shippers prefer whenever
there is an American or & neutral ship svailable to
ship their goods by it rather than take the risk

of shipping them on & belligerent vessel. This

situation is (uite naturel and would no doubt

have arisen even had there been no Neutrality

Act. But the position is aggravated by the fact
that as Americen shipes have been driven out of the
North Atlantic trade, there are more of them avallable
for service on the other routes than would normally

be the case. The shortage of British tonnage makes

metters/
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of British shipping mtm H"ﬁu -
that of the difficulties belng experlenced W their
compenies, only S5 were due to the “discriaminstory"

provisione of the Neutrality Act. The rousining 780
were due %0 “the grester sufety of the cargo on
American or neutrel ships and the fact that shippers
and conelgnees would prether huve the oarygo than
coliect the insurcace”.

P Taen I orlginully expressed the view in ay
telegram Yo, 879 of Tecowber 7Yth that 1t would be
undesireble for lile Usjesty's Hmbasey to make
officisl representetions o the “tate 'epartuent
with & view to securing the amendment of the
"discriuminastory"” clauees In the Neautrulity Act it was
hoged thet the ‘merican interests concerned might,
in view of the inconvenience to which they would be
put by having to Sransfer title of goode which they
wished to ship Lo "safe" belligerent ports on British
ships, bo prepsred themcelves L0 take the matter up
with the ‘nited tates cuthorities. At that tiwe,

as reported In my Selegrum No. 873 snd in “ir Ashley
Gparks' telegram to the Uinistry of "hipping laet
No.82, these ’‘merican intereste were understood to be
contemplating suggesting the smendament of the Neutrallty
Act, 80 &8s %0 delete ull references to tranasfer of

title from ths ‘ot snd to provide in some way that
even/




-

-+

) PP -
s 5

whilst in trensit should be made the basis of
any claim by the United States Covernment. Such
& provision slready exists in the Act in respect

to the export of copyright articles - see the

last sentence of Section 2 (¢). Had such a
suggestion been acted on, the amendment would
presumsbly have applied to goods carried on

ships of all nationalities, But for the reasons
given in a further extract (enclosed herein)

from 8ir Aehley Sparks' letter of February 1l4th,
the Americen shippers found easier methods of
over-coming their difficulties and lost interest
in endeavouring to obtain the smendment of the Act.
10C. ¥hen it became epparent early in the year
that American interests were unlikely to pursue the
matter I contemplated handing an officiel aide
mémoire to the “tate Depertment setting out the
handicap inflicted on PBritish shipping companies
by the operation of Section 2 (e¢), (g) and (1)

of the Heutrality_nct. My object would have been
not so much to press for the immediate amendment

of the Act as to bring home to the State Department
the definite injuries caused to the British sbipowners
and to impresson them the fact that just as certein
of the war measures adopted by His lMajesty's
Government/




W 7‘~ i “ view s
Byerks’ letter of nwy ui& utors
ebove, which implied that m diser " ﬁ]
clsuses of the Act were not themselves the main
| cause of the trouble and that the position of the
-,,_.“ British cowmpanies might not be greatly improved

even if these cleuses were amended, I thought it

best to mske no representations to the “tate
Departments Indeed I feasr - and I know that
Sir Ashley °“perks agrees with me - that in

the preesent circumstances no useful purpose would
be served by making official representations to the
Otate Depsrtment on the subject, though all
suitable opportunities will be taken of reminding
them of our feelings on the subject, Recent

developments in connexion with Norwegian end

3544‘ Dauish shipping may reduce the handicaps under
o1 which British shipping to these "eele" belligerent
IMﬁ ports are suffering, but as long as there is a
A falr number of imerican or neutral ships available
on these routes as compared with Britlsh vessels,
the situation would seem to be bound to remain
;’: unsatiafectory from our point of view.
‘ 11. 8ir Ashley "perks has however suggested
one direction in which some asction might perhaps be

token to improve watters., The Americen firm of
Sochny Vecuum who used to ship their products to
their branches in British India by British ships
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brenches were znncg’cﬂl!-t SiL!hlli'liiF sased
to be treated as /American, tranefer of tiill
would then be possidble. DJocony Vacuum are

spparently quite ready to revert to British
ghips dut are reluctant to alter their organisation
in Indis. ©ir Ashley "parks suggests that possibly
some pregsure on them in the desired direction
might be takenin Indiea.
1e. Finally, I would refer to the guestion
reised in the Ministry of “hipping's letter
conecerning the affidavits required to be filed
under the Meutrality fct by shippers. It is
true that during the first few weeks after the
passage of the Act consliderable confusion existed
in this respect owing to conflieting rulings issued
by different Unlted "tates suthorities, Now however
there suthorities have sgreed on the form of affidavit
reqguired, the shippers have loarned exactly whet
is needed and the deolsys originally complained of
no longer occur. Bir Ashley "parks assures me
that the whole procedure is now working quite
smoothly, that Aritish shipowners have no longer
any grounds of couplaint and that no representations
from thlia Fmbsssy are called for.

i have the honour %0 be,

with the highest respect,
¥y Lord

Your ‘s moat obodtoas.
humble servant,
(8500) LOTHIAN
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