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BRITISH WMmtw 

Kay l o t h , 1*4 . 

Bo. 448 ^ 

Jiy Lord, 

Z have the honour to acknowledge the 
fLf- r e c e i p t o f Your Lorooh ip ' s despatch Ho. 138 

(A 8C8/561/45; o f February Bth , regcrding the 
e f f e c t s of the ;.7nltet5 " t t t e e N e u t r a l i t y Act on 

the p o s i t i o n o f B r i t i s h Shipping, 
ta In t h i s despatch you enclosed a copy 

o f a l e t t e r dfttetf -ebruary 1st from the Min i s t ry 

o f h ipp ing ask ing f o r **a f u l l r epor t on the 

present s i t u a t i o n i n g e n e r a l " . The most s t r i k i n g 
ana perhaps the most important r e s u l t of the 

N e u t r a l i t y «ct from the p o i n t o f view of i t s 
e f f e c t on B r i t i s h sn ipp ing p o l i c y as a whole has 

been the compulsory withdrawn! of a l l United " ta tee 

sh ips from trace with those Kuropenn c o u n t r i e s 
w i t h i n the "combat brea". The immediate r e e u l t of 

t h i s has been cons iderab ly to reduce the number of 

sh ips a v a i l a b l e f o r the t ranspor t of cargoes from 
t h i s country to Great B r i t a i n and i r a n c e , to 

aggravate the d i f f i c u l t i e s caused by other f a c t o r s 
such as the loea of tonnage from onei«y a c t i o n , the 

de lays due to the convoy system e t c . and to render 
i t i n c r e a s i n g l y d i f f i c u l t to wake a s u f f i c i e n t 

number of fthlps a v a i l a b l e f o r the t ranspor t t o the 
A l l i e d coun t r i e s o f t h e i r iiurcheaes i n t h i s country . 
To meet t h i s problem the Min i s t r y of ".hipping are 
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among other t h i n g s , as Your Lordship w i l l be 

• w a r e , e n d e a v o u r i n g t o purchase •'.me r loan 

m e r c h a n t c h i p s , fiome t h i r t y such sh ips have 

n I r e w a y been bought f r o m d i f f e r e n t . m e r i c u n 

f i r m s ana the ; U n i G t r y o f " h i i n £ a r e now i n 

n e g o t i a t i o n f o r a e v e r a l m o r e . The - J n i t e o t a t e a 

. a r i t l . . . c oi.iir.i. : - ion whose a p p r o v a l f a r the t r a n s f e r 

t o B r i t i s h f l a g o f c u c h s h i p s h a s t o be o b t a i n e d , 

i s however u n d e r c o n s i d e r a b l e p r e s s u r e f r o m 

v a r i o u o u e r i c a n v e s t e d i n t e r e s t s t o w i t h h o l d 

t h e i r s a n c t i o n and o f l e t s on s e v e r a l o c c a s i o n s 

i t haa o n l y been a f t e r c o n s i d e r a b l e d e l a y and w i t h 

some d i f f i c u l t y t h a t the n e c e s s a r y a p p r o v a l haa 

b e e n secured f o r the c o m p l e t i o n o f t h e p u r c h a s e s . 

The I m p o r t a n c e o f t h e s e p u r c h a s e s t o Hit* M a j e s t y ' s 

Government has been emphas i sed store t h a n once t o 

t h e m e t * " e p a r t m e n t and t h e i r i n t e r v e n t i o n w i t h the 

M a r i t i m e r o m m i s n i o n hae b e e n i n f o r m a l l y r e q u e a t a d , 

o n e a c h o c c a s i o n w i t h i . a t i s f a c t o r y r e s u l t s . I t 

seemed however oomc weeks ago t h a t b e f o r e l o n g and 

• s p e c i a l l y i f i t were d e s i r e d t o p u r c h a s e sou.e o f 

t h e Government -ownec l a i d up f l e e t , i t mi^ht be 

n e c e s s a r y ts> ^alcc a moro f o r m a l a p p r o a c h t o the 

S t a t e . a p a r t m e n t and o f f i c i a l l y aek f o r t h e i r 

a c t i v e a a a i s t a n c e i n the m a t t e r , o f t h i s and o t h e r 

s h i p p i n g d i f f i c u l t i e s wh ich c o n f r o n t the A l l i e a , 

by p o i n t i n g o u t t h a t u n l e s s H i s i a j e s t y ' n Government 

c o u l d p u r c h a s e sons store . ' j&srloan s h i p s i t m i g h t 

bucouie i n c r e a s i n g l y d i f f i c u l t f o r them t o m a i n t a i n 

o r i n c r e a s e the l e v e l o f t h e i r p u r c h a s e s I n t h i s 

c o a n t r y . H i n t s t o t h i n e f f e c t had u l r e a c y been 

c o n v e y e d / 



conveyed to the state opartaent during »r» 
Aahton-fSwatkin'o converea Hons and were 
sympathetically received and 7 have bten 
considering In consolat ion with i r f?nley 
sparks how bc.-t ts present oar cane. 
5. The pos i t ion kM however been 
a l tered Quite recently by events i n Scandinavia 
and the plane K*de f o r the use of the Norwegian 
ioerchant f l e e t an* thr urran&eaente which i t la 
hoped to make f o r the employment of the anlah 
•fr|f* o*ay rentier the purchaae of ujerican chips 
no longer so luportunt, and obviate the n*eeealty of 
any approach to the tate -epartiaent on th i s 
par t i cu lar question* 
4. As the Ministry of ahippln* are of 
oourae in clone touch with l r ..ahley parks 
on th i s nat ter , | hardly think that I need say 
more on thic aspect of the oonuequences of the 
: f u t r a l l t y c t . 
0. Xne part icular point to which Your 
Lordship's despatch refers ia the e f fec t on 
Br i t i sh shipping of the provis ions of "act ion 8 
(C>. («) snd(X) of the Neutrality Act which penult 
United ' ta tea and other neutral ships to carry 
cargoes to certa in "at. fa" bel l igerent areas without 
t rans fsr of t i t l e , while i ns i s t ing on transfer of 
t i t l e when cargoes are carried to the stuae ureas 
in bel l igerent ships. I t wss c lear from the 
•meant that th ia clauae was inserts a in the B i l l 
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during the l a s t stages of the debate i n Congress 
that i t would impose a severe handicap on B r i t i s h 
shipping and although i t was general ly agreed, 
espec ia l l y i n view of the terms of the Secretary 
of s t a t e ' s note of December 1st , that i t would 
be a mistake to make further o f f i c i a l representations 
to the United states Government on the sub ject , 
I have been much concerned ever since over the 
unsat is factory state of a f f u i r s . 
6. The e f f e c t on Br i t i sh l i nes trading 
to these "safe" areas has indeed been serious and 
the pos i t ion has of course been made worse by the 
entry into such trades of the American ships thrown 
oat of the North At lant ic route by the operation 
of the Neutral i ty Act - a state of a f f a i r s which i s 
l i k e l y to be made s t i l l worse by the recent extension 
of the combat area, which w i l l compel the ftfeere 
McCormack Line to employ elsewhere the vessels which 
were hitherto on the Bergen run. On the other hand 
as Norway has been declared a be l l igerent , Norwegian 
ships w i l l cease to enjoy the i r former advantage 
over Br i t i sh vessels* 
7 . I enclose herein a chart drawn up at 
the end of l a s t *iarch in Sir Ashley Sparks1 o f f i c e 
g iv ing comparative f igures for Br i t i sh , United states 
and other sa i l ings from th i s country to Austra l ia , 
Hew _ealand, India, the Persian Gul f , South A f r i ca , 
West A fr ica , Houth .'merica, China and the s t r a i t s 
Settlements. I t w i l l be seen from th i s that the 
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B r i t i s h ships s a i l i n g to these des t in a t i o ns 

from Nor th A t l a n t i c p o r t s have been ha l ved , 

w h i l e U n i t e d t a t e s and o t h e r s a i l i n g s have 

g r e a t l y i n c r e a s e d . I a l s o e n c l o s e 3 s t a t e m e n t s 

t o shovr how d i f f e r e n t B r i t i s h l i n e s have been 

i n d i v i d u a l l y a f f e c t e d - t h e f i r s t communicated 

t o a member o f my s t a f f i n London l a s t December 

by Mr. T a l l e n t e of the New Zea land ° h i o p i n g 

Company, the o t h e r two p repared i n S i r A s h l e y 

S p a r k s ' o f f i c e i n F e b r u a r y and a t t h e end o f 

March . These l e - v e no doubt o f the ^reat 

f a l l i n g o f f i n B r i t i s h s h i p p i n g on t h e s e r o u t e s . 

8 . But thoagh S e c t i o n 2 (g) and (1) o f 

t h e N e u t r a l i t y Ac£ have a s i n d i c a t e d above had 

a s e r i o u s e f f e c t on the d i f f e r e n t B r i t i s h l i n e s 

t r a d i n g t o the v a r i o u s " s a f e " b e l l i g e r e n t areaB, 

the r e a l d i f f i c u l t y a r i s e s no t so mucn f r o m the 

a c t u a l d i s c r i m i n a t i o n a g a i n s t B r i t i s h s h i p s a s 

f r o m t h e f a c t t h a t a p a r t f r o m the q u e s t i o n o f 

t r a n s f e r o f t i t l e , Amer i can s h i p p e r s p r e f e r whenever 

t h e r e i s an Amer ican o r a n e u t r a l s h i p a v a i l a b l e t o 

s h i p t h e i r goods by i t r a t h e r t h a n t a k e t h e r i s k 

o f s h i p p i n g them on a b e l l i g e r e n t v e s s e l . T h i s 

s i t u a t i o n i s o u i t e n a t u r a l and would no doubt 

have a r i s e n even had t h e r e been no N e u t r a l i t y 

/ c t . But t h e p o s i t i o n i s a g g r a v a t e d b y the f a c t 

t h a t a s American s h i p s have been d r i v e n ou t o f the 

Nor th A t l a n t i c t r a d e , t h e r e a r e more o f them a v a i l a b l e 

f o r s e r v i c e on the o t h e r r o u t e s t h a n would n o r m a l l y 

be the c a s e . The s h o r t a g e o f B r i t i s h tonnage makes 

m a t t e r s / 



m a t t e r s s t i l l w o r s e . The p o s i t i o n i s w e l l 

i l l u s t r a t e d by the enclOMKi e x t r a c t rro;u a 

l e t t e r f r o * S i r Aenioy _ u r k e , uated /©bruary 

1 4 t h t ? t. t h a t I t was ths ©onaiaereu opin ion 

o f B r i t i s h o n l y , i n * r s p r s s s a t a t i v s s I n Kew Y o r k 

t h a t o f t h e d i f f i c u l t i e s be in^ e x p e r i e n c e d by t h e i r 

c o m p a n i e s , o n l y E6". ware due t o t h e " d i s c r i m i n a t o r / * 

r o v i s i o n s o f the N e u t r a l i t y A c t . The r©wainln& 798 

ware <lua t o " t h a g r e a t e r e u f e t y o f the c a r g o on 

/ .mer loan o r n e u t r a l s h i p s and the f a c t t h a t s h i p p e r s 

and c o n s i g n e e s would r a t h e r have the car^o t h a n 

e o D e c t the in»urt*&cs"« 

hen I o r i g i n a l l y e x p r e s s e d the v iew i n wy 

t e l e g r a m Ko . 97"» o f '.-eoember 7 t h t h a t I t would be 

u n d e s i r a b l e f o r tils M a j e s t y ' s Juabaaey t o make 

o f f i c i a l r e p r e s e n t a t i o n s t o t h e t a t e epar tment 

w i t h a view t o s s c u r l n * . the amendment >£ the 

" d i s c r i i u l i i o t o r y " c l a u s e s i n tha ? « s a t r u l l t y ."ct i t «aa 

hoped t h a t t h e Amer ican i n t e r e s t * concerned mlcM« 
i n v i ew o f the i n c o n v e n i e n c e t o « h i c h t h e y would be 

p u t by h a v i n g t o t r a n s f e r t i t l e o f *,oode which t h e y 

w i shed t o a h i p t o " s a f e " b e l l i g e r e n t p o r t a on B r i t i s h 

s h i p e , bo prepared themae lvee t o t a k s the m a t t e r up 

w i t h t h e i n i t a d t u t e a a u t h o r i t i e s . a t h a t t i & e , 

a s r e p o r t e d i n my t e l e g r a m To* 673 enc i n i r . - s h l e y 

S p a r k s ' t e l e g r a m t o t h s M i n i s t r y o f h i y p i n j ; feast 

No«fi£, t h e s e American l n t e r a a t a were u n d e r s t o o d t o be 

c o n t e m p l a t i n g a u a t e s t l n c the amendment o f t h s N e u t r a l i t y 

c t , s o a s t o d e l e t e a l l r e f e r e n c e s t o t r a n a f e r o f 

t i t l e f r o m t M c t sa l t o p r o v i d e i n some way t h a t 

e v e n / 



e v e n t h o u g h t h e t i t l e t o g o o d s c o n s i g n e d t o 

b e l l i g e r e n t c o u n t r i e s d i d n o t p a s s o u t o f 

A m e r i c a n h a n d s , y e t no l o s s e s i n c u r r e d b y 

t h e A m e r i c a n o w n e r s i n r e s p e c t o f t h e s e g o o d s 

w h i l s t i n t r a n s i t s h o u l d be made t h e b a s i s o f 

a n y c l a i m b y t h e U n i t e d S t a t e s G o v e r n m e n t . Such 

a p r o v i s i o n a l r e a d y e x i s t s i n t h e A c t i n r e s p e c t 

t o t h e e x p o r t o f c o p y r i g h t a r t i c l e s - s e e t h e 

l a s t s e n t e n c e o f S e c t i o n 2 ( c ) . Had s u c h a 

s u g g e s t i o n b e e n a c t e d o n , t h e amendment w o u l d 

p r e s u m a b l y h a v e a p p l i e d t o g o o d s c a r r i e d o n 

s h i p s o f a l l n a t i o n a l i t i e s . B u t f o r t h e r e a s o n s 

g i v e n i n a f u r t h e r e x t r a c t ( e n c l o s e d h e r e i n ) 

f r o m S i r A s h l e y S p a r k s * l e t t e r o f F e b r u a r y 1 4 t h , 

t h e A m e r i c a n s h i p p e r s f o u n u e a s i e r m e t h o d s o f 

o v e r - c o m i n g t h e i r d i f f i c u l t i e s and l o s t i n t e r e s t 

i n e n d e a v o u r i n g t o o b t a i n t h e amendment o f t h e A c t . 

1 0 . When i t became a p p a r e n t e a r l y i n t h e y e a r 

t h a t / o n e r l e a n i n t e r e s t s w e r e u n l i k e l y t o p u r s u e t h e 

m a t t e r I c o n t e m p l a t e d h a n d i n g a n o f f i c i a l a i d e 

memo i r e t o t h e t a t e J j e p a r t m e n t s e t t i n g o u t t h e 

h a n d i c a p i n f l i c t e d o n B r i t i s h s h i p p i n g c o m p a n i e s 

b y t h e o p e r a t i o n o f S e c t i o n 3 ( c ) , ( g ) and ( 1 ) 

o f t h e N e u t r a l i t y A c t . Uj o b j e c t w o u l d h a v e b e e n 

n o t s o much t o p r e s s f o r t h e i m m e d i a t e amendment 

o f t h e A c t a s t o b r i n ^ home t o t h e S t a t e a p a r t m e n t 

t h e d e f i n i t e i n j u r i e s c a u s e d t o t h e B r i t i s h s h i p o w n e r s 

a n d t o i m p r e s e o n t p M t h e f a c t t h a t j u s t a s c e r t a i n 

o f t h e war m e a s u r e s a d o p t e d by H i a M a j e s t y ' s 

G o v e r n m e n t / 



- 8 -
Government bore hard ly on American I n t e r e s t s , 
so B r i t i s h comr.ierciel i n t e r e s t s were adver se l y 
a f f e c t e d by the opera t i on o f the American 

N e u t r a l i t y ' c t . But i n view o f " i r Ashley 

Sparks* l e t t e r of February l^th r e f e r red t o 

tbove , * h i c h impl ied tha t the d i s c r i m i n a t o r y 

c l auses of the Act were not themselves the main 

cause of the t roub le and tha t the p o s i t i o n of the 

B r i t i s h companies might not be g r e a t l y improved 
even i f these c lauses were amended, I thought i t 

best to make no represen ta t i ons t o the ^tate 

A p a r t m e n t . Indeed I f e a r - and I know tha t 

S i r Ash ley "parks agrees wi th me - tha t i n 

the present circumstances no u s e f u l purpose would 

be served by making o f f i c i a l representa t ions to the 
c t a t e department on the s u b j e c t , though t i l 

s u i t a b l e o p p o r t u n i t i e s w i l l be taken o f reminding 
them of our f e e l i n g s on the s u b j e c t . Recent 

developments i n connexion wi th Norwegian end 

Danish shipping may reduce the handicaps under 
which B r i t i s h shipping to these , ,sufen b e l l i g e r e n t 

p o r t s are s u f f e r i n g , but as lon^ as there i e a 
f a i r number of .merican or neu t ra l ships a v a i l a b l e 

on these routes as compared with B r i t i s h v e s s e l s , 

the s i t u a t i o n woulc seem to be bound t o remain 

u n f j a t i s f a c t o r y from our p o i n t o f v iew. 

11. S i r Ashley ' parks has however suggested 
one d i r e c t i o n i n which some ac t i on mi^ht perhaps be 

taken t o improve o t t e r s . The American f i rm of 
Soc'&ny Vacuum who used to sh ip t h e i r products to 

t h e i r branches i n r - r i t i s h Ind ia by B r i t i s h s h i p s 

a r e / 



are now un*ble to t'o BO because the i r brunches 
beinfc. regarded as American f i rms , they are 
unable to t ransfer t i t l e of the Ooot!8 to * non-

liierlcin interest before shipment* I f the i r 
brtnchea were incorporated i n Indie &nd ceased 
to be treated as American, t ransfer of t i t l e 
would then be poss ib le . :'ocony Vacuum are 
apparently quite ready t o revert to Br i t i sh 
ahlpe but are re luctant to a l t a r the i r organisat ion 
in rndla* ntr 'nhlry parka suggests that poss ib ly 
so Ml preeeur** on them in the desired d i rec t ion 
alfcht be tukenin India . 
IS* f i n a l l y , I would re fe r to the uueetlon 
raised in the Ministry of hipping*a l e t t e r 
concerning the a f f i d a v i t s requireu to be f i l e d 
under the " eu t ru l i t y ct by shippers* I t i s 
true that during iht f l r * t few weeks a f t e r the 
passage of the M l considerable confusion ex is ted 
In th i s respect owlnfc to c o n f l i c t i n g ru l ings issued 
by d i f f e ren t United n ta tes author i t ies* Kow however 
these author i t ies have agreed on the form of a f f i d a v i t 
required, the shippers have learned exact ly what 
i s needed and the delay* o r i g i n a l l y complained of 
no longer occur, fllr ' hley parks assures :ae 
that the whole procedure ie now working quite 
smoothly, that Hrit leh shipowners have no longer 
any grounds of complaint and that no representations 
froia th ie -xabaasy are cul led f o r . 

X have the honour to be. 
with the highest reapeot, 

Hy Lord, 
Your 01 sh ip ' s iaoat obedient, 

humble servant, 
{soo) LOTHiAW 


