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coastwise business would be helpful if legislation
were to extend their authority so as to permit
them to co-operate in the official regulation of

* intercoastal rates.

Survey is Needed
If five m e n schooled in rate structure were

selected by you, M r . President, to make a sur-
vey of intercoastal rates and to submit their re-
commendations, their report would be most help-
ful in determining the advisability of the gov-
ernment's participating in controlling intercoastal
rates. O n e rate expert might be chosen from
the Interstate Commerce Commission, one might
be selected from railroad Classification C o m -
mittees, two from the shipping interests engaged
in this service, and one from the Shipping Board.

W h e n w e can show favorable balance sheets,
American shipping securities will be purchased
by bankers and sold to the investing public; and
the industry as a whole will be placed on a
sound basis.

Foreign ship owners are borrowing millions
of dollars of American capital with which to
build and operate ships in competition with ours.

Recently the North German Lloyd Steamship
Company sold in N e w York twenty million dol-
lars ($20,000,000) worth of twenty-year six-
percent, sinking-fund gold bonds; and a very
creditable statement regarding earnings was pub-
lished in the newspapers, which showed the re-
markable progress that company has made since
the war. T h e statement mentioned that on the
basis of present assessments it is estimated that
the individual Dawes Plan Debentures which
would have to be issued by the company to meet
German reparations would not exceed three mil-
lion five hundred thousand dollars ($3,500,000),
in respect of which the m a x i m u m annual charge
coveringd
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the directors stated that they expected earnings
to continue to grow steadily. This C o m p a n y is
privately owned and operated.

Better Business Methods Needed

Shipping met the post'war problems and un '
derwent a reorganisation similar to that which
American business generally experienced before
and following the war. M a n y American m a n u '
facturers operated unprofitably up to 1914,
chiefly because competitors w h o did not know
the costs of their products sold their wares at a
loss, thus not only demoralizing the particular
industry of which they were a part, but injuring
business generally. By organizing trade associa'
tions and standardizing methods of cost account'
ing, depreciation, et cetera, they n o w k n o w their
costs and are selling their goods at a price fair
to the consumer and yielding a fair profit to the
manufacturer. W e also n o w have many efficient
American-owned and privately operated fleets in
overseas and intercoastal trade, and real Ameri-
ican leaders in the shipping world w h o are dem-
onstrating their ability to operate successfully
a merchant marine.

After fifty years of indifference, w e are n o w
trying to regain our former maritime position,
with war-built ships (some of which are obso-
lete), n e w crews, n e w organizations and new
managers. After this long period of inactivity
and the unusual post-war conditions, the various
problems cannot be settled over-night.'

All shipping m e n should seriously endeavor to
do their full share in developing more efficient
organizations, both on land and sea. There is
always room for improving the management, in
shipping as well as in manufacturing; and every
effort, individually and through shipping asso-
ciations, should be made so that it will be ob-
vious to Congress that any assistance received
from the government in reducing the capital cost
of ships will not cause vessel owners to relax
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their efforts to reduce operating costs and other'
wise place American snipping in the category
of efficiently managed industrial enterprises.

It is a remarkable fact that today less progress
is manifest in improving the efficiency of ship
operation throughout the world than in any
other branch of industry. While there are
hundreds of efficiency expert organizations in
nearly every line of manufacturing, there is not
one exclusively or even specially devoted to the
study of cost'reduction in ship operation.

It m a y be true that the cost of operating
government'Owned ships, n o w under the control
of the Shipping Board, far exceeds the cost of
operating privatelyowned ships. Be that as it
m a y , the Shipping Board will doubtless lay be'



M R . H U R L E Y ' S L E T T E R

is overseas shipping. A slight variation in the
amount of the total world
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Incongruities That M e a n Losses

Today the merchant fleets of the world are
confronted with a situation which in any other
business would be considered absurd in the ex'
treme. For instance, a steamer
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more harm than good. It would disturb our
operations in world industry and commerce.

Railroads Can Help

Ocean transportation originates at so m a n y
points of the world that absolute control of over-
seas rates is impossible. Rates on American
shipments from railroad points might be fixed
at the source. T h e railroads are in a position
to direct or route a substantial part of the traffic
originating on their o w n lines to foreign ports
by the issuance of through bills of lading, there-
by controlling shipments to the ultimate destina-
tions. W h e n e v e r this control is relinquished at
the seaboards, however, the ocean power of rate-
making frequently runs rampant in ruinous com-
petition.

Through their Classification Committees, the
railroads could, if asked, also be quite helpful
toward the standardisation and stabilization of
rates on overseas transportation by applying their
knowledge of the classification of goods into
limited groups or classes.

Thousands of different commodities are car-
ried by railroads and ships. These articles differ
greatly in value, density, quality and nature.
These variations affect the ability of the articles
to bear the freight rates and tend to account for
variations in the cost of handling the articles.
These and other factors must be reflected in
freight rates. It is obviously impracticable to
publis
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exceptions to classifications, and by general and
specific commodity tariffs.

In our transoceanic trade in 1926 there were
293 Shipping Board vessels and 170 vessels81ceptio prherc
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T h e necessity of scientific classification of com-
modities, so far as practicable, and of equalising
and stabilizing rates for overseas shipments must
be admitted w h e n one realizes that an average
increase of only a few cents per hundred pounds
would make the difference between failure and
success for ship owners. That important work
would require a careful joint survey and joint
action by the several Conference groups n o w
dealing with world shipping rates.

But it will be difficult to get for our ships a
higher'paying class of freight until w e can give
better and
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It is very evident from M r . Lofgren's
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shipping, there always would be a latent senti-
ment that a government with great financial re-
sources should not competitively enter the field
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ion with American and foreign privatelyowned
ihips.

W e have today forceful leaders in shipping,
{railroading and business w h o , if encouraged by
•slight concessions from Congress in the w a y of
Mending money at a low rate of interest, could
Ibuild modern vessels, in harmony


