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The attvmnt will be mads this morning to glve, ‘ve ry briefly, some idea
of the part that Transportation plays in the normal industrial activity of
ths country with special reference: to the railroads) logding up to the im-
nact of war and some of the: maasures taken to nest the war situation.’

K;pl*ng onee’ said

"mverythlng in life from marriugo to manslaughter turns on the
speed and cost at which men, things and thought can be ghifted fro
‘one place to another. If you tis- up a nation 8 transport you can-
take hey off your books.

Transportation is 2 means to an end. It‘is the vital link in the
mochanism of distribution and exchangs connecting production with cor-
sumption. It ig absolutely essential to the proper ‘functioning of any
but the most primitive community. Division of labor is limitsd by the
extent of the market; and the extsnt of the markst is limited by the
available means of tranoportation. Geographical division-of labor and
lerge scale production are possible only as transportation is developed
to a point of reasonable efficiency and relatively Llow cost. Full utilization
of natural resources and production at what is commonly called ' “comparative
advantags", i.s. production of specific commoditles in those areay bsst
suitsed to their production, are noss1bla only W1Lh 2 well davvloped
transportation system.

_Bfficiont transportation makes it posible today to raise cattle in
1;¢gc hepde in our southwest for marksts in thv‘north and east Citrus
iruits from Califormia and Florida can complete in the markuts of New York
and New @ngland.

In Vashington we drink coffee railsed 1n‘Bra i1, and Wu sat uggs laid
by hens in the Daliotas (somotimss they give the impression of orig1nat1ng
even further away than that); we oat bacon that may coms from Canada or
Derimark; - sugar from Cuba and the Phlllnplnps. '

Ia the dVVGlo*ment of 1nturcour8u betwesn peoples also transporta-
tion has played a vital role.  The easy movement of psople provides for
wilder intercourse and as a conseguence buttur‘knowludae and understanding
of what the other fellow is doing. Zfficisent transportat lon of persons is
esgential also to.large scals production, 1f we are to aveid dangurous
concsentrations of population. :

T mentionsd in the baginning that transportation is a means to an end.
It should also be kept in mind that transportation takes place through time
as well as through space. - In relating supply and demand the time in transit
may be a determining factor in the sslection of the particular instrument of
transport uged in any given-.case. The ‘speed of tran3port 18 therefore an
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important elemeunt to be considered .in any attempt to measure the efficiency
of transportation’servige. The hature:of: the market as well as the nature
of the commodity may be a.limiting Factproon the permissible time in
transit. : The market: Way bé perishabilecas.wellias the goods. Seasonal
merkets are of thid kind.’ Mildtéry demand:bas a eertain perishability also.
‘There is no use in shipping material to a front or for a special operation
that will not arrive until after that front has cgased to exist for one
reagon or anothey, or the special operation has been coupleted. The speed
of operation alsc has a bearing on:the capacity of .the given agency of
transport; in determining the numberiiof wmits needed to.move a given volume
of traffic.: B T T R Cmle

In the case of the railroads the speed of operation affects the turn-
around time of cars, and an-incregse:in speed will mean that fewer cars
will be required to handle a given wolume of traffic.

The economic and military potential of any given nation is directly
dependent upon the extent dnd development of its transportation system.
The position of this country may be® indicated by.the fact that our
industrial and agricultural enterprises are serviced by a total of more
then 3 million miles of roads, 29 thouwsand miles of waterways, 250 thousand
~miles of railroads, 95 thousand miles of pipe lines, and 50 thousand miles
of airways. .Our railway mileage i&. greater than the. combined mileage of
all the countries of Europe including Great Britain and Russia with Canada
added. We rank fifth in railvay mileage related to area with Great Britain,
Germany, Italy and France ahead of ug. Related to. population we rank fourth
with Canada, Australla and Argentina ahead -of- us. .

. Since the purpose of transgportation is to facilitate production and
eXxchange it may be. worth while to note in passing the geographical distri-
bution of our transportation mileage in relation to our productive capacity
and population. : -

50 percent of our manufacturing capacity is located in the northeastern
section of the country i.e. that part east of the Mississippi River and
north of the Ohio. The map on the wall behind me indicates a corresponding
copgentratign of railway mileage - nearly a quarter of the total mileage
of the country 1ie located in that samé,araa - comprising 10 percent of the
total area of thatvcountry, (In dealing with the problem of strategic zonin
the location and extent of transportation facilities as well as agricultural
and manufacturing. capacity must receive consideration. ), T

In the same northezstern section of thé.cbuntrf"is>COncentrated alao
approximately LO Percent-of the total population.. - ‘

| Importance of Thé Railroads,

The r§1ative_§mportan06’9f théfdifféﬁehtragencies of trénsport is‘hot
reflecged in the mileage figures I just gave. The railway mileage is only
about 8 percent of the total whereas highway (road) mileage represents nearl:
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v{'90 percent* In the mattem of'serV1ce, howevar, the rallroads performed

about 62% of the total, measured in ton-miles,’ ‘before the war as- opposed to e

8 peraent for highways. ‘During tha war the railrcads prpportion increased -
jto 70 péreent of the total vhile the highway proportion declined to about .

2 percent. This was due in part at least, to the rubber and gasoline ehort- bi;j

ages which developed, ‘but the dominant yole pleyed. by the. rallroads was rot
an accident, Certain chafacteristics of railroad tranaport wvere important
factora,. . .

" The railroads prov;ded a. right-of-way which is unobstructed by - the
,_traffic of any other carrier than the individual railroad involved. More-
_overy, they ars capable of Hendling an.almost infinite variety of articles

and a correspondingly wide variety in the size of shipments. Their service gl*ﬁ1

is reliable in that it is not subJect to the viciesitudes of weather to
the extent that other agencies are, and their operations are so organized
that the day and hour of arrival at destination of goods shipped at any
g1ven time can in general be relied vpon, The shortcoming in rail service
ig?its incompleteness in cases where the shipper or receiver does not
have a railroad siding of hig own. In such cases the initial pick-up or
‘final delivery has to be. made by scme other agency,; usually wotor truck.
‘This hag some .importance when the transshipment of consignments that are
”"‘heavy or- otherW1sa dlfflcult to h&ndle is involved.

. B . Ve
: Routes.

. There are 10 major railroad routes in this country which deserve .
'mention.at this point.because of their relation to the whole pattern of
’ nréduction and distribution within the nation. These main traffic routes

are shown on the map behind me, : . o

4 1. ‘The Trunk Line Route, which connects New England and ‘the horthern ::li'j*
tier of states with the middle west. In point -of the character and volume

-of trafflc is the most important railroad route in the country. In this
gector 23 percent of the rail mileage of the nation carriers 37 percent of
the total traffic. The two largest systems of the country, the Pennsylvania,.’
and the New York Central help to comprise this route. Other lines include,
- in addition to the New England roads, the Baltimorse & Ohio, Erie. The
‘westbound trafflc congists chiefly of mapufactured goods and .coal, the
sastbound trafflc is largely raw materials, semi-finished products and
food, for domestic consumption and export. The bulk of the traffic moves
veastWard, consequently. the New England roads particuarly, usually have a
larga proportlon of the cars of o*her roads on thelr llnas.

2. The sacond rou te is that betwaen Hew'Ybrk Atlanta and New Orleans‘;__;,”

The blg railroads comprising this route ars the Southern, the Seaboard and
~the Atlantic Coast Line. This route. connects the agricultural production
of the south with the industrial. northeast, 50" that manufacturers of all
kinds and coal move southward and cotten, lumber, fruilts and vegetables move
'~wnorth. ‘The bulk of ths movemﬁnt is northbounﬁ. RN R :
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‘ j}' The thlrd route is: thatﬁbetween the general area around Chlcago
_ and ‘Atlanta, Ga. and provides. 1nterchange of the grain and flour (Yogmther

. with some manuviactures) from the’ nérthern MlSSlSSlppl valley with the .

cotton, fruits and vegetables “of Tne~south. ‘No individual rallroad
reaches between Chicago and Atlanta, but the southern, Louisville &
Nashville and segments of the Tllinois Central conmnect with the Cvntral
of Geor ia and other "brldge ines to complete the haul.

L The fourth rbute 18’ the MlSSLSSlppl Valley route which carries
the products of the upper Mississippi: area again’ 1ncludﬂng manufactures
from the Chicago district for consumption in the south and export through
the Gulf ports. . The northbound traffic consista of trepical fruits, sugar
coffee and other products from Latin-America. The TIllinois Central
_dominates this route and its fagt frelght trains make the run of 900 miles
between New Orlsans and Chicago in gbout 48 hours. Other roads in this
route include the Chicago & Eastern Illinols, Missouri PaCIflc, the, Gulf,
Mobile and Ohlo and the Texas & P&Glflca :

5. The flfth Routa ts the Western Grain Route which connects the

" grain-growing avreas of the country north and west of Chicago with the
elevators and mills of the upper Mississippi Valley. : The most important
roads comprising this route are the Chicago & North Western, Milwaukee, t!
Burlington and the Rock Island. These roads carry grain to the Junction
with the trunk lines or the head of the Lakes for further movement to the

‘eastern seaooard.

6. The Southwestern - Gulf route carries produce and raw materials
of various kinds from Texag and Arkansags to St. Louig and Chicago. South
westward the traffic is composed ofnhnuﬁxnumﬁg and some textiles in
the form of clothing. ' o

7.- The N01thern Trang-conti nental Route comprlslng the three roads:
The Great Norths rn, Northern Pacific and Milwaukee carries lumber, apples
and canned fish from the northwest to the mid-continent area and hauls ch
agriciliural implements and some coal westbound.

‘ 8. The Middle Trans- contlnental Route con51st1ng of the Burlington-
Union Pacific railroads and the Rock Island - Denver & Rio Grande, connec
‘»tng;wwth the Southern Pacific or Centrial Pacific and Western Pacific in T
bring the fruits and vegetables from California to trunk line connections
consumption in the middl@ and eastern section of the country.

9. The: Sowthern Trans-continental Route of whlch the Southﬁrn Pacit
and Santa Fe Systems are the most important also carlles fruits and veg-
etables from California for use in the mid- continent area and further
movement east. These trans-continental routes haul iron and stesl prodw

agricultural implements and some coal west; but the bulk of normal movem:
is eastward. '

Thls turned out to be a matter of considerable importance when ve ei
the war because these trans- continental carriers were built prlmarlly as
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originating carriers for this eastbound traffic, with gathering lines in the
west to bring traffic to concentration points for movement eastward. The
location and design of yards, passing sidings and other facilities was

based on this normal operation. When the war came these roads had imposed
on this normal flow of traffic also a new westbound movement resulling lrom
the sudden growth of manufacturing of various kinds in the west and super-
imposed on this traffic was the large volume of military movements for both
the training areas in the southwest and embarkation to the theatres.of
‘conflict in the far east. This reversed the direction of movement of ths
bulk of traffic in the whole wsstern section of the country sc that these
originating lines were called on to terminate also large volumes of traffic,
The resulting load in some instances produced serious cohgestions, The
ability of the voads to relieve these congestions and consequent délays to
traffic was handicapped by shortages of manpower in the areas involved, and
failure to receive promptly additional motive power from the builders.
Shortages of critical materials delaved the delivery of new locomotives,
The factor of most importance, however, was the inadequacy of existing termina
‘f@riliti@s

Tt was possible to meet this situation with soms success under the
system of control set up by diverting traffic away from the cvercrowded
lines to less congested routes as the cccasions reguired. Thus, by utilizing
the flexibility of the railway “ystem a8 a whole local surges in traffic
could be. generally absorbed. ‘

The necessity, however, for some form of centralized contrel is well

“demonstrated by this situstion. The rallroads would almost certainly have

beenuneble toextricate themselves from their difficulties acting individ-

vally., Central diresction was essential in meeting this kind of emergency;
and 1t nesded to be pwomwt and unhesitating.

Impact of War:

The gensral nature of the problems which confronted- thv transPortatlon

uystcm of the country at the outbreak of war and the measures taken to

meet thseae problems were conditioned by certain fundamental characteristics
cP the industry. Transportation by common carrier is a public service, and
the individual operating units have bsen regularly subjected to certain
controls established to protect the public intersst. Beca use’ of these well
established controls under which they normslly operate the impact of war
on these service agencies was less severe than in the case of ordinary
private enterprises., Their officient functioning is essential in both
" peace and war, and the producttdamandud remained substantially the same,
l.e. the movement of goods and persons. Thorcfore no conversion or retooling
wes roquired. Moreover, the character or make-up of the traffic moved

did not undergo sufficient change to requlru SuTlOHS alterations in the normal
methods of operations,

‘The proportions of the total tommage loaded represented by the
individual commodity groups were affected to only & minor degree by our

- 8 .
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gntry into Werld War II. ¥For cxample coal represented slightly more than

3L percent of the total tonnage in 1930 and was 3%.5 percent of the total

in 1984, Tron ore was 8.6 percent in 1940 and 9.1 percent of the total in
194k, Carloadings indicate more pronounced changss, but these were due 4o
the effect of improved loading inaugurated -during thé war poriocd which was
more pronounced in the cass of some comoditiecs or groups than was possible
with respect to othors. The importance 'of these figurcs rests in the

fact which they discloss that tho advent of war did not changs the proportion
of the main commodity groups. The proportions which were basic for peacetims
remained basic during war. The demzrds of war did not appreciably alter

the peacetime pattsrn. s

¥or many of the basic commoditice glso the general dirsction of movement

~and routes were not greatly alterced. Ore and fuel gtill had to be moved
from tho minss to the blast furnaces, the locations ¢f which remained sub-
gtantially unchanged. Cozl or other fuel had tc beo transported to ssdential
industrics including power plants and homcs. A groat proportion of the
nztion's food had tc be transported from the customsry areas of production

- to the usuwal contors of distribution and consumplion. Many other staple
articles moved along their customary courses., So, the samc transportation
facilities had %o be used in time of war much sz in time of peace and for
substantially the samc purpose.

Befeore tho outbreck of World War I the distribution of the nation's
traffic ameng the several modeos of transport was substantially ag followa;
62 porcont of the total ton-miles was produccd by the railroads of the
counttry; 8 percont by the highway systom; 19 percont by the inland watorways,
and 10 percent by pipe Rinss. The war cmergency caused a ghift in the
proportions so that in 194L the railwomds woers handling 70 porgent of total
ton-milos; highways L.5 percent; inland watorways 13.5 pereernt and pipe lincs
12 percent. The decline in tho proporticn moved by highway was dus to tho
rubber shortage and subsuguont gasoline shortage. The diversion of traffic
from the highways and coastal shipping was a factor in the incrsase shown
in the- proportion of total traffic moved via vailread. The ton-milcs
produced by domestic air lincs in 1944 amounted to 0.5 porcent of the total
for all agoencies.

Aside from the change in the relative utilization of the country's
transpertation facilities, the impact of war was legs proncunced in some
respocts than for other industrics also boczuse some of the controls requircd
to provide the unification of services necossitatod by war worc alrcady in
operation in poacetine. Those controls had te be sxpanded or intensificd,
and centralized in a single wartime egency; but tho normal system of ro-
gulatlon afforded a basis upon which the -control required for war could

©adily be built. And the industry was alroady in harness. The ordinary
wastos of competition had bocn reducsd to a minimum with the welfare of the
nation as a whol: the underlying objoctive. The motive of control, therofore
did not change, fundamentally, : .

"This is not to say, however, that no changes camo about. The advent of
wor immediately resulted in the cstablishmont of o now “sot of priorities in
the movement of beth goods and persons,
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© Morcover tho stability in the character of traffic indicated by the
‘proportions of total tonnagé represonted by the commodity groups (mentioned
earlior) was in some regpects more apparent than real. While the relative
tomnge 6f miscellancous freight, which included more than 40% of the total,
-showed only minor change as a result of the war the composition of this
group 'wag actually con31d¢rab1& altered with the restrictions in the . -
production of civilian goods and the substitution of war materials of various
.- kinds, In addition, although the proportion of grain to the total tonnago
did not change groatly the increase In-sbsolute volume gencrated a problem
~ of car supply roquiring the establishment of speeial controls, (A system of
permits was established to prevent the movement. of grain to elevators that
were already- full, thus tying up railroad care.) Behind this situation,
ag woll as the difficulties encountersd with respect to local transport was
the general problem of equipment supply stemming from the underlying short-
~ages of materials and monpower which rosultcd from the huge increase in tho
dgmands~for both men and ‘materials of our own armcd sorviceés and those of
our allic¢s as the war progressed. The offect of theso underlying factors
is ovident in the morec important problerns confronting the individual
agencios of transport. The Office of Defonse Transportation, which was
- ‘croatod by executive order of the Prasidont’ 18 Docombor 1941 "o insurc
~maximum utilization of the domostic transportation facilitics of the nation
- for the successful prosecution of the war'™ included in its organization
recortain staff divisions to look aftor such matters as Materials and Bquip~
ment, Rates, Storage, eotc., and Carrior Divisions corroeponding to the .
soveral types of carviers, as Railway Transport, Motor Transport, Local
Transport, Water Transport, otec.  Through these separate carrier divisions
close contact was maintoined with the operaticns and requiroments of cach
"typc of carrior, Some of these mattors will be dealt with in other leeturcs..

Army-Navy Controls,

. In order to have gome combtrol over traffic in’Whichvthéy WoTre diroctiy
“intorosted both the Army and Navy ocstablighod Transportation Divisions. -

The Army & Navy transportatién'activities wore of threo genoral
catcgories: ' , : ' :

1. Transportation conducted ontircly by their own forees - chiefly in
the various theatres of oporation. = '

24 Transpprtation»purchaé¢§?frbm»ci€ilian agoncios - and

3.. Cooperative activitios, which consisted primarily in assisting

the agénbigs'ianlvod'in-secufing needed facilitios or equipment - chiefly
whero movoments of tholr traffic were invelved, ‘

Wg arc intorosted primarily in the sccond of those cat@gories‘of activity;‘i
. Qriginally Army transport activitics centorod in the Trans?ortatioﬁ
Division of the Quartermestor Corps., . This division was merged with the

Transportation Corps of the Army Servicoe Foross in 19k2, In 1941 there o
had beop,a(iraffiq Control Branch and after Ponil Harbor a Regulating Station

=T
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Section was ustaollshgd with five oontrol stations at ﬂtrntegic rail
centors. These offices agsumed control of all freight shipments and

troop movements according to dlructIVOS iggued by thé Commanding General,
Westorn Defensce Command. -Contacta wore made dircctly with the individual

- railroads. A storage- -in-transit unit had also been set up prjor to

- Pearl Harbor. With the creation of the O0ffice of Defonse Transportation
and the various Transportation Divisions of. the War Production Board the
Army and Navy became vitally concerncd with the operation of these agoncies.
The top Transporiation Committees of the War Production Board had both Army
and Navy reprosuntatives sitting rogularly, as a consequence,

With respect to car supply over-all reeponsibility rosted with the

Car Borvico Divieglon of the Association of American Railroads, Army and
Navy lisison regarding cquipment requircments was established through the
Military Transportation Section of the Assoclation of Amoriéan Railroads,
which made the neccssary arrangements with its Car Service Division or with
the, railroads direct, as the situation required, With respect to troop
movement the procedure was for camp or.ficld office at point of origin to
advige the Passengor Branch of tho Traffic Control Division at Washington
of' the contemplated movement. Roque&t for a routu was thon made by that
office on the Military Transportation Soction of the Association of America
‘Railroads. - The route was sot up through the local pmssongsr offices involv
and the movement thon given a "Main" numbor with notice to the individusl

rallroads Involved and tho Traffic Control Division of the Army which in
turn notificd the transportation: offlcor at the point of origin.

; In tho ordinary movement of Prolght tho War & Navy Dup”rtmvnto ostabll
thelr own routecs and matters of car supply woere handled directly with the
individual carricrs concorned, In Shergsuncy.matters liaison was
maintained with the O0ffice of Defense Transportation and the Military Sceti
of the Association of American Railroads. No direct liaison was maintained

w. with the Intcrstate Commerce Commission.

Movement of PQtroleum,

Bocause of its partlcular importance the movement of potrolﬂum was
pLacud undor spocinl controls. In July 1942 the Army-Navy Petroleum
Board was crcatcd by order of the Commandlng General, Army Sorvice Forcos
and the Viee Chicf of Naval Oporations: "to coordinate the offorts of the
services In all petroloum matters.” It was made an agonecy of tho joint
chiefs of staff in Jamuary 1943 and at the suggestion of this Board the
Jolnt Army-Navy oil purchesc agency was croated in Junc of 19&5. Tha
functions of the Army-N vy Petroloum Boqrd wore :

(1) To provide closu Army-Navy cooperation and maintain close liaison
with the Potroleum Administration for War.

(2) To “gather &pnﬂare=information on petroleum products.

(2) ;otgct“rmlno and consolidato Army-Wavy requirements and the
capa01 ¥ o ¢ 01l industry to meet those roquirements in 1a o
with the Petroleum Administration for War ‘ 'COl whoration
-8 -
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(4) To coordinate brocurement, storage 4nd overseas shipments.

, () Td Séa thét’péfroieﬁm'prpducté.ﬁéfevat'thé right delivery points

"at the right tims. . L o . o S
(6) ‘Tolregfésént_the.Jéint dhiﬁfs-of Staff in all petroloum matters

with other Allied Nations._fi o . S . -

Offices were established in each theatre and at sach important oil -port.

The theatre oil officce made cstimates of requirsments for four months in
advance and these estimates were flown to Washington after check. The problem
of over-all supply was handled by the Planning Division of the Petrolsum
Board in collaboration with the Petroleum Administration for War which kept
the industry informed. A very close check was kepb on stocks everyvwhere to
‘aveid éongestionkor depletion. Repregentatives were placed at the ports to
speed tanker loading and unloading &0 as to quicken the turn-around time.

" In the zons of the interior réquiremwents wsre given to the Petroleum
Aduinistration for War which then allotted them to the various producing areas.
The origin and deetination points wers given to the Office of Defense Trans-
portation which arranged for the placing of the necessary tank cars. A
special tank car section was created within the Railway Transport Division of
‘the Office of Defense Transportation to handle this traific. Some 60 alternate
routes wers get up to avoid overburdening any lines and so causing congestion
and delay. The petroleum shipments wers then consolidated in symbol traine
‘which were given preferential movement even over passenger trains in. some
cases. The empty cars wers accorded the same preference as loaded cars to
insure prompt return to the loading points, :

The magnitude of the accomplishment in this case is indicated by the fact
that tank car wovements of coll to the eastern seaboard, which wore only
approximately 3,000 carloads per week or98,000 barrels per day in the last
quarter of 1941 increased to a peak of over & million barrols nor day in 1944
or more than 10-i¢ld. This could not have hsen accomplished without the close
supervision, with plenary power behing 1%, that was exercised by the 0ffice
of Defense Transportation. The carriers could not have done it acting individ-
ually, nor could the oil Companies. ,

- War Departmént Traffic,

Freight moving on War Department bills of lading averagadibefwaen aApprox-
imetely © and 10 percent of the total inland traffic of the country, meagured
in ten-miles. )

Slightly lsss than 91 percent of this traffic was movsd by railroad, in-
cluding ICL and sxpress shipments, a littls over 8 percent moved by highway
and 1 percent by. imland waterways. Shipments by aivr were relatively insigs-
nificant in point of tonnags. Bxcept for the railrcads the volume and nature
of War Departmast traffic 4id not provide a ready msans for ths allocation of
shipments amony the. individual carriers according to a set plan. The éxigencisc
of the situatien from time to time largely determined which particular .
carrder or carriers moved the?shipientsfinv&lvodfuwThe.1oéation‘ofj'
plants 4nd destination.of consignmenta.wero alse impcrtant factors.

-9 -
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Tho charactqr of the shipment, il.c. whether it was ordinary or rush, its
velus and sugceptibility to adv YEC wuathor conditions affocted the mamner of
shipment and the pa riicnlar médng om ployu : In the cass cof highway carricry
an cffort was madc, novertheloss, to cllocate traffic on the basie of
rolative facilitics and oquipmont provided by the individual oporator:s,

the territory covorad and goncral reliability. - Only carricrs coning

undor Intorstate Cermworcee Cormission rogulation wore uscd. . Bocords wore .
kopt to provide against ir Oqultlu An the distribution of trqiflc that
night result from the oncrgency ch¢rctor of mpny of tho-nmcverents, and ‘the
danger of developing favord carricra, 0 - :

Railroad Allocation.

In the case of the railraods the demand for sors basis of allocation
rosultcd from the 1argefvolumé of trsffic invelved and the conscoucnt danger
of overloading particular carricrs, thus obatructing the froe flow of
traffic, as well as the cthical consideration of providing.an uQUltablq'
sharc of the traffic to all the roads COﬁCurnOd "which were helping to
support-the war offort as tax payors.” Some plan or basis of allocation

a8 rﬁqulred in ordor to aveid confusion and the danger of discrininsticns.

War Dupartmént tJuflic, therefore, was apportionsd among the individual

ailroads according tho respective line milecages on the basis of a count

of individual cars. Originally an atiempt was made to give consideration

to the lemgth of haul, but this had %o be abandoned. It was recognized that
a count of cars was not entirsly equitable as a basis of allocation because
of the differences in returns derived from different classss of freight;
but distribution cn the basls of revenuss while theoretically more equitable
would have entailed a complex and expensive method -of chscking to avoid
over-loading particular rcutes and neglect lng others. It would have required
an estimated forcs of cne hundred.clerks in the Traffic Control Division to
make the necessary checks if allocation had been made on the bagis of
revenues as opposed to a force of four clerks actually used under the scheme
adopted. : ’ )

On the othsr hand, an obvidus criticism of the method of allccation

empldyed arisgee from the use of line mileage rather than iotal track
milsage as the basis of allotment.  The allocation of War Department traffic
had Tor its objective the prevention of an undue burdsn on particular lines
by the spreading of the load as well as to afford revsnue to all lines form-
ing 1nt >gral parts of the nation's transportation system. But the relative
burden res: wlting from the war traffic load obviously depends upon the
oapa01a eg of the respective lines; and, therefore, the allocation of traffic

1 the pasls of length of line rather than track miles might effect the
opposite of the intended.rssult.. . For exampls, the Baltimore & Ohio has s
two-track line between Pittsburgh and New York City whereds the Pennaylvania
Railrcad hrag a four-track line. . Moreover, the Baltimcre & Ohio's line
mileage belwsen these two . pointe is slightly greater than the Pennsylvania
Railrcac . £n the basis of allocation used by the Control Division therveforse
the Baliimore & Ohio would be glven more freight to handle over this routs
than *he Penq°y¢vaq~a Railroad whnersas the Baltimore & Chio's capaclty is
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obv1ously only about half that ofrthef?ennsy1V&n1a Eallroad’ Ser*ous
fact thatma 1arge part of th6 t@tal trafflc wa? moved on other than War . -
. Department. Billsef, Ladlng where the actual capa01ty of the carriers to -

- handle.the frelght was - taken into account-as well ae the fact that the
. great proportlon of the large war plants and heavy 1ndustr1es were located
. on the llnes of the big systemsa . . . -

. The Navy made o attempt to arbltrarlly aLlocate its trafflc anong
individual carriers., Its Transportation Section tock the position that
its traffice formed so small a fraction of the total that any attempt to

~allocate it would have no gignificant result on the over-all load. More-
. over, that. Nan tfaffic, along with othef sraffic, was mcre or less auto-
- matically alLocwted because’ of" 1ts [Giversirication both as to nature origin -
Jand dest;natlon.‘ It may, in fact, be a falr question as to whether these
_elements .of origin and destination location were not more poterit factors in
) affucting the allocation oft tTafflC than the scheme ussd by the Army's
 Control Division.

Rates

Just a word about rates because my time is noarly up., The railroad
rate structure 1s composed of three kinds of vates:
Clags Rates
Commodity Rates ‘and
Exception Rates

The Class Rates divide the traffic into five or six separate groups
called classes partly on the principal- that the cost of handllng different
comodities ‘'or articles of commerce differs and partly on the proposition
that where the transportdtion cost is only a small fraction of the total
cost of the article it can carry a hlgnor rate than can 1cwer gradp articlesy:

This is "charging what the traffic will bear, "

Pommoa7ty Rates, as the name implies, are ratss charge :d for the-

' movement of specific commeditiss such as iron ore, certain kinds of Lumbur,‘ '

or other spescific commodity . Commodity rates ars issued usually to induce
traffic to move that might not otherwise reach some more distant market-

and freguently in the direction in which the equipment would otherwige have to

meve empty. Oommodlty rates are usually lower *han,th corregponding class -
rates would be. : ‘

Exception Pates are similar to commod ity rates in that they are special
rates given to particular items, frequently wherc¢ there is some difficulty
in establishing a proper class rate. .A good many war items movod on
Exception Rates For this reason.

| You may have noted in the press recently soms criticism of the War
Department by a Congressional Ccmmittse in this matter of transportation
charges - for paying more than was required in many cases. This undoubtedly
hgppured because of the complax nature of railroad rat@s 1nV01VLng thia
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. gquestion-of the proper classification. The establishment of the class unde
“which a commodity moves, especially when it is sometblng new, may be a
matter of judgment and the judgmﬁnt of the carriers représentatives will
tend to lean in one- direction -. that of protecting the carrier's. interest.
The Judgment of the shipper, however, may be just as good. Apparently some
Army traffic officers wers inclined to accept the Jjudgment of the railroad
spregentatives too uncritically. This problem need further study.

To Conclﬁde:

‘ It has been indicated tﬂat‘ flrst - t*ansportation is a vital
slement in owr Industrial activ1ty, secondly - that up tc the present at
least the railroads have performed the major share of the transportation
service for industry. Finslly, it is apparent, I think, that some form
of centralized contrcl over an essential service such as transportation:
is necessary in order to secure the highest degree of efficiency in the
performance of that service in case of a ngtional emergency. Soms othsr
points have been just mentionsd and there are many matters that time
has not permitted touching at all.

{20 Sept 1946 - 200N,
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