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IL!ILROADS ~[D THEIR ~-~UTUKE IN TIi~ ~RICAN ECONOMY 

27 January 1948 

GnNZRAL McKINL%Y: Ladies and gentlemen, I take great pleasure 
today in introducing to you Mr, Robert R. Young, who is chairman of 
the Board of Directors of the Chesapeake end Ohio Railway Company. 
He will talk to us on "Railroads and Their Future in the American 
~cono~y. II 

i am particulerly plea~ed to have Mr. Young with us today because, 
as I told him, he stands for advanced thinking in the railrcsd game as 
we like to think we do in military education. It is ~n extreme pleasure 
to present to you Mr. Young. 

~, YOUNG: Ladies, gentlemen, end General McKinley:. i feel very 
much at home here today because the General .~reeted me by ssying that 
one of the reasons he w~nted me here tods.y was that I ~m something of a 
B.elshevist sa~d so is he. Perhaps in the present circumstsnces, instead 
of Calling ourselves Bolshevists, we hs,d better call ourselves rebels. 
But I felt doubly at home because he reminded me very sm~ch of our 
CoEmander in Chief as he. looked ten y~ars .~gc, when I first csme into 
the railroad business in 1937 and bought the so-called Vsn. Swearin~en 
~mpire. 

The first official act I did ~.;as to receive, one hour later, a sub- ' 

poen~ from the Trumsn Committee. I went doom to ~~ashington or. the Ver~j 
day on which I signed th~ check, end continued under examination there 
for three or four days. P.resently, Nr. Truman ~.santed to Paso,, what .I 
was going to do c;,ith th~ financing of these railrosds, sad. I very 
naively, like a young boy just out of Texas, knowing nothin~ about the 
big ~ast, said I was going .to open it up to como~tition--~nd I did~ end 
I h~.ve been having trouble staying in the C&0 ever since. So if I have 
msde any progress in the railroad industry at all it is becomes of the 
leadership of our Commender-in-Chief s,s he inspired me t~sith it on that 
occasion° ~xcept for that l~adership, I would not have been invited 
here today by General McKinley, but I it. Faricy would probably have been 
invited hero. So '..d~en Mr. ballace or <~nybody else tells you the Presi- 
dent is in league ,..~'ith ".'~Tall Street, he may us~ the %/all Streeters, but 
you may be Sure he will not join them. 

Transportation h~s been called th~ cor~ of military strategy, and 
adequate tr~nsportatioh must also include speed and conti~uity. We have 
been so far involved in two w a r s  where trsnsportation played a part 
second only to the pert played by the Army ~nd Na-~j. !'.'orld i/sr I brough~ 
out distinct '<,eakn~sses in our transportation machine, the inadequate 
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sidings, ins, dequate y~rds, inadequ~,te signaling. There was a Shortage 
of cars at that time, but ths,t o~hort~,e-~,7- of cars was primsrily dus to bad 
disp~,tching ~,nd the holding of manitions st ports for badly scheduled 
connections between the r'ils and the ships. 

As you ~,Ii know, w~ got throuch 7orld ~'~ar II fairly well so fs~r as 
freight is concerned. There wer~ ~, few bottlenecks ~nd difficalties ,--'t 
terminals. The fnult, if shy, in :~orld Uar II transportation ~.,as in the 
passenger field; we csme very near h~ving to rs, tion pc, ssenger' travel 
beequse of the shortsge of o<ssengcr equipment. ,3ut by snd l,~rge we got 
through those two ,-~,rs awfully well. The r~,ilro-~ds and those in Govern- 
m~nt connected with our tronsportstion m~,chine have heoped lsurels on 
the r~ilr0sds for their performance, But the gr~s,t d~nger ~n that is 
th~,t '.,:o will be led into compl<cency ,~bout our tr~nsport~,tion machine, 
so I ~m here tod~y to try to impress upon you th;t @e cnnnot continue 
to be complex,cent ~bout ito 

There ~,re two ne,~.~ f,~ctors that ~re being introduced into World :~ar 
Ill, should it come~ 0no is tb~t ',-~e unauestion~bly th-is ti,mc ~re go- 
ing to hove the f~ctor of destruction• ".','e do not kno~,.~ he,, ~ f~r that mn,y 
res,ch~ but we kno:.~ th,qt in World :L~r I over 50 percent of our ~,,ar traf- 
fic movcd out of ~'Te:w York H~,rbor, wh'cn w~,s ~, very b~d ccncentr,~,tion 
~nd ~, dangerous concentr-~ticn. In !%rld ~[~r II, 25 percent of it moved 
out of New York H-~,rboro ~',.%~en consider%tion i~ given to the f<ct th~,t 
only one-h~If of one percent in ~rorld W~r II moved out of Boston in con- 
tr~st with 25 percent out of New York H~rbor, you let some ide~, of the 
lack of proper utilization of our port f-%cilities. 

If ~,II the equipment in the New York o,re~, were suddenly m~de radio- 
active, you c~n see what a strcin might be put on our railro*,d system. 
Or if sever"l bombs were dropped, on ten gre,~t centers of popul~,tion 
simult-~neously, either from inside or without the country~ you c~n see 
wh~,t would haDpen to ovs il,'ble eas~ipment, to s~j ~ nothin,~ 2 of the ~.,strc= 
ncmicsl increase in the necessity of tr~nspcrt-~tion service oec%sioned 
by suddenly t:-king 35 or 40 million peopl~ ~nd m.o,king them hom~,d.css, 
foodlcs~, ~nd clothelcss So "-tonic energy m,~,,y very well h~ve we~,~-:cn~[ 
the Americcn defense instead of strong%honing it, because ten otomic 
bombs here might be thu end- of Americ~t, ~d~.ere~.s with ten ~.tomic bombs 
in Russi;t probe.bly 90 percent of the people ~.;'ouldn't eveh know they ho~d 
been dropped. They ere much morc'self-sust%ining th~n ~.~.,~ -~,re . 

",~o~..: let us tske our present railroad situsAion end see how it meets 
the heeds of pes, cetime. Let us forget w~rtime~ I am not going to tell 
you wh~,t our present railro~.d situs tion is bec?,use the AAR would come 
out ~n@. cive you their version of ~t. You have probably re~,d their 
version of it. snd whst is ths, t there are adequate trn,nsport~tion facili, 
ties today° 
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But here is what Kiplinger ssid in his last issue, "Don't be opti- 
mistic about real relief from the freight car shortage, even though 
gli~e@i~gsof hope have appeared from time to time in the ~ress. The 
chief facts of the situation are these: 

"A large part of our freight cars are pre-Uorld ?~ar Io" 

I. might say at that point that we were discussing the avers~ze sge of 
our freight cars driving over in the meter today, ¢~nd General ~'..CcKinley 
ssid, "That is the first time I knew that freight cars are of the female 
sex° " I said, "?~hat do, you mean?". He said, "~.'~ell, Nr. Uenneman here 
just said that the ~_Aiq, ,ffhen it re~orts the age of its freight cars, does 
not report their age when they get to be over 25 years of s~e. H 

"A large part of our freight cars are pre-:';orld hrar I. Re, i]roads 
~..ust continue to retire them rapidl,yo 

"Car builders have just reached the point of making-':: enough ne~., c~,rs 
to replace those scrapped every month. 

"The snortage of cars is some:,;here between 150~000 and 200,000. 

!'During 1947 between 15 s nd ~0 percent of the goods they (shi'opers) 
wanted to move simply, didn't move by rail because of the car short.~gCo 
"'.q~.t did move sometimr~mov.e~ in curzous :,,~ys: whe~,t in coal cers~ high- 
class dressed lumber in ooen oonaolas, and sewer pipe in cattle cars° 
But the shiDpcrs made the best of it ~nd more. In 600 communities, car 
efficiency cozo~nittees o~ shippers r~'at pressure on snyone t.~ho delayed 
freight movements. " 

lTo:.;, ths.t is in peacetime, and it shows ho~,; rapidly the strnds.rd of 
living in this country has advanced. In 1947, we moved more: freight 
for -peacetim~ than ,.~'e did at the peak of the ~..,~,r. 

}Tow, ~Toing back to the first prewar year ~nd tP.kinE the difforc.nce 
bet,ffeen our freight csr requirements in that yuP.r s.nd the p'c2k of Lrorld 
,,~.r II, ,:;~j found that we n~ded 400,000 more c~rs in w~,rtim~ th~.n ~,.,e 
did in pcn.cetime. So no ~, wu ~re movin :' into Vorld U~'r III ~,hcrc we ~',re 
als~ going to h°ve th~.f-.ctor of destruction s nd the f~;ctor of displo.ce- 
taunt of civiliem personnel, ~nd we ~.ru st~,rting out, not ~:~,ith ~. sur- 
plush.go of 400,000 c~.rs, 2s ~,,e h~d in 1940, but ~,itli ~ shortoge Of 
150,000--and with ~ minimum wartim~ r~cuirement of an addition~l 400,000. 

Now, wh~.t do we h~ve in our freight car inventory today? In1925 
we h~,d 2,300,000 cars of all kinds. Zow we have 1,700,000. So in .-' 

~pproStim~tely 25 years, wh@n our popul~tion w~s goin~ up ~6 millions, 
our freSght cnrs declined one-fourth, or 600,000 c*rs. It is true thot 
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some of thes~ c-~rs -~re bigger th~n those c~.rs ~::ere, ~.nd it is true th~.t 
they ~,re being h-~ndled f~.ster , but it is also true that they ~.re ~:ach 
older. At theft time those c~.rs perhnps .~.ver.~ged 20 ye.~rs of ~ge; today 
they o.ver~,ge at least 27 years of ~.Ce. If you look bc.ck ~,t any passing 
freight trs.in you see some of them le~uin~ over this ~/ay and Some lesn- 
ing that way, and if we had to increase the speed of those cars, we u*ould 
radically inc'rcas~ th~ acci@ent f.~ctor. 

Now, in the p:'ssenger c~r field: In1926 ~e had 48,000 ps, ssenger csrs 
of all kinds; today we h~',ve 26,000. You know ho~ congested tr-~vel is to- 
d,*y on the railrosds if you w~nt to mske a reserwtion in a sleeping cs, r, 
p~rticul~rly in ~, privc~te room° 

The Pullm~n c~rs in 1926 f ggreg~ted 8,(00; today there ~re only 
5,000. Of those 5,000 csrs--they ~verage over 25 years of ~ge--1,200 ~r~ 
~ir conditioned by ice, lO0 s re not air conditioned at .~ll, and, of 
course, mony of our co~ches ~re not ~ir conditioned. So thnt is not ~ 
Situation to be compl%cement ~bout, either with respect to freight equip- 
m~nt or psssenger equipment. 

The motive power situation is ~dcqu~te, but the tendency recently 
ho, s been to repl:ce our cool-burnin~ locomotives with Diesels, ~,nd you 
-~iI Imo~ wh~t h~s h~,ppened to the oil situ~,tion. So there ~re things in 
the transportation system that ere not he-~lthy. 

*~]y hs.s the r~ilro.od equioment d,~scended to this deplor~.ble sto~te of 
~.ff~irs? ~.Then it comes ,to the :~uestion of p~.ssenger equipment, i c~,n sc.y 
tho, t it h~,s been almost -~ policy of the Americon r-~ilrords to discourage 
p',~ssenger tr~.vel. There is ~ feeling .~,mong roilro~.d men that p~sscngcr 
tr~-in~ interfere with the movement of freight. They feel th-~,t they do 
not ma]~e ~ny money out of it, -~.nd I think that most railros.d opers, ting 
men tod',~y would be very h~ppy if they h~d no p.~ssenger trains mt mll. 
Now th"t mmy be ~.II right from the money-mr~kin~ standpoint ~nd from 
the st,'.ndpoint of the convenience of the oFer~.ting men, but ~.~e know 
that i~ ^ very dnngerous st:-.te of mffoirs for our n~.tiono, l defense. 

Let us stop and look ,~.t our tot~.l tr-~nsport~tion r.nd see who h~.s 
been rendering~ the service; who has been encours@ed by the Goverrnr, ent and 
who has been discouraged~ In 1946~ of all the ton miles carried, the 
railro~.~.ds carried 68 percent; the trucks moved 7-~- percent; the waterw~ys, 
includin,~ the Core,~t Lakes, moved 13 percent; the airways moved one-tenth 
of one percent; and the pipe lines moved i0 percent. In the psssenger 
field, the railways moved 66 percent of all passengers; buses moved 25 
percent; w~oterw?,ys, 2 percent; airw-~'ys, 6 percent; and, of course, the 
pipe lines, one. 

Now, first, the airw:ys ~nd the hi~o'hw-~ys ~'re dependent upon oil end 
they ~re dependent upon rubber; we know how d~ngerous these t~-;o things 
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are to depend upon at the present time. The railroads are .rendering 
this great service without asking any subsidy of any kind from the 
Government,• as contrasted with the fact that the waterway 7ubsidy runs 
up to the billions of dollars over the last few decades. The airways 
subsidy we estimated at around 3°5 billions.in the last few years~ and 
the highway subsidy may run anywhere from i0 to 20 billions over the 
last few decades, depending upon how we figure it. 

The railroads, instead of being subsidized, have ps, id 14 billion 
dollars into the treasuries of the States and the National C-cvernment 
in taxes. So from that angle this arm of transportation, which is 
doing the most for the cou~_try~ is no~ only asking nothing of the coun- 

t,~ ~ but is contributing to it in taxes° 
• -~ 

Let us see how that vital arm of transportation, which is second 
only to the Army and i,Tavy,, has been treated by the Interstate Commerce 
Commission , ~,£nich was createA by Congress to foster a sound trensporta- 

T" tion system. Let us see ~nat the.y have been doing for the railways in 

~n;~ form of rates° 

~.:fe find i~o t~ .... in !946,. ~.:hen the railr.oads rendered ~. bigger service. 

to the Nation even then they did a~ ~he D÷;2,k of ~he w.;'.~5 the railros, ds 
earned 2~3 percent on their net wo.~th, which centrasts ~,~ith nearly 9 
percent which the electric power r'nd g~,s industries wore oe:-~mitted to 
cam by regulatory authorities~ ~r~d nearly ? percent which ~hc bole-, 

phone companies were permitted to ~arn~ 

Now, that 2,3 percent wouldr_'t be so bad if it reflected but one 
year~ but it reflects a habit on the D-~rt of the Com~ission~ If yo~1 go 
back over the 17 years, back to 1930, you find that the average rate of 
return the Comanission h,~,@ a!lo~.~,ed the railro~.dS on the Commission:s own 
vs,luation of the r,--,ilro~,ds is 2,7 percent~ That is a starw-,tion w~ge 
from ~y point of view, ~~_~n you c~n ~ ~ 30 billion doL ..... rs for the 
~.{~.rsh.~.]l Plan, ~.nd in ~. city like F.e~,: York,' wh~n you can ~,.fford to P~JF 

-'7 .4- out in a y~ar of high prosperity, such ~s we h~d I~.~. y~r~ in ~nemploy- 
ment re!ief as much as all the real estate taxes on ]._anhatt-~ Isi.~nd, 
then it seems to me that you can. afford a few pennies for those rail- 
roads to enable them to buy some freight and passen~g~r eq~iT?ment~ 

Let us take the two biggest railroad units in the industry. ~.nd see 
~:h~t they were permitted to earn Iast year. The Pennsylvania earned six- 
tenths of ohe percent on its net worth and the }Tow York Central earned 
about four-tenths of one percent on its not worth. Those t~-~o rail- 
roads probably represent 20 ~ereent of our entire freight industry and 
prebably 35 percent of our passenger industry. So :.,'hen I no~,.~" enalyze 
the passenger eauioment situation for you, please do not bl~T~.c rail- 
road.m..'~nagements too nTu.ch~ but put the responsibility ever on the Inter' I 

state Commerce Commission. 
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As I said, we hod 48,000 prssenger c~.rs in the co'~.try when our 
population was 26 million less then it is today. Todg>g we have 26,000 
passenger cars Those D~ssengcr cars ~'verr~'c more t]'.~n th~ "~e th~.t 
the Commission recognizes in its own tcblcs. They say when z c~r gets 
to be over 25 ye~.rs of r go, it is coup!~tely de~reci~.ted cad it ought 
to bc in the scr<~ hca,p.~ ':/ell, all of these 26,000 passe~ger csrs 
;vcr ~ge over 25 y~mrs of ~gc. 

It is nearly three years now since VJ-day. Let us see-how rapidly 
under this fostering that the Ceramist:ion ~as been giving the railroads 
the railroad msnagements have set out to replace this obsolete, tartly 
junk, !~'e find that in the past year there h~ve beea ordered less th~ 
150 passenger cars. Divide 150 into 26,000 ~nd you find thmt it will 
take you something like 150 years at that r~te to reolalce it, if you can 
get deli ~ries. 

"..,.'ell, now, that is an als:rmin~ situation, ~,n@ the reason for thab 
is this: lie in the C&O plsced sn order som~ two or three years ago to 
repls.ce every one of our c~rs on our main lin~s, our psssenger cards, 
9rid within the Irst six months we' hc.vc considered buying sn ~dditional 
fleet of cars to rent to those other ~r,ilroods who we know are going to 
be beggin~ for them. Die went to the ~u].Im~n Comp:'ny q.nd explored the 
situc.tion. They cg.n't tell. us yet when wc :re going to get delivery on 
those c~rs we ordered two or three yc-rs rgo; and ':,~hilc we h~ve s rt theme 
lookin, S rnd wr.iting, the cost of thoso p~.sscngcr c~rs h~.s gone up from 
$80,0~0 r unit to ,,:h~t will probably be, so ~ir. Bo~n-~h tells me, $170,000 
a unit by the tim~ ~ get them. 

flow, $170,000 for = Pullmrn c~r is, to ~:ly mind, utterly ridiculous. 
That is -.bout four tim~s ~s much !oer ooun~ as an ~ntomobile. Think how 
much more intric'.tc an ~utomobilc is ~nd how much cre~.tcr v"lu~ is built 
into ~ s.utomobi!o per pound th~n i~ built into [~ Yq~!l~r. c~r; ?nd s lso 
t~ing into considcr,,bion th-t .~. p<sscngcr car in 1900 "cost only $i0,000 
o.nd now it costs $170,000, o~d thor tbc fo.rc ~ r~ilrod gets from ~ 
p~.sse:Iger tod?.y is [3.5 cents ,~ mile, whil~ in 1900 ,:hen the c'r cost only 
one-seventeenth r.s much, you cot a 3-cent faro. So that is why you cot 
only 150 c:~rs ordered in 1947, <nd you r, robably won't get anything ordered 
in 194=8, because unde~r my ~n,~ructions }ir. Bowmea~ decided not to order 
the additional cars, One hundred nercent replscemEnt for the C&O is 
enough~ ?~e don~t intend to pay $170,000 apiece for cars to rent to other 
railroads. 

Freight cars h.'v~c gone down in price since 1946 because w~ called 
attention to thu f-,ct about a jeer and a half ago ~het freight csr con- 
sisted of 150 patented items, all of which wEr~ specified by the railroads. 
The manufacturer had to t?ke whr.t tn~> engineers of ~.ch on~ of these rail- 
ro~,ds sr, ecificd. O~~e of th.~se n~nufacturcrs of r.~ilway" p~.tented doors, 
ends, ~nd sides died ~ few ye~rs ~go; he left a~. cst~tc of 20 million 
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dollars, of which five million went to some 15 or 20 railroed ~)residents., 
But when the C&O got into the -,icture snc~ c~.lled attention to these 150 
patented items that were going into our freight cars, the ~--~llmsn Com-oe~qy 
got busy s, nd delivered us some all-welded freight c;'rs on which we 
specified absolutely nothing, for ~3,600, when they were charging $4,000 

for these patented car~.. 

I s~z happy to say that t.~e Uall Street Journal of 16 Janus ry reports: 
"The ne~.~ freight cars ~'ith the comi~,onent parts, such as roofs ~nd sides, 
formerly 9urchased from other manufacturers, ere now being engineered c~.d 
built by the c6m-oany. Through this T~rocess, cars ~re e~ier aud chea~er 
to manufc~cture ~;nd the-company always is assured of enough ~oarts to main- 
tain maximum ~roduction. k car c~n be oroduced at ~ cost saving of s.bout 
i0 percent. Since the cud of 1946 -prices per freight car hays dropped 

from over. $4,.G00 to around $3,600." 

So ~.~-hile Pullman equipment on passenger cars was ~oing up from 
$80,000 to $170,000 under the old-fasioned methods of catering to the 
whims cud fancies of each individual railroad, your price of standard 
freight cars has gone down in spite of rising materiel ~ud ~sgc costs. 
That is just a samu!e of ~hat can be 9.one if tl~ rsilro~-ds just g~t to- 
gether on modernization and standardizs,tien the ,'sy :'n ~utomobil~ com[?any 
goes s,bout it instead of s.llowing tl~is helter-skelter system of purchas- 

ing railway eouiDmcnt to go on. 

There was a time ~'hen we could be blase~about the waste of material 
~nd ti~e fcct that the Pullmsn cars and the locomotives keot getting so 
heavy that rai!rosds n,~d to keep building heavier bridges and structures 
to ts~-~e c~re of the equipment° !'re in the C&O think the trend should go 
the other ~,.ray. ~e are presently designin~ a light-weight passenger car 
which w~ll weigh one--fourth c s much per passen~Ter as present passenger 
equipment. It will be three feet lo~,Jer at the roof. It will be two and 
a half feet lo~,~er at the rails, due to the f-~,c~ ths t ~.].I of this jun~ ~ - th~at 
goes under a psssenger car--which incide~tally i~ very expensive--is ~ut 
up in ti~c h~d-~no co~r to servic(~ the whole train. The c~ntcr of .~ravity 
will be ~: foot and e he].f lower bh~n in the present cars. Since ti"_e car 
~.~,ill be shorter coupl~d, it will be six inches wider. Thct six inches in 
bedrooms is importsnt. Thet car can tr.~vel ~,,it, h the same sqfety at 150 
miles per hour as present try.ins travel ~.t 90 mil<~s per hour. It ~rill 
te}:e only one quarter e.s m~ch.horse power to dr-.,.: it ~.t 90 miles per 
hour c.s present tr-~.ins, ~nd, since it is so much lighter ~nd requires so 
much less motive power, it c-~n go over gredcs ~nd ?round curves that 
presently will hove to be stroight~ned oz ~ reduced to t~ke c~re cf pres- 

ently existing tr?ins. 

!~'c~ho'oc to h~vc such ~ light-weight unit on t]~c r~ils by 1949. ~'Te 
think it is going to completely revolutionize p.~,ssen~Tcr tr~.vcl in this 
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coumtry if the rcilro-ds ~nd +~ ~ ~nc ~overnmcnt w~.n~ it revolutionized, 
i4ayb~ thoy donlt, i don~t know. lgut wc "re going to ~ivc t~-~m thc 

1 • chance. Th~,,t is impcrtnnt from t]:~ ~t'ndooint of m~turi~Is if notn~n= 

l:he CA0 is doin:r exactly tile same kind of research ~nd develogment 
in ti~e motor power field as i~ is doing in the passenger car field. ~e 
are develooing . . . . . .  :< coal-burning, f~'as turbine. That gs~',~ turbine will. do 
everything that a Diesel "~. ~-i•~ do an',", more Tt will not burn oil, it will 

" " wi burn coal; it will ~o s thousand miles ~ithout re±uellng, it Ii weigh 

a'oout one-heir to one-third as much [~s a Diesel wei~hs. ",?e think it is 
going to (:.o .the s~me tnlm,: t', motive power that this !ight-wei~::ht trsdn 
will ~.o to passenger travel. This light-~,eight train will -be very 
cheap to m:~nufactur~ bees,use i~ cam. be built on ~,n assembly line like 
an s~utomobilc body or an sirpl,~ne body, and it will net cost four times 
ss much nor pound s~ a: complicated automobile, 

iqow, in the freicht fie.!@, th~:~t li~<ht-wei~]ht train has the same possi- 
bilities for fast freight. ~[a~y of you ma:k" h~.~e read t}~e C&0 Rip V~. 
N~i.J~Ic ad which pointed out t]-..~t ~iI railro~Js ~.~est of the Nississippi 
tods~z run on six-day schedules from t]e west coast to Chicc~.go at tho ro,te 
of 18 or 19 miles an hour, vhcn bofol'c th,~ var thcv c o ~ d  On five-day 

schedules. UC Urged t~l~e r&i!romdsto resume these fivc,-day schedules to .re- 

[licve the box car short.-ge th~,t was so critical last ye~,r. 2ut no action was 
taken, 

I tliin} ...... this n~', ,~h light-wcicht car ~.,~ c~,n move frei~Tht, net at an 
avorngc speed of 18 or 19 mil~s an hour, but wc c!~n move th~.t frci~ht 
at ~3~',sscn~cr troin speeds, so ti~<t the, p~scn~cr tr~in~, won't be intcr- 
fcrin,v witi~ frci~L~ movement or freight movem<~nt won't bc intcrfcrin C 
with passcngur movcm~,nt. They ~.~ill all b~ synchronized. 

i :.~Su!d lik~ "to sc~ thcs<~ long-r:<n{<,~ truck~.~ t~kcn off the hi Thw?y 
~nd rcl~,,~ua to their o'no~er function, ~4~ic~, i~ -~s feeders to th~ r~il- 
roads; to have on~ of th~se li,~~ht-w~ight c'~rs synchronized-~..~ith the truck, 
so you wcul~3 just t:,k,~ thu truck body at Chic~,~o ?nd lift it. off the 
packcrls truck onto the !ight-~,~cight, fl,~,tcar ~nd move it do~..Jn to Palm 
hc~ch, Florid~., at the s~.mc spc,~d th~.t the Bre~q~crs ]'otel ~cts its meat 
over th~ highw~,~y. Thc,t ic. important from the ~t~,nd~ooint, not only of con- 
summation of oil ,,nd rabber rnd th~ ~cfety of pcoolc w!.:o use the highways, 
but it is importont from the st~napolnt of m-~npowcr. It trk~s o~'~; hundred 

,,zn ~t it tokes five m~n to move by reAl. Th~<t ~:iwcs m~n to move by track "~- 
you an index of hew important it is to .you in your manpower studies. 

l~ow~ ,,ben_ . it comes to the ~hysic'~l~ o!snt, in 3.916 we had ~_~,,o.n~_ 000 
miles of railroad; today we h~ve ~°Z7,000 mil~,~s. So as our ~opulaticn goes 
up, our rails go do~.m. That a~]ain is ~' refl~ction of therate situation. 

ill .................. " 



You must wonder, ! am sure, he ~ this situation develcped in the 
railroadS, hey this important adjunct of our nati0n~l defense could 
have gotten into such a pitiable state of affairS. Let us revie~ the 
history of railroads for just a fe::~ninutes. 

In 1830, we had 140 miles of railroads, and even th~n the orogressive 
Ys~qI=o~ ~as talking about the building of railroads to the Pacific Co~sh 
In 1853, the United States Arr~/ ~ngineers had started on a survey to 
ascert~in the most practice.1 end economics l route to the Pacific. By 
1869, the Union Pacific h?d joined the ~ast -and the ~;est. From 1869 
to 1879 was the good el( ~ era of the railrosd baron, when competition 
was unbridled end they fought with guns for passes through the moun- 
tains. Those ~ere the day~; of Vsnderbilt, Drew, Fisk, end Huntington. 
In 1879, the railroads had gotten a little too obstreperous end the 
He oburn Committee of the House of Representatives investigated and 
discovered that the New York Central alone had indulge d in 8,000 re- 
bates to the oil, beef, ;~nd steel trusts. It was developed that A. P. 
Stc~::srt, the founder of John ~;~ansmaker, had ~stablished his fortune by 
getting all sorts of rebates on mcrch~ndiseo 

It ~:as not until 1887 that the Interstate Commerce Commission 
,,ras created by Congr~.~s~ for the purpose of fosterinc competition, pro- 
hibiting rebates, and giving ever[~body an equal r~te. l~rcll, that move 
by the Government ~:la~ immediately countered by a move by J. P. Morgan, 
the elder, who wrote e• letter to all railroad executives and invited 
them to a conference in his library. In that conference he reprimanded 
them severely for their competitive practices and told them that was very 
bad for business ~ud bad for the security markets, end tibet they, the 
bsmkers, would have none of it. ~ven if the Government wanted competi- 
tion, they did not. Th~ railroed ex~cutivcs countered end said, "We hBve 
to s greo eEainst competition because you bsnkcrs ~re meklng it so tough 
for us by building these parallel lines°" So l lr. liorgen ss~id, "We will 
e gre~ not to build p~,rallel lines if you fellows will agree to put us 
on your executive committees. ~ [~ell, thc t egreemcnt ~as reached end 

" theft was thu ~nd of free competition as we kn~w it in the old free ~nter- 
prise sense, end that ~.as th~ beginning of government red,elation on the 
one h~nd and bsnker usurpation on the other. 

.That was in 1889. Then in 1894, the Pennsylw, nia end Ne~,J York 
Central got together in an agreement to protect each other as against' 
all other railros,ds, Although we dontt kno~,.,, that the agreement is ~ti~l 
in effect, ~,.re think that perhaps the only ch~l%ge in it f.~ that it prob- 
ably includes the Union Pacific. That may be--I donlt know--the answer 
to ~hy we had such a hard time gettin~?, a ho~ through Chicago without 
ch~ging cars. It may ~,iso be the re&'~son that 50 per'cent of the freight 
in Uorld ~:lar I ~rent out of New York ~nd none out of Boston, and in 
%',Torld War II, 25 percent went out of New York and ~ half of one percent 
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out of ~oston. i don't ]~Io','. ! think that is sn unhealthy situaticn 
"-'..rid I think free' competition woui(~, c].car it up. I thinh if the C&O were 
alloyed to --,co uire t_h_~ 1:it,..: Yor]: Ccntrsl, as it has been endeavoring to 
do to further consolidation, we mi#.:ht i,~r,~rovu th~ n?,tion~l defense posi- 
tion by ts2ing som~ oi" t1-~',t dancerous conccntrs,tion aw?y fron-i[cw York 
City. 

Then in about 1896, th~ rai.lro~ds got tozether ,'rid formed somcthing 
which ~-:as cr,lled "The Joint Traffic Association," consisting of 32 
or, stern roc,ds. Almost ;~,t th~ s,~.m,::, tim~, there was one c.~.llcd the 
"i,lissouri Trrffic Associotion," which represented the roads west of the 
i<ississi~pi, and by ~, coincidonce there suddenly ~ppe~,rcd ~o, southern 
associotion. The purpose of those three associations was to agree on 
the solicitation and distribution of traffic. The Supreme Court out- 
la,.,.'ed that in 1898. 

• ~e railroad industry moved on, and in about ].906 the New Ha, yen 
sold. at $200 a share end the Hil'..,:aukee end. St. Paul sold at $190 a sh~,re. 
Tha-c "~ras the golden age of the railroads, but fro~ then ont!iey began to 
go do~.mhill. The' old o,,m.ership ,interests beg,'m to be soue-ezed out by 
that time and you had a combins,,tion of the goverr~ent interest and the 
b~n!.~er interest, rcither one of t!"em having a airect interest in earn- 
ings. '~'" ~ey both had their owe political considerations. 

~To~,:, you ~.:ondor ~..Jh~.t no).itior,,1 consider~;tion t!~ Government had. 
L~t "as loo'~:- at the rr:,,te orocecdin,',;~ w._~i'" c_,~,~ hmv~ recently occurred. '.Je 

• find . . . .  . ~:~t, although the cost of t!,.~ railro:ds for l:'bor end supplies, c~,d 
fuel between 192,9 ?rid. t'., ,.,zsr ~,o-~r- doubled, t!"u f:irst r',~Dlicotion the 
ra~f!ro~.ds m?.dc for ~. l;-~.to increase :-:~.s in 1941. • '..'e find 5hat whi!~ tht~t 
rate incr~m, so ;-,-~.s boi'_.ig ¢[cbc.ted by th~ CommisSion for.five ye~,.rs--it 
• ,.m.s not fina]ly co,~zc].uded until 1946--there h~:.d been in the ~ ~" • ', m o ~ . .n  u ime 
two-orth2e~ more vrge increases. So theT? :Jcre ~till' .dbbo.ting.in ].946 
,,.re.go .Shd oti~c'r cost conditions as they ",...'ere in i941. " .". 

~To;...,; in those proceedings thor< ',-;cr~ 1,500 qnd somO odd ~intcrcstcd 
,,p.~rti.c.s ~--ho cr.mc in to oDpo~..'.e r?tc relief for t~cse rs21roc.d's, .o.nd in- 
cleriCal in tl~osc I~500. potties ,.,.,ere thrc~ %~cncics of C-~.binct'r~/~.k, the 
TVA, .:'-~d 55 stc,~c agenai~s. The other 1,450 represented r, cople, like 
Sc~,rs, Roebuck ~nd Co., who earn 50 "o~rocnt r~turn or~ their capita.], anm 

-~. ~,fnosc Ch~',frman sits o~i the Illinois Cc'ntral Board; end the bus industry. 
: - ; i  -~ ~z,:.u c a m s  20 p c r c u r - t  r e t ' o r n  on i t s  cs.r, i t ~ l - U i  bag y o u r  phrdon~ t h e . b u s e s  
. . . . . .  d i d n ~ t  ~ n % @ r v ~ n e [ a g a i r s t  t h e  r a i l r o ~ d . s  on t he  r a t e  incz 'ea.se,  b u t  t h e y  

ea:-n ~ 0  p e r c e : } t ,  on t h e i r  c s : o i t a ! .  The mo to r  i ~ d u s t r y  w a s - t h e r e  i n t e r -  
ven iri~ag,~inst•this • two-thirds of c~e.p~,rcent for the i~ew York Cefltral 

, . ~Z . . • .and. the Pennsylvania, although t, ey :earn a.u~.vhere from b0, 60, 70, and 
80"oercent. I know; ! used to ,.fork for them. Sem~ of those divisions 
earned eround s, hulld red-oerocnt on their capital. And y~-t a: company like 
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Chrysler com~s down ~':~6 b'~:_rns the midni<iit oil to k~cp the railroads 
f r o m  e a r n i n g  2 . 8  p e r c e n t ,  e v e n  ~_* . . . . .  : ~ . , =  : ] h r y s l ~ r  d e p e n d e n t  o n  f r e - ~ t  

u._~._c~ ~t :.i .... it. i.[ayb e you ~.-~n ~ ± e~,en- 

~7o~,J, let u:~ see what the r~:.ilro~:ds, said about this kind of rate 
treatment, hr. Faricy, in spite of the fact that the Pennsylvsnia 
~_d the ~Tew York Central earned nothing last year, -bhs greatest y.=ar 

of service they eyrir gave, 2~r. 7s.ricy came d.o~:,m~ end patted the 3om~- 

mission on the back ~. fev, days ego ~.:ith these ~ . : o r d s :  "~ne ~ ~ vOW:.- S siorl 

he, s shown its'elf ree.iistical!y au'ere of thJ critical need. of ~'~ ~.~ rail- 
ros.ds for e ddition~.l rev~nu~ "to m~:et iz~.'- ...... e.._,~s in cost ~.'~'.:~.ic..'~, have s2- 

ready t~._<~n~ ~ ~ole.ce,. rnd ~t the same time It" hg.s c_,_o~.,~c_~ -~'" it self eanp!e 
time to coal)let? its study of the voit~inous records before it." That 

is ;:he.t :"'~....~. }~aricy said, representing.. IS0 raiiros,ds ~nd 130 b~m.ker 
m~_2%~cments, %,..'1%o nave ne int "o~ ..... ere..~ in ti:e rai!roe.ds ~-~d who, a.s  i ss~.r ,  

?.re more interested in the s]ti-o,Der' S.~ point of vie~- ti~.~ ~_~. tn:y~ :re in 
the re..ilroedls point of vies, r, becnuse TM ....... " _ o_~r~c~o~,~e,_~ of tne railro~Ads s.re 
not m~de un of ovners of r~.ilroed " ~ - ~ - ' ' "  ; _ secu_±L~.cs L}Ie}., ~re m~.de u'3 of ocople 
who ship. You :.'ill find that !.{r. ~" .... ~or:~ ~nrusler u~e ~ to sit in the ~Te'.Y ~" ~ ~ 

" ~  "~' " - , ~  . ± o r : . .  ~ ' ~ "  • ~er.t_~;_ Bo~.rd. Obviously, the ~resident of the " '~ ' : , ,  ~' ' -  Oent.=-, vith 
~ . . !Jr. chrysler there determ.ining[~Issei~r.~z, isn't moin?.< to be sm_xious for 

rate increases if "''i..T. un~,s!er is o<:oosed to them 

Here is :b-~,t . . . . . . . . . . .  we thin}-l?r. Pe~ric7 ~'~o~'.'d i-eve said =nou~-~ ~ it. ~_ s~ 
t~ .... ~n~ no~: ?.bout thi, o {'-- ~ .... .... ~.~ _ l ~ e - ~ u ~ . _  Ac~rlil&." of the rs :n-~-~ -oetition. 
Remember no:-.', costs he, v? Qonc u_p to !00 percent, %nd freight s.nd 
passencer re.tee ~.re stid] Ic~ -~i<:n " "  . . . .  in ]930 ..... ~y : " e r e  _ , ?~hc;n the Com- 
missio!~ is dcvoting ~- yes,rs to the tslcinc of testimony ?.nd tile n.irlines 
c~m~ do~..'n here ;'~qd. ~c,t s r~.te incr~.se in three days. In the l:~zl~t of 
the records in thes~ iCe T~rocccdings, it is ?. travesty; i should say i~ 
is. ...... .~O~oo~t c.~-~7 ._~sl~:cnce.~"~ ~:~ '_:crc- i ~-' uh?t ~ir. ~;~icv should h?.ve 
s~ic..""-~" "'The net rcsv.lt of ..... ~-:c foregoin< is t]??.t t ~̀ --,~ Com.mic~sion is Dr?-._ 
s~n~ci ' - ' ~ -  im]-)rossive }.rr~y of govcr::.mcnt gcnc~cs, !ncluc.lng 
~eder~.]_ officers of Cabinet rslg-:, urgln~? the commissioners to deny r~,i!- 
ros..d r-to incre#,ses beck,use of ~l!e~ed injuriou -~, effects of those in- 
creo.ses on portions of the economy ;,.'hich the ~overnment_ .:'~-.~,_ci'es in 
ouestion bc!i~vc it to bc their spcci:.! dutT to foster end protect. 
in none of thes~ prec.-~.'~- " ~a-.~g~ n~.s ~a~: ~r~0 of th~ ~e~ci--± ,2-ovcrnm~nt urged 
before the Commission the c ~r~mount ,~ .c . . . .  ~ ~ ,o~ e .... t~. of protcctin~ n~.tio<al 
security nor shorn from the --~'~ st-~:~d'point t!,e close connection be- 

tween c.dcqus.t~ railrood r~v~nue ~nd the n^tion:-! s~curity, if govcrn- 
mcnt s.gencics .~re going to continue to ~.p-..~r~. b~fore the Commission, 

°. . .,-~- n ° then their s.poe~r~nce sho-<i f -'_ot ~.~ con~mn~<~, to -~gcncles that renrcs~nt 
only a pnrt of th~ ;3ovur~nentts int-crcst, Other ~encics that h~ve just 
.-S groat c n  interest ~-~ . . . . .  kc .. .. o:~0~.,.-,~...',:-'- t'-<eir position kq%o:-.~.." 
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. Under the -.Tatione! .<;ecurity Act 0.5 1947, the bationel Security Rc- 
sources Bo-:<rd, of which the S.uty is to #dvise the Presidert, is izz effect 
the liaison between the Eations.i ~:ilitarjF _~stsb!ishmemt," which is a!so 
res ,onsible to the laresident, e~zd t!'..e ir, dr.stri.m] struct~xre of the -Tsticn, 
o~' ~:i-5.n~... t h e  m , . , b . , _z . . - . , , ~ , on  :;.no! o r . ~ a : - _ i z a t i o n  i s  o n e  -,T t r ~  c o r n e r  s t c n e ~  
o!-" t'£,c . . . . . . . . .  In " _ ~  ,_: o~_:~I secv..rit~F. . v i e w  n c  tl-e Nbeve circum:Tt~nces, it ~'~ 
.... # " ' e s~<c< .  t:~* it is. not o ~ ] v  V , : c c p c r  but ",'.ositivelv the: duty of the 

' ~ . . o , ~ ~  S ~ c u r i t y  £ ~ s o R r c ~ s  Bc-~..r£ t o  k e e - c  t}<e l~A, e r s t a t e  '~...:.,,~,cL.c'"~-" ~ C o m -  

: ,> i .~ r i  :> c u r r e n t l y  ~ d . v i s e d  o f  t h e  . " e c : u i r e m e n t s  w h i c h  t D e  n ~ . t i o n o . l  s ~ c u r i -  

t.v i n < : o r e s  R-oo~ ~,~,:: r a i l r c r ~ c . s ,  s n . d  ~soecia.ily tI~ r e e d  in :-~.c " _ r _ t ~ < r e s t  

.-  {~e.tiolr:! s~c'~<ritv of wR:  r ~ v e n R e  necessary to r..%intai:.i strong_.-. 
r.~ilro: d ':~;.,',,<tcm. On  o c  . . . .  " ~ ~ . . ~ - . . . . l . q ~  ' , . , i-sn ,.~.m-'. ~ of CCrl~si£cr- CC:::::.a ~v.<.'s C o n g r e s s  a r e  

' ~ r ' ; . : ~ o . o : ' t . ' : : t i o n  l c . g i ¢ ~ , : t i c ~ : , ,  s i . . ' n L ! < r  r q g r c s o n t a t i c n  b y  t h e  ! L . t i o n . p o l  
E><:~ , : i tT : ,  i:Lccc,c, r c c s  2 ¢ : ; . r d  , ' ~  :.~o~._,.o. b e  c c u % ] . l y  e p n r o p r i , ' , , t e . "  

in .r.ddition to tl~v rst~ orot!em, corn:. -'.'(f<:n%:,: of t"-c ,~overnm~nt 
sl,~c'c~i~: not o_hly intere~-t i~se].f in--thank Goodness ",~,~ hsv~ m.~n like 

k r .  Fc, r r ~ s t a ] ,  L r .  d ~ : r r i m e n ,  s, n d  ] k - .  [ r u m ~ n ,  i n  o f f i c e  t e a l s 4 , ,  w h o  , ' r e  

a-...;.:~.rc o£ t],~. sit',p'.tion ~::-.>. rc b~cinain:? to stir she Commission uc-- 
hut it. ,.,i:o-a!d slso intsr<:st its¢].f in such .uestions ~:~ rai!ro:?d coz~- 

r:eli,[iL-.ticn, b~ca-,~.s~ r-:~,ilro:<d coneoli,]7~tion is t[.= sure.~t wa;:,, to ])ring 

u c t i - ~ { c  s ~ a h d - - , r d s  o f  m ~ : i n t c : L e - , ~ c v  o f  t k ~ s e  s c c o r : d . s ,  r y  r o u t e s .  

UnC.~r t]~:.-." fostgrin~7 of our neticnrl trp~~soo~{trtioi - sy::tsr., ":,l-ich 
the Cor~7:~.is~.:!o>'_ hg-s done, :..:e >;~r,s ::hi< to .-:"_,k~ "o.. tb...~ ~.J-.orts.~c.cs it_ oRr 
rcvi!ro#.d, eq~-i~:.m<::,_t du_rir- C ~]~,~ 19[]01 c, ti.~$ n~w v.rF,, becsu~;c ..,¢ di.f. raise 
• --R~c.u.t five billions of _u<.,,, c~r.it~l to {~iv,., you tkes<" si.din=s, ~u:_~. 7:~ids, 
~,:.~d ~.:..{"n.~i":, "cu.t since !~550 u.'~der this_, st~<rv:.tic_< di~..t t]~t the Co::,.- 
missicn R~s %llo,'~d t}-,~ rr.ilrc..>d. ~" th.or,.: ]ms be~n nc n¢,r eel. its! to ccmc 
into t<~:  ~ "  ~ . . . .  ! '  ~ ' " ... .  ] . . . .  c,~..c...- u,, cover t]p%. -..']~rc our t r . p n s , ~ o r t p t i c n  s y s . ~ c ; L  is 
cq'nin<' frcm, i do not kq%o'.,,.;, unl~ss somet]-,.in~" is don~ .'-'.bo-ot rrtcs. 

. . . .  _ . .  ,zml.~ % 1 !  P-:.c C.o: : : i<i ; ' .~: ion .,5.k<::~ t c  r c t r ¢ : . > t  i n t o  ~::c, d ~ f ~ n s <  - > - ~ t  ' ~ , , :_s  i s  

...,~ .... b e a r .  - , l~t  i r .  ; T Z r ~ ! i n . < e r  . . . . . .  : , " .eve  t i ' ~ t  2 0  c , c r c c r ~ t  . , , , . . . .  . . . .  

Of  Z- . e  r . e g g . ! e  o . f t 1 : . c  coR1-'zr;:. '  ("k,'! n o t  mov,~:; t h , . - i r  f r c /_~ : .~ : t  l a s t  7:.~,.~'-.'r--:<.c.£ 

t ] ; . 6 0 o r : : m i o : " ~ o n  ~r~7 ~ tke - r : . ' - . . t . e  i e  .~.q] "~:,:c t r  f f i . c  , . . , i l l  b e , , : , r .  . , v e r y b o d y  
. . - q , t =  - ' , t e s .  " " - ' -  d o n ' t  t h e  r . . ' ~ . i ! s?  ! : ' . . i t  ~ Y - ' . r t  o f  ~ e ] . ~ n  t o  re@ca.co g . t  $ 0 .. ,' L¢' 

o l : r  r e l ] r o : " . d . . ~  t o  t l - e  s t " . ' t e  of-To;.., Y o r k  m~.b:.. ' ,?'r. " I Z ]  e ]  " } :~ ~ ~ '1< ~ : t h e m  ~ - ~ . o l i t i c a !  

f o ~ : t i : " ! i  .~'~ t i : ~ t ,  ovc : . ' i t u : l_q_y ,  pec,~$=.~ .~'}.ll"_ be: h : n d l c d  ! i k <  c ~ , t t ] . e  o n  t h e  
-~.a:7: ..a.,_.._,.)~.....~,"", . t . - t c y  : ' r e  ~7~ . r~qcd  . . . . . . . . .  i n  t ; ' e  c u b  ~'~ '4. . ,  .. . . . .  r.:~.d o r  t l , e  -7on . .  Tnl:-.n@. 

R 7 i ! r ,- <,L ? 
< 

'7o'. ,~, ,)>_ :.}:,." ,"d~:C~ic.~.  o f  c o n ~ " , ! i , 2 t ' . o : : ,  y c  c > n  s t r c n : : . t _ . _ e n  t h e s e  

s¢ccr~ , . ! . r . r , ;  r ( ' v t e r ,  w h i c h  we  m.-y  ] - :v , - :  t - ,  d e A e : : 6 ,  u.<:on if d,:struction ~ .oe~  

f r . ! !  o n  g ' n y  c.f c R r  % ~ -  . ' i t . : "  t e r m i n < ] . . ~ .  Ri.~-%lt h e r < 5  i n  " : ~ : : h i r _ s ' t o , . - ,  t Z c  

t ,c ' : : i r . , ' . ' - ]_ i:.: t T " . i c . - . l  o f  .... t . c r .o  . 'n,.~l. o t~bc...~.~.~O"" . . . . .  ' ~'-.t ~-l, . . . .  ~ -t.!'- =~:O:X. .-.'-.'~e:." - . r e  t r ' - i p _ . <  

i .o  rv..r. UO-c. r t r : - . i n r ,  i n  i 8 - . ' . : :  ~... t e r ! n i ; ~ " l s ,  i ~  .lu:,o." " *  c%' t  I t b e  ~ ' ~  . - .a  (. v.a t: • -- 
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bottleneck -rid enable trains, to mov~ through there without delay. Thc 
i~.st time I c~me to ~ashington th~r~ '~.~ere six or ~even'p~,ssengcr trains 
stslled over in Alexondria three ~ four end five hours l~,te; thmt is, 
in pc~.cctime. If they drop % bomb on ?,~ashington, w~ will n~d some 
secondary routes. 

The Rutland Railroad in New ~,ngland, under this Commission foster- 
ing of our railros.d industry, is today selling, all its securities, for 
14 percent of the ros.ds quick.scrap.vslue, puttihg no velue whatsoever 
on structures or on the roadbed. That is Tigured on taking up the 
rails. The spikes will .~ay for taking up the r~ils. 

The Central of Georgia, which is performin~ a vital function do~,n~ 
there, is ,~elling for but 54 percent ~f its quick-scrap value. The 
Roc][ isls~nd, one of our greatest ~r.d most modern trenisPorte~tion systems, 
the link between the great industri~l ~st and the great industrial 
Cslifornia, is selling for 75 percent of its quickly salable equipment, 
the scr_~.p value of the rails if you take them up ~m.d sell them to 
lh!ssi~. This is when our r,~ilro~:ds are rendering two or~three times 
~ much service as they ,,ere designed to render. 

T he Commission itself sold all these securities ~nd put their stem]p 
of ~pprowl on them, then s?id, "These securities c.re in t]ie public 
interest." Two or three years l~ter the Commission c~me slong end 
wiped them out. So you h~ve the s~.me ~ncy of the C-overnm~nt th~,t 
h~s the po~ver to soil these s~.curities h~ving the ~oo~ver to come along 
-~nd wipe them out. It settles dot.ai to the point that either the Com- 
mission will h~ve q complete change or you h-~,ve ~ goverILm~nt ~.goncy of 
~C~.binot ro, n~.{ to~orotect this grePt trnnsportrtion system of ours. 

One solution to keeping the r~.tes d.own ~nd satisfying the polit~- 
ci-~ns I desire for "~,n unhsmlthy r~.te system is to encour,~ge consolids- 
tion. Th-,t i.~ what the C&O is tryiug" to do in the N~v York Ccntr-~l- 
OiO consoiid~tion. Th~ ConLuission !J-~s qlre~d-~, turned us do~.~n, ~.lthough 
, it ~.pproved cxoctly the s~e kind of interlocking bet~,~ecn the ?ennsylvs~uia 
"nd the i~orfoik & !/estern, bet~veon the L~,ck~,wanu~, "-nd the i~ew York C~n- 
trm!, between the Erie ~nd the i?ew H~ven. They l~t the bsnkers d6 the 
very thing without h~s, rings th*t they m~de o, progressive group like the 
C&O undergo he~Trings to do; then they turned us down. So I sun r gre~'~t 
believer in t!~c democr~,~j of fair ~nd equal treatment, rnd I think a 
Tcx~n ouL~ht to be tre?,ted just ~s well ~s :- b~nkero 

GENEi'%A/~ McEII,~EY: I know we are going; to have a lively Guestion 
period hero. I want to st~,rt it out by asking a question about your 
new zou:~tty, light-weight, fast train. You said ~,ll that stuff that 
go~s underneath will go in a car up front. Does that mean that individu- 
al braking will bc done away ~rith? 

; 
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~.'[R, YOLq'TG: Oh, no, the individual braking viii be there. That 
means t[--~,t the air conditioning, heat, water, and sll that looks like 
junk, ~,,~il]. be moved up front. 

G~,~[ZRAL }.{cKII~ZY: You still ~.~ill have individual air brakes on 
c~,c~ c~r? 

i,~. Y0~[G: Yes. As a matter of fact, this train will stop at 90 
miles an hour in two-thirds the distance that the present train will 
stop. 

~LR. B0kq&Al]: They have electrically controlled air brskes. 

GENkP~L McKI}~LEY: That sounds like a good train to me. 

i~ YODZ~G: The A_~R won't like it, though. 

QU~STION: I remember as long as 20 years ago hearing the ssme 
~rgument with reference to the different tree, tment accorded highways, 
airlines, pip~-, lines, and water~s,ys by m~s~s of government subsidies 
that are bein::} denied the railro~,ds~ Your ~-rgument sounSs extremely 
logical. If the Government is going to subsidize other means of trans- 
portation, it ought to' subsidize the r¢~.i].ro-~ds. '.~ose fault is it thai 
the Government hasn ' t done that, if it is logic~,l? Do you know? ~y 
in the world hasn't it done something s,bout this, assuming the Commission 
is honest and ,'~,snts to do the proper thing? 

~'~. YOUNG: h~ell, all I can say is that there are no votes in it. 
If you have 1,500 people do~nq there against rate increases, including 
three Cabinet offices and TVA, and you have railroad menagers who are 
only half-heartedly in favor of rate increases--not even they .are whole- 
heartedly in favor of them because they have the Chairman of Sears, 
Roebuck and Co., who ,,.~ants lo~,., rates sitting on the Board--you will never 
get them, In other words, Driv~te enterprise can drift into a bureauc- 
racy just as badly as the ~.'iall Street bankers say government bureaucracy 
can, I am afraid that our railroads have drifted into • that state of 
bureaucracy, 

Let me ss~y this: The Comm'.issien, ~.,~hich in 1887 ~,Tas formed to 
preserve competition, just l~st week in its annual reioort to Congress 
urged the passage of the Bulwinkle Bill, which l~gs.lizes the end of 
com~etition in the'-railro-~ds, end .~c.h things 9,s the western railros~ds 
were caught doing., each 9greeing not to install e~ir conditioning. Thct 
is one of the dozens cf things they agreed, in writing?', to do, which the 
Dep~.rtment of Justice s9ys is -~. vio!o~tion of th~ sntitrust l~,ws. I ~n 
sure ?resident Trumom_ will veto t!~is bill if it passes because I know 
how President Tru/n~n feels .~bout competition. Yet the Commission is 
sponsoring that Bill. 
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In the seine way the Commission opposed me on through service; they 
tr~ing to ~et those ooDose~ me when I put in the P~iO_ Van Winkle ad, "'" 

western railroads which travel on group schedules to go back to five- 
day schedules. The Commission took the side of the railroads, an@ the 
Commission today is urging ConEress to remove competition in the railroad 
field. 0nc~ that is done, I get out. So far as I ~ concerned, the 
modernizing of the ca0 and t}e improvement cf our railroad system are 
hopeless if that bill ever passes, because there will be nothing I ca.u 
(I.o then. There is very little I can do now. 

Qb~STION: i'{r. Young, in the l~ht of ~,hat you have Just said, do 
you think the railroads are in bad enough shape to be nationalized? 

~,~. Y0bSTG: No, sir, because I think that would be worse--if that 
can be possible. I think that th~ answer for the railroads is to break 
up the AAR, to make thsm subject to the autitrust laws, and I am sure 
thrt is what President Truman w~nts. Once that is don~, once these 
railroad mcnagem~nts c.~ feel fr~ to put # now lae~. into effect, there 
will be improvement. There are 131 railro~ds in the A3.R, #~ud you ought 
to get at lce st 131 new ideas a y~ar. One r~.i]road presie~nt should. 
b~ gee& for one new idea. But tod~¥ I have actually had them tell me, 
"i will lose my job if I do anything progressive which the AAR opposes." 
That, I think, is ~ very unhealthy situation and one which the ICC 

should, not foster. 

~=STION. Mr. Young, what is your view on the question of differ- 
entials in freight rates between the North and the South, that were 
a oparently ~gainst the interests of the eastern bankers, tl;at they are 

t~'ing to put through. 

I,~. YOU~G: I think that is goin~ to be a lon~ :step forward. There 
again I thin!~- if the AAR can be broken up and the Bulwinkle Bill defeated, 
we can make further progress in the direction of rates which will build 
up competition ~zd disperse this highly concentrated setup wl-ich is so 

dangerous to our national ~efense. 

0~CESTION: Mr. Yotmg, do you believe if you ~o get incregsed rates, 
it will b~ an insciration for the brotherhoods to ask for increased 

w a g e s  a n d  s t a r t  a s p i r a l ?  " 

I~q, YOU-~G: That is an interesting thing. Before the Commission 
finished the 1941 proceedings, there had b~en three v~,ge increases, not 
only cr~ted, but encouraged by government agencies. T~.~s last in- 
crease, which the Commission is still debatir'~g, whil¢ it is still pend- 
ing, the railroad brotherhoods hev~ come in and sai~ they want six days 
pay for five days work. That is 30 percent, including overtime. So 
before we catch up with the five or six increases previously granted, 

t'_~ey are talking about a new one. 
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¢7~STIOIT: Th~n you are agT~inst i't. 

i.E. ~_0U,.~O. . . . . . .  iftur e,ll, if you want to ~-~vc S~%rs, Roebuck 40 
pcrccnt ~'r~d Gcner~l Hotors 50 percent, ~nd ~r~bod~,'-~ v ~- else 30 or 40, 
r~thcr than th~ }~ew York Ccntral~s four-tentks of one p~rccnt -~nd 
Pcnnsylvanic' " - ~ ' s s~z.-oentns of ~n~,e percent, if you think the,t, is good 

let for no.tion~,l ~J.cf~ns~, US ]mVe it. i gm in f~vor o~ majority rule° 

GZ}T£P~_L McK!iTI/SY: How much w~,s it you s~,id t]'~ P~nnsylwni% %nd 
tRc I,E',; York C~nt2.~! br.u.lud of the tot~l volume? 

~"~.=~. YOUNG: I would s~y"" 18 to 20 Derc~nt on freight tr~ins ond 30 
t0 35 percent on ~ ...... 'n¢'e'~ trains. 

G~Ti~RAL McKINLEY: C%rryin~ tL-t big volume, if they only re<de four- 
tenti~s- of on-~ ~erc~nt ~d o" .... . ~ _ ,~L~-~ntl_~ of one p~rcunt, then eliminating 
th,%t p%rt, what did the rc.%t of them crrn which will m~ke it more than 
tlp.t? 

HR, YOUI,7G: The who],e industry for 17 years has avers,ged 2.7 
per cent. 

• GEI~JP<4L HcKIITL~Y: But I ~y,~° ts]{inJ, their .chunk out, what did the 
rest of them earn? 

HR. YOb~G: The Pennsylv~ni~ ~nd the N. Y. C~ntrsl ~rned 2.7 percent 
over tkg, t 15 years also. It was only l~.ter on theft they begs~n to be 
pinched. On th~ ~vEr~,g~ they perhaps di~ better.over the 15-yc~;r period 
th~n t~1~ other railroads. 

C--~T~ HcKIN~Y: Yas that the average railroad or do you. mean that 
the avers~ge was 2,7 percent? 

r 

P~. YO~,[G: ~ither way. L~st year, I would say the industry, with- 
out the Pennsylvani2 snd the I,TEw York cnor~,l ~ar~cd four percent. 

~.~D~L HcKII~LEY: Because they are such a big chunk of it. 

14R. YOuths-. That is right. But that is only one year° For 17 years 
they have had 2.7 percent and. ycu c~n se~ what has happened to ecf~i~mcnt. 

G~TLRAL T," . . . . . . .  ~r~n,~ their net • ,~cKI~mm~. in financin~, when you ~:.rc ~" " g 
worth, do you fi,~urc the ec:fai{:,mcnt trust g en~ all those things7 

-,[P.. YOLZ[G: I sJ~ figmring on th~ valuation which the IOO said was a 
sound w'.luation base4[ on 1913 values. }#or, values ~re two or three or four 

times th£t today° So if you figuru it th<~ v my ~h~ motor companies fi~r.e 
their vo.lu:;tion, on todayls valucs, it might not be mor~ th<n one percent 

: 1 6  

• " ,  ; 2 !  " " ' 2  ' . . . . . . .  ! ; " 



. . .  . - . .  , - . ,  ~ • . ¢ . . :  . :  , - . . .  ~ - . . .  , 

' ' : '  : ' - '  -:+ , ' c  i,  ,'~ " i . :  ..':Y . r  . 

lJ '.:.g ::~- - . " : - . . :  J ~ ".' U ".:.::." '2 '.::-'..~ :- 

f-; .... 

Gi~I~ERAL McKINLEY: :~q~t ~as going on there for 15 yes.re? If you P re 
finencing new eouioment with equipment trusts ?nd figuring all th~ p"ym~nts 
in, with the emortization end interust pr;yments goinc.: in ~+s ~.':pense, the 
percent~+ge of ecrnings th~+t you reported ~.s 2.7 doesn't he+re to fin'~mce 
your equipment, does it? 

i.~j YOUNG: In the fin~,l ~m~.lysis n~w equipment has to be financed 
either by the Government or by ~arnings or by new capital. Now for 17 
years therehas been no new capits~ coming into the industry at all. For 
the ten y~ars ~fter th~ late war we were able to build up the railroads 
by virtue of some five billion do].lsrs of new csy2ital which t~as raised 
In the twenties. But, now, for 17 years, under this fostering by the 
Commission, w~ haven't been sbl~ to find anybody foolish enough to buy 
railroad securities. You c~nnot finance a railroad tod~y. You cennot 
finsnce the u~p~nsion of.this terminal here today except by.bonded debt. 
You cen't finance it by venture cs~its,l. ~verybody is through with r~.il- 
roads. Why should they put money into railroads when ~hey can put it in 
buses nd ~irlines ths.t get rate increases through in two days? 

C)JESTION: ~m. Young, I sm ~. little bit h~zy .~bout this c~r s~.orts+g~. 
At the oresent time ~ze ho.ve r c~r sho~+t-~ge because we h~ve s, period of 
prosperity. But sur, posing next year we h?.d s, depression~ then apps,rently 
~;e wouldn't have a car shortage. If wsr came ~..long, we would immediately 
have ~+ c.~.r shortsge again. ~,'+~st I would like to knotv is whether car 
shorts.ges s,ctually are figured on eaq ever-all basis over a period of 
ye,~rs of having a minimum or s. maximum number of cars available; and also 
~'hether during a depression the Gcvernment should either purchase direct 
or m~bsidize the building of freight c8rs so that in sny emergency we 
woul¢~, he ve them available? 

~ . ,~ .  Y0b-i~G: I would say this: One of the most certain ~Jays of 
gettin~ e depression is to dec, rive the rs+ilroads of rates so that at the: 
least sign of declining business railrosd me+nagements will lay off employees, 
~,:hich they t~zill hs,ve to do in order to me~t ~'~ne~r" pay rolls+ So the surest 
t Jay to get s. depression is to deprive railros.ds of rates+ Th~ surest way 

~,~,v~ng reserves of ecuipment to meet a n8+tions+l emergency is to ms.ke 
the railroe+ds healthy, so tn(.t they are ,~illing to create reservoirs of 
c~+rs to me~t ~m emergency situation. , 

~ven there the AA.R is bac.h,zard. I don't kno~J whether ;~ou follo';~ed 
those per diem proceedings ls+st year in Congress, t~hich crew+ted a lot 
of publicity,+ but the err rental per de+y which one re.llros+d cherged 
another for th~ use of its cs+r wl:e: ,~. it ~rss off line w.%s r+ doll(~r c, day. 
Ths+t t.zs.s back in 1920. "+~qen we entered '.~orld W~+r II, although the cost 
of t~l:i~g csre of th2t csr hs,d gone up e. greet des+l, it w2s stilS. $1.10 
s+ de+y. The C&0, hs+ving been forehanded s+n@_ built up its c?+r supply, ws.s 
interested in getting +? f~+ir rent~+l for its c.-'~rs. It urged ths,t it would 
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stimulate the ordering of cars by these railro,~,ds that were short of 
cars by these railroads that were short of cars if the per £iem were 
raised u'.? to the economic ~ost of carrying the cer, which we figured was 
a minimum of $1.60. Finally, after a great deal of pressure from o~n-, 
gress, the Commission raised the rate to $2, which wouldstimulate rail- 
roads to build up their car suo~ly because ~"~ _ .. ~:.,,t v, as somewhere near a fair 
rentalj 3ut the }~_R group of railroads is out to spike that now. That 

" factor alone ~,~ould help stimulate the purchasing of cars--and the Com- 
mission had to bc forced by Congress to do that ea~d the ~_a~R had to be 
forced by;public opinion. I think the AAR is against it today. 

Now, I am not talkini< about subsidies. I am not askin@ for subsidies 
for railroads like airplanes, buses, trucks, and waterways. All I am 

• . 

asklng is ths, t they b~ given e halfway-decent bre~-k. I ~m not even asking 
for a whole break. ~ive them ...... t~ ,~m,d these railroads will go out and 
buy eafaipment. They wil~ go out and protect this country in an emergency. 
~hey will b.e.ve surp.lus ec_uipment. They will maintain their secondars- 
!ihes at a hio~her standard than they need for routine business. But 
t~ev.. . are not going to do it today. We are having toc!ay communism by con- 
-~" 
• ~scat_on~ i thought we ~.~ere fightin~ com,..nunism, but apparently we are 

noto 

G~g~R/~ McKII,rL~Y. Mr° Young, you did~Tt d i s appo in t  us at  a l l  I 
certainly want to thank you very much indeed for all, of us. 

(9 Feb_~s~ry 1948--450)S.  
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