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DOME STIC TRANSPOPTATION IN - WARTIME

9 Jgne 1948

LT. CCLONEL TEMPLE: Gentliemen, we have as our guest this morning,
Mr, William T. Faricy, President of the Association of American Qailroads,
who 1s going to lecture tec us on the development of the organization for
the control of transroruatlon in wartime, where the railroad industry
stands today, and wha® 1t requires. ik, Faricy.

MR, FARICY: Colonel Temple and gentlemen of the Armed Forces: To
an old Army man like myself there is no greater pleasure and no ~reate“
privilege then to mest with & group of men of the Armed Forces. Whenever
I get on a military post it just seems like yesterday that we had the
events of World War I. When I come to a school like tnls it takes me
back to the school at Fort Snelling, kinnesota, in the sarly summer of
1917, or the Infantry School of Arms at Fort S5ill in the. C“rTv fall
of 1917, or the Third Corps School at Clamecv and the Division School at
Gondrecourt in France in 1918,

The importance of transportation in a war economy , of course, cannot
be overemphasized., I think we could sum it up in the words of Colonel J.
Monros Johnson, head of the (Office of Defense Transportation, by saying,
"You have no more of anything than you can haul."

My talk will deal prinecipally with rail transportation, first because
that is the type of transportation with which I am more familier than I
am with other types and, secondiy, because it was rail transportation
which had to bhear the brunt of the transportation load in Viorld Var IT
and presumably will have to do it in Vorld War III, if we are so unforiunzte
as to have a World War III, This, of course, is not to belittle at all
the tremendous *mpowtanCG of other forms of transportation.

We have in the railroad plant 28 billion dollars invested as of
now. It is interesting to note that in streets and highwavs in the last
25 years there has been a 40 billion~dollar investment made. We have,
of course, the finest system of highways anywhere in the world, just as
we have the finest systems of railroads in the world. It is interasting
also to note that in the field of inland waterways two biilion dollars
have been spent in the last 30 years, In airways, 1noludwng alrports, we
have spent a billion dollars in the last quarter of a century. Ve now
have 2 great network of pipe lines, on which a billion doliars have been
spent. And yet in World War II, it was the railracds that were called
upon to handle 90 percent of the war freight and 97 percent of the organized
military travel. Even today the railrocads are handling two-thirds of all
of the inter-city transportation of freight.




unimportant factor; that service is the paramount thing. So our experi-
ment does not ernd just with the comparison of the cost but extends to

a comparison of what you men as members of the Armed Forces are most
interested in and that is the relative service. But here sgain we find
a tremendous contrast between the two wars.

11 of us who are old enough to remember Vorld War I will recall
the chronic congestion and delay that we had in our freight service
particularlv. Two mistakes were made in World ¥War I in the handling
of freight transportation. The first mistake was that the wivh*
issue priorities was given to an awful lot of people in the A ~meﬁ Services,
By their mere fiat they could issue priorities for anything that they
thought should be given preference in movement.

Now, that resulted in a tremendous amount of congsstion. Any hime
you get into the kind of priorities where you have more then one source
or one agency issuing the priorities, you are going to have different

viewpoints reflected in what should be given preference and what should
not. That is something not limited at all to war operations. I recsll
that in February of 1937, I believe it was, when I wgs with the Chicago
and Northestern out in Chicago, we had an unusally severe winter and
all our yards got tied up, not only ours but our competitors' yards.
A lot of our shlppers got: panicky about particular czrs that were
tied up in the middle of big yards with a lot of other cars. Cur menage-
ment at that time was responsive to pressures from important shippers
who wanted their cers moved, angd +hev started issuing orders that cer
number so-and-so would be potten out of eucn—and-—such a yoard as a matter
of priority.

Well, you should have seen what happened in those yards. Then =
car is in the middle of a yard, the crew has to pull the track, has to
pull one ¢ar out 2nd shove the others back, and you just get that yard
211 tied up in knots. That happened to us there in February of 1937 to
the point where for that month we had an operating ratic of 102; that
is to say, for every dollar of revenue that we took in we spent & dollar
and two cents just handling the freight. That is the kind of thing you
get into when vou have priorities, and that is the thing that hzopened
in World Var I. : o ‘

.

I -said there were two mistakes. The other mistake was that freight
was sent to the ports, particularly the congvsted Atjentic ports, with-
out any prior assurance that a ship would be available there to handle
the freight. There was no assurance before the stuff was shipped thatb
it could be promptly unloaded at destination. The result of that was
that tens of thousands of freight cars stood at the ports and in sidings
and yaerds, backed up from the ports under load for long perlods, being
used as warchouses, instead of being promptly unloaded end sent back %



You will recall that shortly after Pearl Harbor, when the German
submarines began sinking tankers off our southeastern coast, the normal
movement on the Atlantic seaboard of tankers came to a sudden stop.
There wasn't any Big Inch or Little Inch pipe line in existence to
take over at that time, and the railroads were asked whether they could
handle as much as 200,000 barrels of oil a day to the Atlantic seaboard.
My predecessor, the late John J. Pelley, said that the railroads could
do that and would do that.

One particularly highly placed critic of the railroads, & cabinet
officer, openly snorted his disdain at any such assurance and said that
the railroads couldn't possibly do that. It is a metter of history that
before we got out of that movement the railroads successfully movad a
million barrels of oil a day to the Atlantic seaboard, to the salvation
of that pert of the country.

I cite that because it shows the resiliency that there is in this
reilroad industry. You can't judge railroad performance or what you are
going to be able to do merely on population statistics of numbers of cars
or nurbers of locomotives or things of that type. You never know what
you can c¢o until you have to do it. That oil movemecnt was organizad on
whaet we call symbol trains, where.a solid train would go through with
all the speed with which you can move 2 freight train safely. lost of
the empty cars would move back the same way over the reilroads. Every
railroad had the same symbol and knew cxactly what the train was and why
it had to be given expedited movement.

Now, so much for those two laboratory tests, which to me bring the
inescapable conclusion that the thing for our country to co- in the event
of a third world war is to have the railroads operated by their owners
and not by the Government. That is not to say that there should not be
some agency in the Government to supervise this whole matter of trens-
portation. Therc should be. Looking again for the answer to the experi-
ence in World War II, the Office of Defense Transportaticn did a magni-
ficent job. Its representetives did a particularly good job in the later
years of their work, after they go 2 chance to sift down -their organization
and get some experience. : '

e would recommend that for the next war we have the same type of
organization that the Office of Defense Transportation had at the end
of the late war. That means a rather small but pretiy thoroughly
experienced staff of people, people who are accustomed to dealing with
‘the existing agencies of transportation, people who are accustomed to
working with the Interstate Commerce Commissior, people who zre accustomed
to working with the Association of American Railroads and the Amcrican
Short Line Railrcad Association, both of which asscciations were availed
of a great deal by ODT in World VWar II.
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Of course, nobedy in the railroad industry made any complaint
about that, because we recognized perfectly well that after Pearl
Harbor the big problem was to get the steel into tanks =nd guns and
bayonets, and that it was just our job as transportaticda men to get
along with whatever could be spared to us after the requirements of
the Military had been met., So we had to go through the war with a
pretty small supply of freight cars. We didn't get many new cars.
We did get some., Ve didn't get so many as we would have liked or
what we thought we ought to have.

At the end of the war we had a great deal of difficulty in building
up this freight-car fleet. As a matter of fact, we junked more freight
ars than we built since the end of the war. That is a natural znd in-
evitable result from having run the wheels off our cguipment in Vorld
War IT. AL a time when we could not get adgquate replacement we kopt

every car in service that we could hold bogether with baling wire,
figuratively speeking. Ve kept everythlnp running that could sa?elv
run. After the war, the necessity for junking 2 lot of those worn-out
cars was tremendous. We. have lost about 30,000 csrs in unit canacity
since the end of the war,

It was not until last November that the number of new cars being
delivered exceeded the current rate of junking of old freight cars.
Since that time we have been making up lost ground ot the rate of some
three thousand freight cars a month, ¥e havs been getting about nine
thousand cars a month and junking maybe about six thousand czrs &
month. The number varies. Some railroads will junk more cars one
month and less the next, but it will average out something like that.
So we arc gaining around three thousand cars a month now.

Ve would like awfully much to see this freight cer program
stepped up. We have on order more than a year's business with the
car builders at their present rate of production. Ve have nearly
135,000 freignt cars on firm orders, counting the ones where they
have been placed in the railroad shops to be built as well as those
we have given on contract to the car builders. We think that in
the national interest this program ought to be stepped up.

e have not been able to make much headway in convincing &ithe
the steel industry or people in the Government cther than Colonel
Johnson that this program should be stepoed up. ©Colonel Jchnson
thinks, and he has been very vigorous in his assertions, that we
should get that up to 14,000 a month. We haven't been able to reach
the much-heralded program of 10,000 a month., I don't think we are
going to reach that 10,000 cars per month under the present way that
the program is being handled.




Then, of course, under the spur of necessity you lcarn how to get
more use out of your cars when you haven't as many of them. One way
or another, whatever comes, these railroads are handling it. They
will handle it without strain o°nd without car shortages if thoy have
an adequate supnly of steel for new freight cars in the months to come.
They will handle it with strain and with a car shoriage, but thoy
will still handle it, if thev do not get the adequate supply of steel
thot we feel we ought to have.

Now, on this rail question, we had some under-maintenance during
the war. Ve are trying to get at that now. Ve haven't so much rail
as we think we ought to have. But that situation is improving. The
rights of wav 2re not in too bad shape now, znd they will be betlter
by the end of the current summer,

On the 0il question some uneasiness has been expressed in many
quarters about the trend toward dieselization of railrond equipment,
the fact that we are using more Diesel oil. :4s time goes on, planes
are using more gasoline and cther componcnts of our industrial structure
need more oll. It is interesting therefore to know that the Diesel
fuel consumption on the railroads, notwithstanding =21l the diescliza-
tion that is taking placc, takes less than one percent of our con-
sumption of petroleum in this country.. On the basis of last vear's
operation the amount of railroad Diesel fuel used was less than one
percent of the petroleum consumption in this country. Keeping our
perspective on this, the amount of oil used for household heating and
other types of heating took 15 percent of all our consumption, or 15
times as much as the railroad Diesels took. And if the railrozds were
entirely dieselized--we think that would take about 15 vears more--
we would then be using only about two-thirds of the amount of petroleum
that 1is used right now for the household and other heating.

 Another interesting thing about this dieselization is that if the
railroads were completely diselized, if we did away not just with the
coal-burning locomotives but with the oil-bubning steam locomotives,
the railroads! . consumption of petroleum would not be any more than it
is now and might conceivably be less. The reason for that is this:
An oil-burning steam locomotive burns five times as much fuel as a
Diesel in terms of the gross per ton traffic that it is able to haul.
The Diesel-is so much more efficient in its operation. It has that
ratio of one to five or five to one, whichever way you want to put it,
as against the oil-burning steam locomobive. In other words, thz oil-
burning steam locomotive takes five times as much oil as does the
Diesel to handle the same number of car-ton miles of traffic,

So we think that the railroads, never large users proportionately
of our petroleum resources, should be allowed in the event of another
war to have access to a fair portion of the petroleum resources, The



Now, on the third thing, revenues, of course you . can't buy steel
and oil and you can't pay your manpower if you don't have adeguate
revenues. lhe rallroads can't levy taxes and they can't print monoy.
They have to pay their bilis out of what they take in &t the gate.

You may be interested in some figures. Since 1933 wage rate
have gone up in the railroad industry, as they have in practically
all other industries and occupations, I sheuld say, cxcept in the
Armed Services, 75 percent. The cost of the things we buy hos gone up
90 percent since 1939, John Snyder over here is printing a lot of two-
dollar bills now because it takes two dollars to buy a dollar's wort
of stuff. Now, as against that incrcase of 75 percent wn waze rates
and 90 pcreent in the cost of what we buy, ocur freight rates in terws
of ton-mile earnings-—and that is what counts with us—-havc gone up
34 percent, and our passenger fares 25 percent.

Now, just get the contrast betwecn those tuwe scts of figurcs——
wage rates up 75 percent, what we buy up 90 percent, on the one hand;
and on the other hand, freight rates up 34 percent and passsnger farcs
up 25 percent. That is too much of a disparity to be made up by the
simple procoss of tightening our belts. We simply have te have a higher
freight rate structure. It should be onc that rocognizes this para-
doxicel situation which everyore knows does not rosult from anything
but war and postwar forces beyond the control of these railroagds.

e have some hope that that is going to be done. There is a
freight rate cese still pending before the Interstate Com merce Commission.
We have had three interim increases in freight retes.  Shoy ore still
holding the case and watching developments. Ve are very hopeful that
ve will have some better breaks than we have had belorc,

Our rate of return in 1946 was about 2.75 percent on cur net
investment. Last year we got that up to 3.40 porcent on the basis
of the interim increases. ¥e think that this year, assuming no

urther cost increcases or wage increases, on our prescnt volume of
traffic it will be up to about four percent. But, of course, thot

is not enough. Thore isn't any reason in the world why the railroads
should not have the same six percent that is recognized as proper in
the utiiity industry andé othor types of things.

I come now to thc pert of the dssociation of Americon Railroads,
which I havc the honor to head, in our plans for the next war. You
had a gentleman here on 27 January named Robert R. Young., ir. Young
is more notcd for his vociferation than he is for his factual aceuracy.
He took the position that the Association of Amcerican Railrcads ouzht
to be broken upe Through the courtesy of the Commandant I have read
a transcript of whet Mr. Young said. One of the things he wonted was
to break up the Association of American Railroads.
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You might be intcrested in why this article was hitherto unpub-

lished. iir. Young has an organization called the Federation for
Railway Progress. They publish & magozine called "Railway Pr'szso.

They hit on the bright idea last year of asking Gencral Grosgs,
in the light of his great expericncc in Yierld war II, to write an
article under the title "The Impertance cf the Rallrrada tr. National
Dcfense.™  Generel Gross said he would be delighted. He did write that
article and sent it in.

The issuc of the magazine in which it was to have appearcd cane
aleng and no articlc. The Gencral let another month go by. Still no
article. So he made inquiry as tc what had happenod to his articlc
that they had wantcds They told him that therc were twe paragraphs
in that articls that they would have to ask him to delete if the
article was to be published. Hc said that, while, of coursc, hoe had
no cbjection to cditorial changes in language, he was not for onc
minute going to stend for cmasculation of his article by tﬁkiﬂg out

something that he thought material to the story; and they ccould cithor
publish it 21l or ncne of it.

o5

T“hat were the parts that they wanted him to take out? I would
like tc read to you the parts thot ik, ¢oung S ﬁ“pan1Z“t1 n anted him
to take cut. I qucte now from Gencral Cross's manuscript, with his
permission: '

"although the American railroads had less couipment in 1941
than in 1“17, it was better equipment. Their physical plant
generally was greatly improved and as an indusiry they were rmuch
better crganized to mect the emergency. In particular the
cstablishment of a streong central organization, the issceiction
of American Railroads, was 2 noteworthy improvemcnt. This
crganization, which had broad authority to act for its ﬂumb&rs,
naintained headquarters in Washington, so thet cooperctioza betweon
the Army Tra nsportation Corps and the railroads was greatly
simplified. 4&s a metter of fact, the hAssociaticn's mll;tary
Transportaticn Section was located in the Pentagon and functioned
as much as an agent of the Army as the railreads. This samc
close cooperaticn existed betwcen the represcntatives of the
Assceintion of American Railroads and the Transportation Corps
throughout the country.

"In conclusion it may be said that-the Americ
fulfillecd their transportation mission so well tho
might of the United States as o naticn in arms was brought
bear on our enemies to uChleO overwhelming victory. They tonk
in stride the ever-expanding load clear through tc the ond.
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The turn around time is the elapsed time between the loading of a
freight car and the time it is ready for the next load. The railroads
had to speed up the movement. If they had not set a new rccord, the
Job I just menticned cculd nct have bocn dene. That is why I say
again, you just can't measure what is geing to happen in railroad
performance by thinking of figures <f car population or locometive
populaticn.

Lot me say for these railroads to you men of the irmed Services
that we pledge curselves again, as we did before .corld “iar II, that
we 1ill <o cur utmest if we have ancther war tc sce that novhere in
the world will the militery nmight of America be lessened »r its strik-
ing power diminished by any foilure of reilrcad transportatisn hore
at heme.  Thank youe

How, I mey cor may not be able to answer your questicns, If 1
don't know, I will tell you I con't know, If I de know, I will ensucer.

. LT. COIONLL TEMPLE: In your discussion of manpower you ralc a
statement teo the effect that you got dovn to the peoint whﬁrc Wou
didn't even have crews to men the switch engincs. I am wendering how
ruen »f that camc about through restrictive labor practices.

BR. FARICY: I would say, not very nuch, if any, beccausz in the
yvards we don't have the same type of basis ~f pay that we have on the
roads.  Un the roads the men are paid on the nurber of miles run
or hours worked, whichever givces:ithori the better breck; but in the
switch yards the men werk 48 hours a-week, that is, 6 doys of 8 hours
each. They de that in wartime and in'peacetime. They get no overtine
until after cight hours in any one dey. I don't think the restrictive
labor practices had nuch effect in tno verds and terminels sitvation.

QUESTION: I can't recall all of tr. Young's speech., “hiy is ae
mad at you? ‘ :

LR. PARICY: In order to get the answer to thai, wvcu have toc sce
¥r, Young in action. If you cculd do that, he would furnisk sore of
the answer to your question. My impression of Mr. Young, geined fron
watching hin in action, is that-he is nore interestad 1 the linclight,
in meking startllng statements, in fantastic publicity, then he is in
anything elsc. o at the Asscciation, on the contrary, are nct so

much interested in words and promiscs as we are in deeds and performances,

o

Mr. Toung criticizoed us scverely because we den't have onouch
publicity, cnough public relations work. Iaybe he is right. #Haybe
we ought to have mere than we do. But if we de have morc, it will be
fer the purposc of acquainting the American pecplc with cur nceds and
trying to got their backing than it will be te glorify any porticuler
individual.
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President of the United States appointed a board of thres disinte
distinguished, experienced citizons to leok into thet dispute an
whither there was anything about the situetion of thosc three un
which in any way justified their refusing to accept 2 scttlemzat
the pattern that hud been set for these other uniens by the arbitration.

That beard had on it Professor Lc*scrson,’w o
National Hediaticon Board, cne of the best friends tha
ever hade It had on it PLUPUQSOT Wirta of nortnwﬂstelr Unive
was ot one time the chairman of the National lage Stebilizat

and Chief Justice Bushncll of the Sypreme Court of lichigan. e bo
hoid eetings for 33 working days and heard anything that anybody on
her side wanted to presont. &t the end theJ came in Jlt, this
recomnendations thet the 15“ cents on hour increazse was 2 feir settle-
ment for these people, with some adjustments in working rules.

Now, some of those adjustments we didn't like. They werc cxpon-
sive, e thouﬁht we ought not to have to make then, But the Prosident!
board had investigated +hu“ ond said what ought to be done; and we
didn't knoa of any bctter way to scttle a labor dispute, that affects
gvery man, woman, and child in the Upited States, than to have the
Pr651dent apprint a disinterestsd board and have them hear “otn slues
and say how this th:mg cught to be settled. So we sa J-d e will do
what the President's board has said ought to be dens. will tak
the bitter with the sweet. ‘lo will take the parts that we don't like
as well as thuse we do like. YWe will go along with thet settlement,”

The br0uhcrhﬂods sald "Noe. i won't de thet." They have been
ever since trying to put the heat on us, running to tlc White Heusc to

try to zet that bbur 's report repudiated and to streong-nrm a2 sctilement
for & greater amount f money than the board said vas f; Lo our
emplcybes and t ws ‘as employers and te the public who the bills.,

Ve have been standing pat on that, because this Ra iliay Labor et got
off the track back in 1G41, when Prosident Roosevelt went bayond the
recormmendations of the board under the same circumstances. Fresident
Hoosevelt at that time tossed the beard's report ont the window; and
these men got the idea, quite naturally, that the thing for thsm tc
dec always is %o refuse to take what the board says and come marching
down to the Vhite House, particularly if it happens tc be a political
vear, and bry to get scmething betters Roosevelt did that seme thing
tine after tine

Now, be it said to the credit of President Trurman that he is
trying to get the Railway Lebor Act back on the track where i+ belongs.
I think it is manifest from his actions that he i o +haﬁ.
He takes the peosition that he is net going to ste t hoat
on the railrcads to pay more money than his board said was a fawr
settlement,

S
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till about the time Roosevelt derailed the thing in 1942, I think by
getting these scttlements back within the framowork of the act, which
we are trying to do, or by an amendment which would make the {indings
of thcse boards mandatory, you would have the remedy, in my Judgment,
for these bad situations.

Now, I know “ou run right into opp081tloq when you speax of making
the findings of the boerd mendatory, becsusc they will szy, "Oh, this
is compulsory arbitration.! Therp is something about that plovase tiazt
people don't like. 4&nd T will admit that outside the utility ficld
outside the railroad companies, water, telephone cempenies, ond meybe
coal, strikes arc the best cure,for strikes. But when you get into the
Gtility field and the railroad field, it is entircly dlpiu ent. & don't
think that labor has any inhcront right to strike against the peoric
of the United States any more than you gentlemen have a leut to strike
who are in the srmy. I would say right now that you should unot take
away a man's right to strike without safeguarding his *osL+1ﬁﬁ by give
ing him some adeguate machinery to get the right wages and a2ll that
sort of thing. But you have that machinery in the Rcllan Labor 4cte

lly answer would be that I would rathor sce you cither get the
present act back to where it was originally designed to operate and
where 1t did operate successfully until 1941, or pass a law that puts
teeth in the Railway Labor Acte We have all these waiting periods ,
right now in the Railway Labor Act that they have in the Taft-Hartley Act.

QUESTION: I &
income, How do the
ing on your life in

-

m inverssted in the disparity betwesn outgo and
se railroads menage to keep running? Are you operat—
surance?

MR. FARICY: That is a very good metaphor indeed. “What we do
that we use what money we do make-—of course, we meke some; last year
we made 3.4 percent on cur nct investment—we take that money and instead
of giving it by way of dividends to the people who have their moncy
invested in the railroads, we give them-only a third of it and we take
the other twe thirds and plow that back nnto the p”o“ermv in the
of new cars, hoping and expecting that by that process of furnisk:
adequate transportation facilitics, by kecping cverlastingly at i
this matter of rates, we will get them up.

Of course, we are making some progress, Mr. Young to the contrary
notwithstanding.. He told you gentlemen that last wvear our rate of
return wes 2.7. As a matter of fact, it was 3.4 last year; and, a
I say, we hope it will reach 4 percent this yoore.

Now, we get by also with our "life insurance" or deprociation money.
We can use depreciation of ¢ld cars. Ve write them off; we set aside
a portion of their cost as represcating the use of cur "iife insurance.
Meny railroads have mandatory requircments in their charters that a
certain amount must be set aside for the purchase of governinent b

(,\
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MR. FARICY: I would c“rtsiply be gl-d tc comment on that. That
resolution that the Reilroad Labor Executives Association 0355@& SOl
twe wecks ago, which was widely pubwlclzeu, caliing £
operation, was 81mva a t¢ct10a1 move, and a rather y ot
thet, in the prescnt wage case. The three unions Whlbh arc causing the
tvoablb got thelr brother union men to join them in the pessage of that
resoluticn, thinking that that would scare the cverlasting daylighis
out of the railroad owners and managers. Of course it ﬂdw'* do any such
thing. We know perfectly wcell that those railroad unicnz don't wont

government OD“raLluﬁ any more thon we doe AL they need to do is
uakv 2 look at the roailvwiay mail clorks, the post office cleris, ond
compare their lot working for the Government with the lot o7 the rajl~
rod J men in woges and working conditions, and hcy w1 11 gct ‘

answer pretty guicklye. So frankly we don't take t
knowing as we do from private talks with many o?
signed the resclution thot they just den't mea
Jjust simply a tactical nmoves

The inconsisztency of whot they themselves ha on
90 percent of them had settled and thon comes thl" rcscluti
same peeple.  The story I get over therc is that this is Just 2 wey
of trying to help the three unions out a little bit. It bmsn'™ had
+

1,

hat cffecet cither.

=
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1T, COLONEL TEEPLE: ‘e cortainly thank you very much.

(28 June 1948--450)S
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