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THE F6TURE OF THE RAILROADS IN THi I:/,'.!LI~iC,,N ECONO}Jf 

16 February 1949 

DR. aSHTON: In the transportation phase of our course so far we 
h a v e  b e e n  g i v i n g  c o n s i d e r a t i o n  t o  p r o o l e m s  o f  c o o r d i n a t i n g  t h e  o~,era- 
t i o n s  o f  t h e  i n d i v i d u a l  t r a n s p o r t  a g e n c i e s ,  v#_th a vie';," to  p r o v i d i n g  
a u n i f i e d  t r a n s p o r t a t i o n  s y s t e m .  T h e  d o m i n a n t  p o s i t i o n  o f  ~he r ~ i l -  
r o a d s  i n  t h e  movement  o f  ~ a r t i m e  t r a f f i c  has  b e e n  an i m p o r t a n t  f a c t  
v~±th w h ic h  we h a v e  b e e n  d e a l i n g  i n  t h i s  c o n n e c t i o n .  ,,ie a r e  nov; i n  .a 
position to look into the future and try to see where our present. 
policies may be leading and what part the railroads may be destined 
to play in the developments that lie ahead. 

h'e are particularly fortunate in this circumstance in having as 
our speaker this morning a man who has devoted/practically his entire 
life to the railroad industry. In a r~cent editorial commemorating 
th~ hundredth anniversary of the founding of his railroad the state- 
ment was made that he has b~n "one of the most accomplished, pro- 
gressive, and courageous administrators and business statesmen who have 
ever devoted their talents to railroading." 

• In addition to his position as president of one of th~ leading 
railroad systems of the count~, h~ is also a director in important 
industrial and banking institutions. Because of his ~,ride cx#crienc~ 
and broad understanding, he ,~as r~tain~d by the. Gov~rnm.~nt during the. 
period of our preparation for the past war as Transportation Co~nis- 
sioner to the Council of National Defense. 

i am happy to present to you no~ ~,Ir. Ralph Budd, President of 
the Chicago, Burlington and Quincy Railroad, .he ~,ili discuss .ith 
us this morning "The F~tur~ of th~ P~iiroads in th~ American Economy." 

MR. BUDD: Dr. ~.shton and gcntlemen: I suppose you r~alize how 
difficult you make it for one to live up to such a fine introdaction. 
Neverthuless, I want to thank you sine<rely for your kind refgrenc~. 

The "National Transportation Policy ''I of 1940 ~utlincs certain 
things to be don~ and states tha~ these ar~ "all to th~ end of 
developing, coordinating, and pr~s~rviqg a national transportation 
sys%em by ,,'at_r, highway, and rafl, as w~ll as 0their m~ans~ adcquatc 
to m~et the n~ds of the commerce of the United otatcs, of' the 
Postal Survice, and of th~ na%ional defense." The Nationa! Security 
Act of 1947 created a National Security Resources Bo~d; its function 
shall be to advi.se the Presidunt conc.~rning the coordination of' 
mili.tary, industrial, and civilian mobilization. Thus Congress has 
given formal recognition to the close r~lation between military and 
industrial organization and development. 
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From our exoeriencc in the recent :;or!d ~:[:,r wc !.~ow that rail- 
roads are such universal carriers that th;w do not need to bc "con- 

verted" in ordcr to mal,c the shift Srom transporting for v.:ace to tr~.ns- 

• CO,:..~.O.~l ~_.~o to ~ov~d ,?,r@ ~'~rv portinov for ..:mr. Of course~ the ~ ~" ~ o be 
different 5 the length of ha~'.~l c~nd handling required ar~.' di±'f:~.rent too~ 

~ t~e .oea ce tiv,.o but I believe that if "..,~e have adequate capacity for ~]. of ~< 
activities of the country, we may f(.'<.i secure as regards freight trans- 
.oortati°n in the" event that production .shovJ.d be diverted ~.~rge,_. ~2 ~ to 
~.._ ~,,_~ the sinews of war 

it ms not so oh~ious that ~ ~ ~ the ~ ~'"~ • r .... ~.ro.~.,.~ have amole cu.oacitv 
. t.~e., ~,:~ould in c~.~<; of ~a~ for peacetime travel b~r rail~ ' [~ ~ ~ be able be t~kc 

on all civilian travel~ including th~.t incident to war~ and~ in ad@ition~ 
the, movement of troops. This is becuuse in peacetime the vast bulk cf 
trnv ~ in America moves by ~"- .... and if~ as '~ , ~" n_ppen.~.c~ in the recent war~ 
rubber and ,_,o~-~-olinc restrictions should, prevent most of ~h~;,t t'~Tc of 
movcm~.n~ rai].~,~ay its.ins would bccomo gr~at!I overcrow'dod Of course, 
another ..;ar m~.~.ho not necessitate the same r~.;strictions in the us~ of 
automobiles. 

Since 1940j u~hcn the National i-rcparc, dnoss P~o~r.'.::.: v.~.s first 
launched~ then during the v~-ar~ and since~ the co'~nutry's min~..s~ farms~ an( 
factories have produced at an un~rcccdentod r~te~ an,~ ~&eth.'.r it has bccr 
for peace or ~..~ar, the railroads have .h~.ndl~d a larzer share of that pro- 
duction than they ~,..'cre handling b~fore the ~:u~r. Our concern is that 
nothing shall ;~ppcn which v:ill pro.vent the railroads from keeping un 
~.~th the progress of the co~mgry~ .and sradually improming their properti< 
and scr-~.ces. 

Railroads usu a physical plan% which is the res~.~t of evolution 
cxtcnding over mor,'~ than a hm~drcd yccrs. It consists essentially of 
fixed property, that J.sj roaO:.~ay and structures, and of the locomotives 
and cars ~,-hich re, eve ow;.r th~.~ trTcks. Rai!ro.-:d~.~ differ from most indus- 
tri,~'s in t-~;o imoortant r.-spcc'~s: First~ th<; r?.ilros.d plaht r..oores<.'.nts 
an. eno~.ous, net inw.stment~ suhs-t_Tntially over' 20 billion dol!.~rs] and~ 
~-econdly .even • .... ~ from th..~ ~.mpracbic~bi!itv of fmnanc~ns such :n 
undertakin~j th.:; trclcendous amount of labor r<.~pr.;s~nt~d; and th<~ huge 
quantities of mat.%rials and suop!i ~s of .7].1 kinds embodied in the plant 
m.Tkc it out of the question to have any i::mediate or exceedingly rapid 
re~dsion and reconstruction of the D.hy'~ical properti..;s. There would be 
no economic justificution~ and the country co~!d not afford~ to scrao 
billions of dollurs of property wbAch is usefully .~mployod and affords 
the best transport~.ticn service thus .far developed, simply i,ccauss some- 
what better results cot~!d b~ achieved if~ by mo.gic~ ,?n cntire!y new 
plant co'~d.{!, bc substituted which ~;7ould embrace all the most recent 
developments of science and industry. 
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Another and closely related circumstance is the fact that, wh:Ll,;. 
,he volume of fr,~ight ~nd passenger business h~ndl~d by th~ railroads 
'luctuates ~idely over a p~riod of yaars, it is physically impossib!c 
io adjust the size of the railroad plant ~o th~se fluctua%ioas..Unlike 
lost industries, the entire ~xisting pro~.er~y must continue to be 
~perated, even though traffic may greatly diminish. Tr..in. servicc can 
)c some~hat reduced, in a ~riod of depr,~ssion, but some. tr'iin s~rvicc • 
~ust bemaintained over all lines which are not to be abandoned.. Th~ 
~act that the extent of the. railroad plant is ra%h~r rigid .~nd unyi-~iding 
~lmost inevitably subjects Lhc railroads to criticism for a~lays in 
~urnishing cars and for inconveniences in times of p~ak tr:affic:, and, 
zonversely, to complaints during periods of depression that ~.he rail- 
toads are overbuilt. 

.- • ° 

Duc to the physical, limibxtions just outlin,~c, th-~ only feasible 
~ethod of providing adequate and efficient .... ~: tr~ns~or~-~on and of 
adapting th~ railroad pla~ to the gro~ing and changing needs of th-c 
country is t.o do so~:~gradually but continuously. It is improvident.~ 
if not impossible~ to let the plant deteriorate for some. ~:cars.and 
then try quickly to place it in condition to -ncet.son~e.~,rcat e:..~rgcncy. 
From the military standpoint, it,,ould be disastrous. Not onl~ -,,,ould 
it take som~ time to build .up th~ railroads if they wer.t p,~rmmt~ to 
deteriorate, but, in the event of ,~ar, th~ necessity for n:..~n~lin~: 
great volumes of freight ~nd p:~ss.~nger traffic would coincide with .: 
pressing demands for steel, iu~Socr, and other mat,.~ria!s for t]-..z :at 
effort. ~ 

[ 

• • . ... . 

The terrific physical strain upon th~ railroads durin~ j th~.!:.st 
seven years, v~hen it ~as so difficult t<o s~curc labor and mat,=ri~is 
necessary to overcome th~ wear and t~ar upon tl~m, .h~-s r<sultc~ in 

4-~, n deferred maintenance ~stimated b 7 ~ int~.rstat~ Co~.~rce Com,~is.')ion's 
Bureau of Valuation as of 31 Dcc,~mb~r 1948, at 560 million dollars in 
the track accounts (ti~s, rail, track .n,,~.l~l, a.nc ballast). This 
ao~snot mean that th,~ railroads ar.: in d~ngcr of-brcakind- dora, or. 
that operation is unsafe, but unless th.. condition is corr~ctdd.a 
~ar ,,ould find thc railroad plant l~ss able to make a iong-sust.'~in~ d 
maximum :ffort •than it should b.a . . . . .  

To make this clear, th~ r.'~i!road is, r.auc ap o£ iltcrmiiy millions 
of separate items brought, together in such t~.~rm,~r as to functicn .as a 
transportation machine. The durabi!i.ty of t,hc w-rir>us ~<rticlcs cmoodicd 
in th~ plant varies considcrabiy. Steel hnd .masonry b-~idges kava a long- 
life span', Tr~stlcs and simi'lar structures i&st for a number of y~ars, 
depending t~ a considerable cxt~nt uoon ~,h.~tn..r -~'~ -v ur,~ of timber or of 
concrete, stone, an~ ste~l. ~r~c..< r•zi.ls ,~r ...... r-iy•-,-ast for manj ~,/.~ars~ 
although quite generally they are not used in th~ s.-'.m.c place throughout 
th6.ir lives, but ~ua y start Lh~il" ~,~:'~c=", on a .... ~nuin lin.~ and .... t~ b,s 
relaid on sor,~c siding or secondary. ,Dr branch line. ' fhc llfe of rs.i!r.:)ad 
ti~s is extended far b~yond ,.;n.~t -~,as txperienccd some y-~ars ago, duc 



chi~f!y to thrc~ things: .~_rs~, ~nc~o~n~_y cff,~,c'siv~ trca-tn~nt--4-,-, 
.ood pr~;servntives: aided by pre-adzing and boring th~ ~ics; secondly, 
us~ of adequata tic ~,lat~ss to ~rotect agains~ ~-e.-ur; and ~-~'~n,_r.,~y,: ~" 
strcngthening the oth-~r ~lements of th.~ track by better drainage, 
ballast, rail, and fastsnings. 

One of th~ great forward steps is -~hc m~.chnnization of track 
upkeep. On main iincs, maintenance of th~ roadbed and track is done 
mechanically %o a large extent. I{~aw~ rails are no longer lifted by 
muscular effort, and tics arc not al~ays tamped by hand. The. ~ same is 
true ~ith pullin~ and driving ~.f spikes and tightening of bolts. 
Zcchanizati.~m of r.~ilroad maintenance results in bjtter tracks an~ 
smoother riding trains. 

Th<~ railroads have b~n improw.~d and changed throughout %he 
years, partly as a r<~sult of th,~ :- ~" .~ c~naln~ n~eds of industry :.rid 
agriculture, and partly becaus~ better m-*.t~ri:_is and devices became 
avail:~ble. Relatively few of th~ changes s:;pcrstely considered are 
sp.~ct'~cular, but there has be~n a gradual process of bettcrmnnt ~,hich 
has contributed greatly to d~cndabie, safe and economic-~l op:~ration. 
• nere may appear to b~ little ~f['~.rcnce between new r:Als of t.Tday 
and those used 15 or 20 y.~:ars ago, bu~ th~ difference (n<ists and is of 

• -~o~ only are the. new rails g~n<~rall~; heavier than great significance " + 
those they replace, but advances in mctailur~_D ,~ and methods if manuf.~ctur . 
have provided us vrith better and stronger material, of more uniform 
quality, :rod less likely to contain hidden fla~vs; more scientific 
,ficsign of the r~ils h:~s made it possible, for any given weight of 
section, -to construct ~: rail which not only ~ili ~car better, and 
protect the. ties and roadbed from un,Ju<: ~::~chanical strain, but v~ill 
furnish a smoother and safsr ride. 0f almost equal import nnce is the 
fact + ~ ~h~-~ angle bars ~ . ~..)~ t;n~ new rail s~ctlons arc so sup,~rior to the 
older ones that the rail ~.4.~nt,~ d.w~-vs~ th.~ "~vc:~kcst point in trac ~ h~s 
be~n strength~ned rcL~tiv~ly more than th~ r~-i! itself. Ther:. is also 
a trend to=.~.rd a long,.~r r.il~ ~hich of cours~ reduces the nurf~er of 
joints. 

You may b~ particularly intcrcst,~d in th~ bc.tter and safer operutio~ 
through improvements in signals and co~.-.munications. One of the: more 
import~nt steps has be,~n incr~.~s~d us~ of c.~ntraiized traffic control. 
~.~erc this system is install,~d~ it matc.rial!y increases th~ c:~pacity 
of a single track to handle traffic. Sv,!tches an.] signals are controlie~ 
by the train dispatcher, no stops being n~=cessary to open ,.Tnd close the 
s-~,-itches; indeed, even train orders are not necessary since th~ trains 
move wholly upon signal indication. ~,..'.oreov~r, through th,~ c~ntraiizatior 
of control of trains :.nd th~ accurate kno~-~ledge of th~ position of all i~ 
the control territory, not, only facility but s~f~.ty of operation is 
~nhanced. In 1929 only 341 mil...s of Centraiizcd fraffic Control had 
been installed on all steam railroads in the country. Now, such 
installations cover more than i0~000 miles of road° 
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The r:<ilroads ar~ engaged in suRpi~mcnting their t~!egr:.<ch und 
t ~ i e p h o n e  s y s t e m s  b y  i n s t a l l i n g  r ~ d i o  c o n m ~ u n i c a t i o n  _,t t _ - r ~ i n a ! s  =r~d 
on  t r a i n s .  ' fh~ v ~ l u e  o f  s u c h  e q u i p m e n t  i n  t r a i n  ~:nd s , ~ i t c h i n £  i~~ovL::~nt 
has b~cn conclusively demonstrated ~,ithin the last f~','~ years. The J.s,s 
of radio by railroads has be=n undur consideration and tk,~ subject cf 
~xJ~rim~ntation for many yuars, but only in recent years has it bc~n 
so dcv~Iopud and perfected as to be satisf:~ctory _<or usa in u£j-to-uay 
operhtion under actu.~l conditions. The- railroaus plan to sp.:nd :"bout 
15 million doll.'~rs on radio equipment dur{ng th~ n~xt tkrcc years, and 
there is no doubt that its use :,i!i increase uni,~ss bh~ F~de.ra! 
Co~.~unications Cmm~issicn should ..ieprivo the railro.~s of som~. of the 
radio frequency ch.:nncls no,, assi:~ncd to them. 

Sp~ding up of trains has brought about new ideas of r=l~.rL.~u~ .... 
construction and maintenance. Lhen s. gr~at man;, of th~ I railro~-d .._.~~ ~- 
were located and built, standar<s of gr;::di.~nt und cur-~ator._ wcr6 
~stab!ished ,,,hi ch -were uons~d~r,~ suitabi~ at ~hat time. ~nu threc- 
ae[~re'~ curvo w~s co~m~niy us,su, while ±,h< j .... -u~or~ curw= is :no;.," 
regarded as proper for unrestricted speed. Eor present-'Jay ]ast- 

. . . . .  th  s h a r o e r  c u ~ e s  J : u ~  r ~ d u c ~ d  - r  ~ l i m i n a t ~ d  train sch~ius ~ 

wherever practicablu in order to :-void r~ducin.: speed • "; 
time regaining it. The transition from straig~t trr..ck to circ.~lar 
curve, and vice versa, must be made . . . . . . . . .  ~- ~hr<;u~h long spirai -as,.~:~n~.~o 
Lik~v,ise, chenilles from one rate ~f ~r~.'i!~nt to another ;Nst bc cffected 
by easy vertical curves. The iinc revisions of this chnracter : ' .... J-P- IO~ V~-: 

- . 

<~ u ~ r  major operations and ~arge ~. .... ~ ..... ~xo~n~ar~s, but they ~.:ill]~rovmde b ~+ 
transport:,tion for the public '~. ~.~,~, from the -'," ~' " ~' . . . . .  ,ill 

+~ 
bo~n increase " " ~ - caF-cm~, and ruduc~ time in transit. 

Progress is b,:i.~ made, in fitting the riilr.)ad ol-~nt to h_%n.Jic 
more traf~'ic !~nu do it mor~ rzpidl/ :rod ec~m.:~c~.~ly, by ~n .... o..~. s 
the length :Jr oassing @i '~ ~" :;nd i'..h~roving d-~e /asign and opsr':tion 
of fr~,ight yards, particul,url,y at large t.srmin'.~is. Jhilu not a~nc~{ 
dev~iol?munt , much ;-r~.ater.us~ is being :::ode of '<'r~p },~rds," dec 
largely to improvements in th~ layoun o2 such jaruo- :n:d it: the use 
of "retarders" to control ~.~.:~ s;)e~d of .cars icavin~ -th-: help 

The most spectacular ch=nge in railroad operation in tht last 
ten years h:~s com~ w].zh the Liescl is cm<:otiv.~. Until r<ccntly the 
steam locomotive, burning., co~g_ or i'u,. oil, ~orc'"~m'~'~'" nLarly ,.ii of 
the motivu power for }k.~ePican ra,iro:-:~s~ in ,~ ~..~::~iv.~, fc,~ 
locations where { t was thought con,iLtions were ~::vslr..~+e , ~ia.cbric 
±o~o .... tives op~ratin~, 'v,~th power fro:,'. ::aysid.~ ,~ ,~~- " "" ,..:_~.;~o su.,:)iled bhrou~h 
a third-rail of trolley have bcun in use for :.: number ~f y:~ars. " . 
Electricity provides the rues% fi~.x~b].,~ motiv.~ power ~nu ~hL. Cn:£cst 
to operate. The Die~[;l eicc%ric ~ ........... - h~;.s t "~-,~.~ Clcxibi!it- and 
availability of" the c.iectric iocorm-tive~ olus th~ ndvanta.-o :~f 
reouiring no trolley; third-rail, or c~-,~r~i po};ir plant. The Z, icssl 
power plant is carried on ~:~ locor~.ooo_vc, r~nU can be s~n~v ucwn ¥,hcn 
the &ngine is not in service. Through so-cali~.'.d "dynamic br,<<!.ng/' 
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the L~uscl el~ctric locomotive can slo~ ao~,n u train ,ithout the applica- 
tion of braka shoes to th~ ,~hc~is--a very vaiu~<ble feature of the elcctri[ 
but not possible ~th th~ steam, locomotive. 

The first Diesel was a s~.~itch~r inst~lled in 1925. By 1935 there 
w~rc 113 Diesel units on class I railroads. The numbcr ros~ from 540 
at th~ beginning of 1940 to about 8,200 Zi~sel units at present. In the 
y~ar 1948 the olass I railroads put in s~rvicu i,A87 n~.,~ loeomotiv~s, eL 
,,hich !,~97 wcr~ Diesels, m~ny o f  th~"~ multipl~ units. The ov~r~,h~Iming 
majority of ~xisting locomotives ar= still steam, although th~ number 
d~clined froi.~ ~bout 41,O00 at th~ beginning of !940 to 32,613 ~t pr.~sent, 
:~hil~ thcr~ are now 5,640 Di<s~l locomotives. Number of locomotives is 
not a r~liable measure for comparison, ho}~over, bccausu, gcn~rully, one 
now Diesel as coupled in s~rvic~ t~kes thu place of about three steam 
locomotives. Virtually ;ii nuw motiv~ pov~r no~.~ b~ing built is Dics~i, 
except in th~ r~lativcly !imit~d el~ctric zones. There arc now :~.or~ 
than 10.7 million Diesel locomotive hors~oo.cr in service on United 
Stat~s railroads. It should bc observed that the'st<~u.~ locomotives 
r~tained ar~ generally the mor~ po~;erful ones, as indicated by the fact 
that in 1923 mv~ragc tractiv~ ~fiort of steam locomotives was ~9,177 
pounds, ~hii~ it is no~ 55,629 pounds. 

It may be appropriate harm to correct a popular misconception of 
the part played by Diesel loc0motives in consuming •available petroleum 
products. Computati.ms based on fiamres for 1947 indicate that if all 
thc ,,ark on th<. American railroads had boon done by Diesels, thm total 
fucl r'cquir~d uould:havc apprDximatcd 5 p~rcent )f th~ total consumption 
of petrolemm pro,:ucts. I m~ntion this to disp~l any i..]ctt that increased 
use of Diesels by the railroads has played or -i~l play u promin,~nt part 
in causing shortag<s of po'trol~um products. I cannot too strongly 
emphasize the fact that the r,~lativc importance of railroad transportatiol 

~ 2 r.,ade )f p~troleum compared ~ith the vsrious ..~th~r uses that ..~.~ht bc 
products, anu the outst.mding p~:rformnnco of Diesel locomotives mak~ it 
essential that Dies~l fu~i ~il bo suppiicd in ampi~ quantities if .~vr.cr 
should com~ an~ ther~ is not ~nough oil for unrestricted us~ by all users 
Th~ good p~rformancm of th~ railroads in ~orid l?ar II ~oulo have been 
impossible ,,ithoat th~ Dies~l l~comotives. 

F r o m  ~,hat I hr~ve said, it . m a y  s.cm that i a;~. a p.ur%is,_n of the 
Dies~_l locomotives. That is truc only to th~ ~xt~nt that their p~r- 
fonnance is sup~ri.)r to :.my oth~r type .)f po-~,.~r. 

Steam locomotivcs nnve b c~n imorovod [{r.~.dually during this p~riod 
when th<y hav~ b~cn suppl:-;nt~d in favor by th~ Diesels, and cxp~ri'.,t~nts 
are being conducted which may r~sult in tarbin~ locomotives superior to 
anything we now kn.o,.. If a new typt ,of st<urn or gas-turbine locomotive 
is developed ~hich is as good as, or b~tt~r than, th~ Diesel, the public 
.~,na th~ r:ilroaos -.,ill bc just that much better off. ~t the present 
time, ho-~.~vcr, Dics~l locomotives provid~ th~ greatest efficiency, 
availability, ~nd flcxioility of any motive power that is aw~ilablc. 
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They are cconomicui t o  maintain an:i, as a corollary t ° t .... , thLy : . r~  
out of service for repairs a v-~ry small part of th~ ti:'.;~. 

On the whole, the DieSci can maintain high sp,=c.]s for l~ng<.r 
distamces than c:-n the stesra locomotive, and the turn-aro.~nd ti..~ ..,f 
the Dies~l is much shorter. In ;.',.'_;king an ov::r-~ll .... + " :,'~ ±(-'o ~ ,~Cf'.~u.:~mL;, ": ipr.3 
is involved *> . . . .  ~.,un sin:ply attaining ~. high speed. ,~ith the DIdst:_, , ~ . . ~ r  

service stops are necessary than ~&th th,s steam engine. Such stops 
as must be made are of short~r duration. The train is s>oppcd ~.nd 
started mor~ smoothly and spewed is :ttained m~r,. quickly ",,. ~~n tr~e" 
Dies el. 

Improvements in track and in motive power are vit:::l for any 
constructive railway program, but ,,e also most consider uicquat:~ cars 
~,f such quality that adw;.ntage can be tr~ken of th~ other improv:;~.tents. 
~t present many fr.~ight cars ar._ quit~ old, Jn:i the. G, slo,~ d..~,~ th~ 
trains in ~,,hich they are handl~do The exigencies of the ~,.,ar years 
,,crc such that cars which in th< Prdinary c~ursc ~f events ,0ui~i have 
been retired and scrapped w~re continu~}d in service-. Such c::rs were 
not wholly s.:tisfactory, and :hcintcnance charges were high, but it 
e:as difficult to secure labor <and ma'~crials -~o build new cars, ::.n& ~ohe 
traffic to be hauled was of unprecedented urgency :;nu volume. 

at th~ height of the ~:r eff-,rt, in !9£4, there :,~~re i,~22,407 
freight cars in railrc.ud o~mership and 270,936 in ,2riw-te car iin~s~ a 
tot~l of 2,093,34]. No,, there are about 2,iv~,~'~ r,.-,~uu.j c::rs. 

The net declin~ uuring the east twenty years for all United 
States railroaus was 600,000. T.) so~:~ ~xt~nt this has b~n oif~::,.t 
]y the larger size .~f the new cars, but there has be~n ::~ l.-ss Jf 
]ggrsgate carrying cup_,city aF~,ro>:ir~atir4- ~ i5 percent. 

Of %h~ 1,839,,300 fr..~i;jb.t carrying cars ;..~,, ~~,ncd by cl-~ss i 
railroads, ,~bout ]nc-thLrd ~r.~, ] ~ss tkan 16 2~r'rs oil, ,..b.:,ut .:)no- 
fifth ,:ire over 30 ..... ~ " " r..nd t" ...... " ~ 
• j ] . L ~ .  eears " 

It is true that .::any of titu ,old cars havc.sc:n rcoui!t; but 
Lt is ~Iso true that ab_~ut 80 ...... "' .~,~u~ p,.rc~r,~ .~I th~ c:.rs h.~vc :" ...... ' ~hrough 
~ight years ,~f v.~r~J hard service. : ...... ~ [. m ~ t c :] r s 1] ~ u c.]( l ,~, ~ F. s [a v % [ " -~ o 

naintain and arc n)t suitaolc _+'.or .si~,~r:~on in hi<h-so<c ~r<].ns~ 

It is desirable~ .as soon as it is f<asiblc t,.) do s.7,, th~z~ all 
freight cars used in interst::tc comm,~mce bc equipped ,,ith the i,':~t,:st 
type air brak~s. !J.or.~ than 80 percent ou.nud by class I ~toa.fis are n)w 
so equipped. The latest design of steal truck ,,,ith st, eel .;heels. 
tubular axles, and relier bearings is .-;!so desirable :aS s~on as 
:~vailJb!e and as rapidly as purchas<=s can be fina.nced. 

TNh 77, < .'~.'~ ~J~T~ ~ .I-.-.-:~ <.;T-~ :---: 
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During the last 15 years or so, there have been advances in mctui- 
iurgy and in the use of steel alloys, made uo of c,)mposi~ions of iron, 
chromium, nickel, m,unganesu, silicon, ,rolybdenum, and ot.~'crs, which 
have greatly increased the strength of the :-:ateri:?.i :.no thus revoiut:,o:ni 
the basis for engineering design as r~gards the relo.tionship betwc:~n 
weight and bulk, on the .one hand, and strength on the ether. Thus, it 
is possible to buil'd cars that will "~6igh less, but carry :..ore frcijht 
than cars of ordinary aesign and material. Some progress h:_:s been ~?.a,.c 
;.'long this line, but not ensugh, partly F;r the rc:~son that toe Uevel~)p - 
ment occurred during ti~e depression years -nd the war years nni ~!so 
because, since the war, i$ tms b~n vc.~y uifficuit %o secure cars of 
any sort, and they have b~n ~xceudingly expensive. Or pccount -~f the 
number ~£ over-age freight cars, and th~ transp)rtt~i.m n~cds of ~hc 
countr~j, th,a railroads should put in service i00,000 or m or.u freight 
cars each year for several y~ars to come. Daring 1948 the nu~-bcr 
installed by class I railroads :..nd ra'[Ir,)a:_i-o~med "-.nd controlled 
refrigerator car companies was 102,737, v,hilc they r,.tircJ 81,659. 

The passenger situation ruquir,~s sp~ciai con~:~ent. The greutiy 
improved high~ays and the tr,;me.n~).ous number ~f private aut:)mcbilcs 
operated upon them have ].ar;'~ly. r~volutioniz~d ~:_.,~ ......... ~ _ ~ n  .... life. The 
impact has i'allen 9urticularly upon the r,:~ilroads' ;~'~zscn[r.er service. 

In the days )f hqrsedrn',m vehicles ,~n~ !(,.n~.rally 9~.,r ro:~ds , 
people were largc!y .iepcn3cnt for i:-nd trm~sp~rt.'~ti~m ap.:n th~ rail- 
roa/s. This changed raJically ~H_th th,~ advent bf th... p?.ssungsr 
automobile. It is n:)t simply ~- question of cost, :;r ~von of the 
service rendere/. Th~ aut:)mobile provides a different tvp~ of travel, 
gives a sense .of indelsendcnce from ti:actubles, ar.~: is cnjc, yc./ for its 
o~,m sake by many persons. Ther~ has rcsuiteu such ::. d~cllne in rail 
passenger movement th.'it it is impossible for the railr--.:~us, ,:)n -:~.-~ny 
branch lines, to furnish oasscngcr service except :~t a loss which 
c)nstitutes a bur.len u.)on ,ther truffic. 

During the years "o~: ~:'~< 
65,000 passenger train cars, inclu,{iug" .:ui:l::~nn c.:rs, -f '.,h-cb. vv~r 
51,000 ~ere passen:;er-cr-rr~ging ,.-ars. T.bcn thc n~:,.A)~r ieclinc:] to 
45,224 in 1940 ~n.i is about that at pr~stnt. ~.bmt 15 ~urccnt of 
th~ passenger train cars ar~ less thar~ i6 ~;,':.nrs ~ii, ub~)ut 45 i.'ercent 
ar~ 16 to 30 years old, .~.. ..... the b.~l,:,nce, .:..b,ut 4'.) ~,~;rc~no,' ~ ~ ::.re 30. years 
or older. 

i have tried to outline briefly the situsidea ",,'itf" rcgar l to the 
physical pi~{nt of th e c~rricrs. Th.s picture ..,;ul.] n:~t Oe c J:upi~tc~ 
however, if I failed to mention certain other matters ".;hich, in the 

,~t~r,~mne, th~ moiiit;7 ,,f t~:c ~..i ]- a~ogr~g~t~, ..... vitally affect., an~ ,may ...... " ..... 
roads to meet the needs of th~ Ar:a~d Forces in the ~vent .;f war. oc,:r:c 
of th~ matters to b~ mcnti)ned are conzroversial. ! shLill not att~upt 
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to argue ti~e applicable law or th~ ~isdom of various c:~urscs, but si~piy 
invite ynur attention to certain facts and their prob:ublc results. 

kith a few excep.t~ons, the railroaus have no m~.zns of securing 
funds essential, for their operation and for ad.~itional capital cxc%Jt 
through sale of th~ir securities or ~arnings frsm thuir transportati:.n 
s crvic es. 

To sell additional stock woul,i be v~ry difficult f~,r mast rail- 
rends. In the years 1931-1940, incLusivc~ cash diviuon,,is averc<cd : ~y 
1.79 p¢rc~nt. Over..61 p~rc¢nt ~i' t~ ~,~ st ~ on .. ::,c~, th~ aw~rag~, paid no 
dividends. ~Ioreove#, ' " " -, uur~n,~, part of that ,)eriJd abozt 30 pur~no~ ~ .~f~ 
the railroad mileage was in b.?,nkruptcy.and , in the reorganization 
proceedings, it vJas customary to v,±pe out the cot, men stock. Even 
during the busy years 1941-1947, inclusive, cash divilenus runged 
fr6,m 2.34 to 3.09 percent. The sale of . . . . . . . .  ~ ~ r o = ~  stock as ~ mcc.ns 
of ;r..~ising substantial sums 0f addition-:l capital may be discarded 
so far. as ths gr~at bulk Jf railrcads is c-)nccrned. 

• Some railroads couid s~l! ~h~ir.bonus ~n r.~as)nabiy at~r~ctiw, 
terms. 'Thi.s }'~ould~ of c)urse, incr.,~ase Jcbt and Izxed chad.rues. But 
the Interstate Commerce uo~mm~ ..... ssz.on repc.r:tcdly has uraC~._ railroads t') 
rc;~uce their bohded debt and their fixed charges. (S~ =~nnu:~:l Reports 
for 1933 (pp. 25-26 0 1938 (pp. 3 anl 9,) 1941(p. 2,) i%2 (_o~). 2~I, 9,) i!)43 
(pp. 24-26,)1944(pp. i3-15,)1945 (op. 19-20,)~n i946(~p. 19-21). ) in 
OctOber 1948, th~ Commissim pointed out that un::;..utur~i d e b t  of' thc 
railroads (including equipment obligations) " ..... ~" • .)~s~,.~n.~n~ in Lh~ /qun~s 
of non-railway o~,ners haJ been r~duced from ~11,880, C00,©00 in I¢;3C 
to @8,299,000,000 in 1947~ or 30.q o~_rc~nt. This has no~, bc~n further 
reduced to ~8, 000, 000, 000. Th~;sc rc.lucti >ns ~...'ei'c mcc.)mplished prim~-ri!y 
as a result of ~nancia_ rcorganizati-on s ~ curtain ruiir~ads u'n:icr th~ 
Bankruptcy.~ct an~ of debt retir:~m~nt hy other carriers. 

It would scc-u that: .... ' ~ :£ ,~uac~.-~n . ini~bt~@.ness is ~n ~shablishcc 
policy of the la~:'. ~ shoald ........ . as .~rg~ it i o::~c.<,,'nr~ s-~cp, injurious 
%.D the public, interest , tJ force th~ r.:.ilr:~ds deepest ~_ll~+- d~bt in 
3rdcr to put their physical 91~,nt in prop..,r c~ndition fully to serve 
all prospective shippers nnd tr~w!,~rs. 

The alternativa is t , o  a!i.)w tn,~ railr:,<Js ~n .)9p~r~u-~t~,~ t : ,  earn 
suf.ficient income • to .)nabld, thc:u tJ maintain their. ]-,hysical ~=~.-n ...... o in 
g o,Ji condition and~ year by year, to improve r, ml ,.-.-i.:~hpt it t.< the nscds 
of t.he N~t.x.,n. 

• rL~ilroad ~xpenscs have ris,zn much faster than e:rnin{:s. T:~ki.n!; as 
base, the investment 0f class I railr~,,ads, ..ft=r accrues ,~%o.?~cintiJn 

and ~v.ortization, yc fin] that th~-~ rate cf return avcra2cl 4.76 pcrcen% 
for th~ five years I~26-1930; 1.95 percent for th~ five y.~:rs !931-1935; 

Q -  q Q /  . 2.50 percent for th~ five ~-~ars i~36-~,~0, rn~ 4.97 p~rc~,nt f J:? t,hc five 
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years 1941-1945. The rates wer~ 2.75 percent in 1946, 3.41 p~rcent in 
1947, and 4.38 percent in 1948. These returns did not reach th~ invests] 
Instead, a substantial part of the net rail,ay op,:rating income ,<~s used 
to improve the properties. 

One reason for this is that " "~ " '~deprec~atm~n is compute/ on ~rmcinal 
cost. ~.~ith a car or locomotive, for exampl~, th~ theory is ~'~--,,~,~.~, when 
the unit is retired, the depreciation accrued durin C its lira, :plus its 
salvage value will equal its orizinal cost In pr~c~:_cc, hs~,cvcr, ~,hcn 
a r~ilroad r~tircs a car it must buy ~r build on,= to take its ~c~; ....... 
~his .ill cost mor~, than t.ic¢' the originul cost .~f the ~Id car. " 

~hat has just b~cn Said applies to the raquir~mcnt for aZditional 
capital simply to stay in business. If many dcsirabl~J improvements in 
the railroad plant ar~ to be made, still m,~re capital is needed. 

Every kind <~f productive activity in th~ United Statcs has .-,ode 
spectacular progrcs~ by introducing an,.~ ~Jcrfecting ne~¥ means of increasi~ 
output an:] makin~z better goods. This is true of farming, rAning, and 
manufacturing--th~ thre:c basic s:)urccs of material ~:~alth. The demand 
for capital to continuc this pr>gr~, of cx~o~nsi}n '.rod ~.~,d_,rnizatian in 
other industries is a matter of co~m~~on knee,ledge. Railr)ads are in 
similar need of making capital aJuitions and impr&~vements in >rder to 
give the up-to-date servic~ the Co.antry sh:)ulu have, and also in ~rder 
to take advanta:!]e of techn)logical advances ~hic.h will increase their 
efficiency ~md capacity. 

Their first and vital necd~ of c~urse, is to replace th~.ir old, 
worn-out cars un: locomotives ~,;ith units ~f thc latest typ,.s an.at~ 
add some ne¥~ units. Equally necessary, but not so ~obvious is the : 
replacing of more old track rail than has bccn d-ne, in -r~cr t.~ catch 
up ~n the, wear and t~ar du~ to th~ h , . ' , . v y  traffic since 1940. A ~-.-..~r~ 
extensive program 0f mo~.~ernization ...f sh.~s and sh):) t.)ols sh~ul~ also 
be undertaken. Nany rai!raad sho£s .:re n~t s::; w~ll equipped .)r s.~ well 
arranged as they should be, and m~-~ny r.~ilroa~ shop t J:~is urn_: .:bs.olesccnt, 
Precision tools ar,~ needed. 

Some of the improvements wnici] a r~ hi::~h!y icsir:~.blc, such as 
straightening main line, re.~ucing grades, :~n.~. easin C thc transition 
fr:)m tangent to curved track, :,r fr.:,m ~n,~ jradi:nt ~ un)tb.~r, muy not 
at once b~ productiv~ in th~ s~nse ;f a.u<ing roy<nut .~r r~ducing expense: 
and, therefore, can be made .;nly if the railroads have sufficient 
earnings, They are, however, th~ v~ry type .~f i.v:prov~.u,_nts which are 
important from a military standpoint; th=t is, they will cnabl~ the 
railroads to handle a large wJium~ of traffic at high speed. 

The railroads have only a limited c.~ntrol ~ver their r'ev~nucs an,l 
their maj:)r costs. Their revenues ar~ derived from ,~..7- , .m., ,_isn~... rotes, 
fares~ and ch~rces ; they art. subject to FeScrni ~'nd State rugui:~i,.>n.' 
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3onfronted with rising v~azes an: prices of mat.~riais .:nd suppiics, th,: 
ra{iroa'/s havc.been'c~.mp~!led to scek:{ncreas&d"{rgi~.h% ' ~ . . . . . .  ' ' ~ '  ' ...... 
The general. ' " ~ "  proceuure is {o £ilc v,ith th:e i'n%ers~= -: : 
a o~tition seeking 'autl{~,r~ty to make effective the tat'as a n ~  chhri:<s 
named therein. The Colm~issi.m cvident!~f considers a hearing n~c~ss¢ry: 

• t,~ Co:.~':issi)n's cff)rts t : .  and this results in some delay, .iespit~ ~ " ,  

expedite such hearinas In 1948, th~ -" . . . .  ~" " .... . r~l~r~aas asked f Jr an ! ~ , ~ . ~ L ~  

small increase, leaving th~ balance ,>f their pr.opos~i tc bc :/ca_-_t v:ith 
after hearing. Instead, the Cor~issioh coniucted a preliminary he:~inc, 
and granted a part ~f the interim increase s.)ught, leavin C the. rest f)r 
further hearing. "~h~- n e s t .  recent rate increase, effective ii Januar;-,. 
i9A9, was estimated by the C:>mmissi~n's Bur<au Jf . . . . . . .  ~r~n~.~rt Ec::.rz:~ics 
and Statistics to amount to about 5.2 p~rc~nt. The Bur..~au also s=id 
that, since 30 June 19A6, the Commission has a,ath)rized incrcas,~s in 
freight rates which, :on a cumul~tive average basis, have am)unt=.a to 

. . . .  /+, . ~  about 51.7 percent. For the ',Testern Diatribe, '.th< :-wera<e ~.s" '7 
percent. It shoulJ be added, h:y~,.ever, that t~i# "30 June: ~946 r'ates were 
on a prewar basis. Except f)r a sm'all incrSr~se v~.ich was :effec'5~ve 

• ' 7  ~ / . ' ~  m " .  • "~" " for some months in" 79&2 ~:n, ff ,~, the r,.~ir)=ds ~-ent thro-~h the v, ar 
'- ~ V ~ l .  r ~ ,  ,. and almost a year bey)n~ its' clSs~ at th,~ pye=,a~ rat:e ~ ~ ~.:~s, 

"la'-" b~twcen the increased coupled with th~ fact that there always is a c 
expenses imposed on the railr.~a,]s and the time ir~cr~asec rates can be 
made .effective, m.~an.s •that, in toe a:";:r~i:ate,, enor.:~ous am)unts of 
addit-,_onal expenses" have hSd to be abs~rbcd by t:h~ raiIr.,ads. In cormmon 
~,%th other rai~roa.l .~xecutiv~s, I lislii{o"to increas~ ~ur r=~,~s, fares,' 

: ~ " t h e '  "÷' ~ t . : :  C~r~tinuc anu. charges; .bdt I :kfl~w ~f fl; alternative . ~ .  r~.~r ,,-,.s arc _ 

to opecate an~ S<.99 e {he countr~j under priga%c, o,;n~rshfp'. 

' 'In its 1948 : "" ' = ÷ ' . -  ' . . . .  ' C . . . .  " ~  " " " Imnual R~port, pa';c 2, the ~n~rs~ .....,.:~rce Ccmmiss"~on 
. . . .  . ] 

discussed' rate increases wi~ich it h a d  auth6rized ~-n,i sa~d: 

"N,~ ir~:~,:~a~c alternative t . : .  i~rgc and successive 
. ~: . . . .  . . . . . 

incre~sq s. existed, hey, ever, ~ -" ' + ' ~ , "  " . . . .  have • ~ . ,  . . . .  r a~ir.~ads were . . . .  " 

th~ rtli-~f to';~hichtl)~y ; { e ~ <  entit]_~d under th$ -act ~ : n d  

• " ° "  " " ~ , , . . ~ _ . n ~ n _ n c ~  adequate ruii {;hich ' ; , a s  = s ~ n t ~ a ±  f o r  t K b  - , " ~ ' ~  ~ ~ , ,  ~ o £  

service ~ n . . p e a c e  dnd in nati:n?i ~m~.;r£.cncies." 

• The C~mmissicnals.~ said, ,,;;c. 3i 

" " "For a ntlmbcr 0!' [ r.i~:sons, ~he raiiro:'.Cs in 8..t~ir ),n . 
interests mus.t h o t " r J l y  or expect us th r:_ly s:i~ly m '  

what their cost sheets show. Ra~c i:ncreas~.s may be 
carried to a p:Ant, v;hcre th6y ar~ laraely s~..~-~ . . . . . . .  

The Co~mission, although reco~nizin3 the difficulties c :.nfr..~ntinc thc 
railroads,: "sai~ th=~g "mhcY~ n:or~ m'dst b~ ff6ne to incr~?,sc t ~ ,=, -~'~" .~ -~ , . .  . . ~  ~ _ . l . ~ _ ' . . _ ] c y  

~nd rcuuCC the •costs 4'f r.di!r:;a:d ,jp.?r~ati<]n. '' .... ' 

• , . , [ . 

.. •., .. 
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As a practical matter, the threc most ~mportant elements of cost 
are largely if not wholly beyond th< control Df th~ railroads. In 
December 1948, ~;age rates ~;ere 86.5 percent above those of 1939, ~at~ri 
prices were 123 percent, and th~ weighted average for all unit costs wa 
95.2 percent, over 1939. But freight rates w~re only 44.2 percent and 
passenger fares 25.4 percent ever 1939. The r~cently authorized rate 
increases bring the cumulative percentage up to 51.7 percent for the 
~olel country, far below th~ increased expenses just mentioned. In 
practice, the railroads have not received the full benefit of the 
authorized increases, as some of the States have not granted c~rrc~ 
spending increases in intrastate rates, an~ it is necessar~ to make 
some a~justments of the rat~s to meet competitzon and restore rate 
relationships. 

Another very important item in operating the railroads is taxes. 
In 1918 they were ~223,175,000; in 1923, w331,915,000; in 192~ 
~389,432,000; ~nd in 1938,.~340,782,000. Th~ peak ~as reached in 
1943, ~&th ~1,849,195,000. In 1947 and 1948 tax accruals were, 
respectively, @936,000,000, and WI,028,000,000, 

Measuring the work done by the railroads in terms of r~venue 
ton-mAles, we find that in 1929, the greatest p6rfOnuancc prior to 
~;orld \~ar II, class I railroads carried 447,322,000,000 ton-miles. 
The maximum effort was in 1944, when the fiL'ure was 737, 246, 000, 000 ] 
In 1947, it ~as 654,728,000,000; in 1948 it ~as 640, 000, 000, 000 . This 
sho'~ing in the face of difficulty in securing ma~rials an J supplies, 
particularly steel, indicates a considerable degree ~f efficiency. 
This is born= dut, ,>n th~ whole, by comparison ~ver the years of v~ri~a 
measures ,)f efficiency, such as ton-miles per fraight ~rain hour, 
average train i~ad and car l~ad, train speed, ~tc. 

T~vo .of the efficiency problems confr.~,nted by the railroads are 
the abandorLm~nt of unremunerative branch lin~s and the r~moval of 
unprofitable passenger trains. .[:h~n such br<-~nch lines have outlived 
their usefulness, and when the f?rm.-~r patrons of the losing pasSenger 
trains have transferred their patr~,nace t) th~ buses or travel by 
private automobile, c)ntinucd maint,~n~.nce .~f such lines and trains 
is a burden up<)n >ther traffic. In the e~se of the branch lines, quit( 
~enerally authority is secured from ths Interstate Col~'mlerce om~.issl0n 
to abandon them. The r.sm>val of passenger trains, he,ever, is not 
}~ithin the jurisdiction )f the Interst~tc Co::.uerc~ Co,~tissi.~n ~nd quit< 
frequently, wher~ pcrmissiJn ~f the btat~ .&uthoritics is r~quired, 
~reat difficulty is ex/~rienced in s~curini.~ necessary authority. 

This discussion ~,oulu not bc cm~plet~ ,~itheut some reference to 
what arc kno,,n as the "~jvernment Reo~ratiJn Cas~s.:' Seventeen 
complaints "v~ere filed with th~ I'nterstatc C~merce Coi~nission in the 
name of the United States. -hile most of the c.)mplaints state that 
the exact amount ~f the reparation s>usht cannot be determined, state- 
ments made by sp.;kesmcn for ~,he D~partment ~f Justice indicate that 
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• the .Government. is seekinc to rec.)ver 2 billion u.:~li':trs .,r -u~r,~. ,~s I 
s.a:id e~'rli~r, I shall not undertake to argue th<. ia,-, .>,r tn~ m,~rits ...f 
th~ cas~s, but, from a practical stan,fi2oint, if :~h~ O:~vern[.:cnD c.,uld 
secure judgm~ents mcainst the raiiro:=,~s for any subst.unti:.:~i p~.::'% ..f 
th~ r~paration demanded, it would impair, if not , , ; ~ s t r . i y ~  "t:.~,., :to:_iity 
o~ th~ railroads to make cxp~n.litur~s ne.cussary t.~. maintain :~',-~." impr.;vc 
their ~or-perties in such manner as to render service a£equa-bc z: .~d..~t 
the civil an<~ milita~ ne~/s .)f ~he country. 

I have %ndeav~re,~ t~> giv~ y)~ a pictm~ ~f th:~ ruiir~u.2 situation, 
)dthout takin Z ~ither a jl.))r-~y or an ..;~;timistic vi~,, just ,<r..at .the 
future halds~ no -)ne can or~<~ict, if the people o£ tn,:; c,~untry so 
edsire, they c'~'n have a railroad sys~e:n ',reich -~i!i m.ct th~ c.~r^n~in C 
and increasind civil and mili~ary n,~ds ;£ thJ country with c~nstantly 
improving service. On the ~,th~r h a n d ,  if ...ppressive l a w s  ::r~ ~macted, 
~.r unuu~ fav)rs extended t.) other an,~ competing a~.~encics of transporta- 
tion, or the administration ~f the laws is harsh an.;. uni~b.~lii{~ent, the 
railroads cannot .civ,~ as :_L,>d or as much servic~ "~s they might .,the~:tise. 
The railroads have n:~ ma~.]ic f.~rmula by which th.<: can ~y cr,:--tly 
increaseu -.,.;s~es and prices f)~ the things they buy, and ÷ .... ] , .  . _  , ~ .  ; ] . .~ :h  .,~US 

taxes~ ~ith:~ut securing ad6iti~n:~i r~vunue from th;~ir ,nly pr.),luct, 
namely transportatio;i. The desire .)f th.~., p~/b!ic, as put into effect 
by its .duly elected :)r app.~inted r~presentatives, will le~..~rmine the 
out come. 

~h~.milita~f n,.seus ,-f th~ country must, ~f c ~urs(:, be ,.=r ......... ~t 
in time of war; but it is m 2- conviction that the best. rcsuiss ,.-:.~id 
be achieved by uisturbing as little as p~ssibie th,~ %rans2.,.rta~i~n 
machine, That .is, she ~mmed F.)rces would c ~r, te closer to s~cu.rin~. 
w h a t  z h e y  ~ e s i r e  i n  t h e  ,.:.~'y o f  = . . . . . . . . . . . . . . . .  " • i f  . . . .  • ~ .~oK.: ± ,.u ul ..F~ !:,D_ej r ~ )~.l~.,t;. ~tli('~ 

railroad ~ . . . . . . . . . . . . .  ,~ .... ~n~.~,,~ ..... r,~sp..nsible _,,r~ the results,, than if the G.)v.crr~:cnt 
itself shoulu take over the raiir..,.uds an,.~ "- ~ .... to ' ;~ c,~{~u:=v.,r croL~Le _ new 

or~/anization to o;er.~te them. 

CO~i,~ HOl~NOk: i am s u r e  tn.'.<0 :.:ftcr t " ~ s  ~xc,~-l~n~ ~ . . . .  :~c: ~ - l r u  3 , q e r a  

must be s.)rr,~ quusDi ~ns :,n the future uf the ~-,:~,....ir.;.=ds ........ ,~,~.~ y..u "..,c.uld 
like to hu.ve .},".Jr. 2u~, i i  ~ n ! - : r ; . 2 e  . m .  

QUESTION: i..]r.. Bud.i, in r~garfi to th+c ~.r.Tpulsi :n ._,2 !~c.m~s~ives, 
w o u l d  y m u  c o m m e n t  o n  t h . . . ) _  _ = u n t  Ltn.fi f 'u tur~  ~ r , . n J . s  i n  i : ias " " " "  ~ '  

e n g i n e s ?  

!..:.t% BUDD: T h u r e  a r ~  s},<.o . . . .  e x p ~ r i r < c , n t a l  t , . t r b i , . < : . .  ~r,-~....<.,~,._s,,-~,~. b u t  I 
think very little is kn.)wn u'o :21. i.hc rapiditj- ~f t, ha% .ors:russ.. . At 
l e a s t  I d o  n . - ) t . K n o , ~  v e r y  m u c h  . : b . , u t  . i t .  .~ "a.ssu~.,.~ ~L:~ ........ ~ t h t ; s ~  ' ,me' " h a v e  

• be~n m~st intcrest<.< _,.~ th.r-b research ,iJ"."' h..e.ve r~ached the ~..~n~u~~ ~-~.m 
t h a t  i t  i s  n : t  ; r u i n r : .  t:_, b e  ~ . . . .  ~ - ; " :  S<,F.e o f  ~ '  :" h a v e  ~ n  

the meantime put in iar ce orders f Jr Diesel i~>c : ~ , ; , t i v . ~ s ~  I ~ " ;  ~" ~:~n~o t h e y  
would not have .i~ne tha~ if there ~,~_~ ...... bs~n a iik~iihs.,d )f t!~.. ~i.us 
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turbine locomotive becoming practical in the near future. It takes ab.,u~ 
a year ~iith the present backlogs t) get a Di~s~l l.:,com~tive if crd~r.~d n< 

I thir/<, :rod purhaps you ",ell kn~w, thnt the one ..ifficulty they 
are encountering with this gas turhin~ is the intense heat ~cn~r~t~d. 
Th~ problem is to find n:~t<is that ~,ill stan i uP t~ that !ntcnsc h~.',t. 

<-IU~TION: Lith regard to this fief erred roa:lbed m:~intcnancc, wh:::t 
progress b~s b~en made, if any, on the backlog; of m-~intcnancc th<t was 
accumula'ted during the ,Jar years of heavy fruig, ht haul? You mcntioncd 
560 rail!ion dollars as the deferred maintenance as ~f 31 December i948. 
It looked to me as if th~ whole cm~p~ry :.x~lodcd .us S.d~n as th~ snow grit 
~ff th~ ground last year. I sa~ roadbed maintenance :oing dn .=vcr2n~'hcre. 
Are ygu getting anywhere on that deferred maintenance, or is it ~s~ing 
backward? 

NR. BUDD: .~hen you say the wh>le c~untry expldded, ym .i~n't mean 
tn.} railroads? You me,.m th~ h~gh,.¢ays, d:m't ydu? 

QUESTION: It id>ked %o me as if there was a lot ~f r"ilroad 
maintenance going on alsg. 

MR. BUDD: It is true, :f c.)urse, that in the north~rn part of 
the country we have to d.> ~ur maint~.nance in the summer m~.n~hs after 
the track thaws out. I think lie made some head~iay last y~cr. I think 
ygur observation is c.)rr~ct. On the railroads ,i.~ ]id ='.;~kc s~:;~c pr ~:-r~ss 

So far as the riding qualities of th~ tracks are concerned, of 
course, labor will take the piece .)f ne~.~ rails. Ydu can smooth up an 
~Id road by the us~ of old rails. Our track rid=s well tdday dencr~lly 
speaking~ or, if not t~day, b~caus:~ ',i~ --re in the ~l...Ist £,f winter, it 
will next summer ride well a(,,ain. 

The deferred m-.uintenance which the Intcrstat,= C~:nm~rcc C,dm.nission 
Bureau referred to ~nd w~ich I have in mind is thc rcst.;rati.)n df the 
potential tonn-.s~¢e :9f rail that was ta}:en .dut by the heavy traffic. Thcr~ 
is almost a direct relati.mship between th% tons df rail that dught to 
be laid and the ton-r;-Xlss of traffic that ~-:.,vc Jver the tracks. I think 
if we laid about one year's ne',7 rail all,tmcnt within th._ next three 
years abovc what wc normally should lay, '.ic pr-&ably ;.'.~uld bc causht up 
dn the rail requirements. One y~ar's n,~,,, rail w~ul-i bc :n:~-,d~cre frJm 
one and a half millidn to tw.> milli.~,n tons; i shguld s-'.y that am,gunt 
would t~_{ke care of deferred m:intenance. 

The importance of that fr:~:7, the military stnndp,dint is that in an 
emergency, the traffic b~c)mes so very hca-o r -=nd the general deman,/ fr 
steel becdmes so great that ;~lile raiir-,ads need rail ,orse they nave m.~ 
difficulty getting it. One means df preparing for a war cmerzcncy w~.~uld 
be getting the rail laid in ~dvancc. 

IA 
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There is this advantage in not having laid the raii s:,me-.time ai]~: 
~he quality :.~f th~ rail nn, will be better. The internal fissur<;s that 
?,'ere encountered in the older rsil are practically climinat¢~ fr>m the 
]ewly manufactured rail s} far as ~ur experience goes. For that. rc<s::,n 
]he track laid },,%th new r~il ~ill be better track than it ~,ould h, uve 
)een some time ago. It is not an insurmountab!¢ thin~ to c=tch UP ,n 
.leferred maintenance in~ say~ a matter of three yea'rs~not math seamer 
]han that. 

'••QUESTION: In a recent issu~ of "Tim~" they discuss~,~ =,. c,,nvey~r 
~elt 130-some mil~s long, used for carryin([ >re. U:~ y.:u '~mticigt~tc 
'unning into comp~tition with that sort ~,f inst~l!ation, or ,:L y::,u 
',.resider that just an ~;xpericr..~ent? 

~,{R. BUDD. That seems to ;;,e a pretty l.m ~ b.~it c~nv%~r. I ]~ k.~w 
hat t~e belt convey~r has been a v,.z~y efficient ~,.'ay .~,f ~t>vin.~ ~ larce 
uantities )f ~arth an~ r..~ck )n s)mc bi~j construdti~n j }bs it:. resent 
ears'. I suppose it is a potential c~mp~tit~r. I hav~ read ab.~ut it. 
ntil the present c : ) ~ ~ : p a n y  too~( ov.~r~ I had n . . ' t  thou/~ht of it as anythin Z 

tneorc ~ c,al. : ~ r c . t h a n  ' ~-" 

QUX~STION: l.f th~ railr.~ads }{ere freed :,f all r,,_cal.~ti_m :in£ 
il.~wed to charg~ ~hatcv~r rat~s ~h:<; pl~ased, d:, y~u b~lievc that 
ncy could make m~na, y ~nc still not aban.im s.~ much •traffic th-,t ~hc V 
0uld {-~nlanger our railr)ad nctv.,ork for national ,]efcnse puro.!scs? 

}@iR, BuDD: ! would n~t favor the abandonment of all r t.~ulati0n. 
think ~;~e r, us t have regulation. I believe ~hat vith as many railr~:~<Is 
there are, so different in size and the f:mt that the ar~as "~hich 

~cy cover are so different, we must have regulation. 

I d,~ think that re~-ulati ~n jvcr the years " ~ ' ~. . . . .  c,,a~u h.Jee, been carrie '~ 
in a way that ~oul'] have bccn l,~-ss >is6rly as t:)~arnings. 

]~hat I believe -,ouid brin,c about the b~st results in the br,.]a(-est 
rose of the public interest, military an_ .,ther~is~, ~{.~uia bc to permit 
~e roads to make those rat,~ increases the,y find a'rc necessary and fsr 
~ich they make their c%ses ba~cd ,on a.~diti,)nal revenue needs, and then 
:t th~ railr.~ads bu the jndges as to ~-{he, re and wD~n their ought %o rednce 
,tee from that level to which they are p~.m~Lttcd to go. In other ~,,_~rds, 
~e rat~ structure is a plateau, which must be a~just~d .%0. fit the 
,repetition }~hc, re it is ~,~'ith th,~. provision that unremunerative rates ~uf..'ht 
,t to b e  m a d e .  . ... 

I think Zh~ best ~,ay to find .Jut :,here to [~et r~venuc and-L~,/ te 
~t it is for the Interstate Cor~...erce Commission to treat the ;.~:a,tLer as a 
nageriai function of the railroads and pcrr,,it general incceascs ~,hen 
creased revenue is n~eded, and ~h~n ic% r~ilroa.:~s r~ducc s~,r;h~ r;~tcs 
hold traffic and meet competition. They cannDt v<r~j ".,;oil fi.:', %hat 



if th~ general level is m;t high ~nouch t~ start ,,ith. In other ~,ords, 
I think there should be .m~r~ freedom in th,~ matter .:f rat-~s, but ! ;<mid 
n~t..adv~cate c~mpl~te freedom, ke need re cula%im; ~e must h;~vc it. 

N o w ,  s~)r:',~ .~f the competitors ~£ railroads are practic.~-ll J frc.~ from 
re!,.ulati~n as to rates, The c:,':.~..m carrier m th.~ hifJ'majs is imp)rtant 
but in my opinion n)t so imp}rtant from the standpoint of loss .,f rail 
traffic as the private or contract hi,zhway carrier, wh~ is abl~ to pick 
and cho)s~ what traffic vail be t~:<~n and tak~ it a~ ~,h_~v~, r:-t~ is 
necessary to ~.~ct a load b,~th ~ays. 

Then an.~th~r type ~f carrier that is : ; . ) v i n [ "  ". larcc ac.~unt of 
freight is what ~ call thc captiv~ truck. A c.~ptivc truck is part ~f 
a fleet belon~:;ing to :m iniustry ~r st..Tc. Th~sc fl~cts, Jf c ,urea, 
are carryin~ ~oods ~:.,ncd by th~ ~;,ner _,f th~ trucks. Their ~2.c.r::tion 
is a part of his business, and rates in such cases are n,'t c_:.nsi~ered. 

Th~ other thing railroads conplain ~b ~ut a ~re~t .deal is th,~t they 
arc strictly cor:~m carriers; that is, they car~, ~vcrythinj th:~t is 
)ffered un~i anyv~here it is offered. Their comp~titim ,~icks an~ ch.~-~ses 
a great deal. Alth~u{~,h they ::my b~ r'e~;arue.i as c.m~nm carriers, tracks 
find a way t:) take th~ desirable !.~oods ~d~.ich they ~.,~-mt t~ take, and t~ 
not carry some ,)f the less .]csirable business that ~rns less. 

QUESTION: ,,hat ar~ the probable upper limits to increased speed 
of ~erations? Let us take t,~o specific ~xamplcs: New Y.,rk t~ Chic~s~ 
an~ Ne..~ Y-rk t} the west coast. How much d~ y.;u think the rciiroads 
will be -able to re~:uc~ their time f~r a trainl ;al of munitims from 
New York to Chica~ -an~ from Now Y.,r~ to San Fr,..ncisco? 

MR. BUDD: The distance from Ne~ Y~rk t.~ Chicago is about ath ms-:r 
miles. The New York Central is l.m!~r than th,~ Pcnnsy!v:mia but th~ 
Pennsylvania has to go ov~r ~h~ mmntains, ~.~hi!~ th,~ N~w York Central 
does n~t. $o I think th~ two .:=r'~ ub ,~t on "~ p:-:~rity so far as tim~ is 
c ~nc erned. 

Thos-~. roads east Jf Chica[fo have s m~e~.dmt different spu,~d limits 
from these west ~;f Chicago Th~.'¢ . . . . .  , ' l  .... " . "  • , ~;,~n'-~r,~_y h.~=,~ ~n~r trains to 80 
L~Al~s an h~ur, I believe, Bct wccn ~.~ew YJrk s..n.i Chic.:.CJ Jn account .:f 
th~ l.~rge p_)pul{ticn it is possible %,~ imve service bet;:~cn p.)mnts like 
Ci~veland anJ New York and Clevclan..; and Ckic:{s~ , Detroit an.i New Y~rk 
and Detroit and Chica~]o, to tak~ care c,f that business, ruskin.,. U it 
possible to run the Chica~>.) to Nc,~ Y,~rk s~rvicu ri~]ht thr:>uch th)se 
bi[[ cities. ,,e can't ~k) that in th~ LLst. .~c hav~ to st:Jp m.~rc 
frequently, So in the East they r.akt a pretty good c.~mpa~_s~?n -,.ATE us 
on the over-all schedules. They d.m't hav~ t.- run s~ fast betwcun sty'p: 
because they don't stop so oftun. 
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If you should apply.otu- too speed to these eastern roads, 2rou could 
seduce their time quite a little. On nonrestricted track vze r,~. our 
5rains freouentl~; at 95 to I00 miles an hour 

I was talkin~ in this paper about reducing the curvature and eli'm- 
[hating curvature, about the need for doing t~hings like that. i think 
~rom the standpoint you are discussing that that is one "of the most 
[mportant improvements we could make. If you just re-lay track v/~th 
~etter rails and fix up the present lines so trains can run a little 
faster over them, that would be one v~ay of reducing the time. But if 
#ou single out a 2,000-mile stretch~ say bet~een Chica:~jo and the v~est 
~oast~ in a dozen places or more there are grade restrictions. ~Tipe them 
}ff;--make them ~nrestricted; and you coted then run a lot faster. 

On this matter of high speed maintenance, where less curvature is 
~ecessary to go to the one-degree" curve, vzhich v.~e regard as the maximum 
zurve for unrestriete{, sPeed ~ requires a great deal of consSruction u~ork. 
~he thrace-degree curve, for example~ has a radius of I~900 feet and the 
)no-degree curve has a radius of 5~700 feet. To change requires a great 
~eal of construction ~ork and gets into difficult terrain. You cannot 
~o that in the mountains, but you can do it in the plains. I should say 
~hat by shortening the distance and easing the curvature the time could 
~e reduced a day or so for a munitions train from Ne'er York tothe v;est 
~oast. 

I believe I am correct in saying that for many years the labor- 
~anagement relationshio, of the railroads v~as held un to the ~ ~o~, of the 
~ountry as excellent. Here in recent years that does not seem to be t1~ue. 
~Tould you care to comment on the present labor-management relationshmp in 
~he railroads? 

MR. BUDD: Yes'~: I vS_ll comment on anything. ! can't nroni[:e to give 
v~ith you rou the ans~erj but I v~,ili discuss it " 

u . 

It is true that it ~vas felt that tn.~'~ plans b~ ' "~;mmcm' there ~.~o~fld be 
so-called cooling-off period i~ a case submitted tO an emergency fact- 

Tinding board ~rould serve to prevent stoppages or strikes. That proved 
i~o be not the case in recent years~i and there ~ have teen strikes v;hich 
required the taking o~er of~ the railroads bv~ the military. 

There is nothing to prevent that happening acain <~enever there is 
threatened strike. It is impossible to say :~ethor it ~ill happen. 

~here are three cases before Emergency Boards and the situation might 
oe getting ~orse instead of better. 

There is one case before an ~i~ergency Board ~hich has been decided. 
that is the case of the so-called "nonops~" that is, other than the 
transportation crafts. The Board in that. case made its a~.~ard~ and the 
~v.~ard ~:as an increase in the pay rate on an hourly basle, ~.~it~ a very 
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large increase by changing the ~,.~orking conditions 2 to be effective on 
I September 1949. "-he men have not acceoted that-a:,~ard an,:" +be~r,,. ,~ ~-~:'-, 
not declined it. The 1-7card has been called back s '~.0fficiallv I suppos~ 
to clarify the meaning of the ,~':~ar ~. ~. Its members are meot~ ~'.. ,~ _ .~ in CT~c?,zc 
first -~vith one side and then ~,~ith the other. So far as I ~ov:--it ...... ,. 

a ~ ,~ ~ +' ~ '+, me t  ~ . : i th  be ~,~_th in  t h e  l a s t  c o u p l e  o f  ~mvs i f  i t  h~ o . , e . . ~ d - - ~ n ~ , ,  h a v e n  ,. 
both sides present. Th~.t is the sit~m~tion in that p~rticular case. As 
you may _~memb~r~ the most, costly ~art of that decision ,'~as to out the 
nonoperatin~, railroad man on a forty-hour ;.~eek based on fortl;-~ight hou~ 
pay. 

The're is also a hearing before an ~, .... ~.~nc board going on ".n 
Chic'ago in the case of the locomotive engineers. The ,~ threatened to 
strike unless another engineer vras put on a Diesel locomotive to patrol 
the machinery. That case is being .hoard in. C!--icago before a boardj and 
I believe they have extended the time '-,'hen the board .has to bring in it~ 
report for 4,5 days. That .~:0uld carr7" it over into April. I ti~i. mk it i~ 
safe to assume that. thc'.re ~rill be no strike t-:b~le that board is in ses- 
sion or for thirty days affter it brin6s im its findinss, But ::e do not 
knovr ~dnat ¥~ili happen then. 

Novr, the samc claim i s made by th,a firemen. They ~-,'ant to patrol 
the engine room. I noticed in the <iashington pap~,r ymstcrday th?,t the 
President has appointed a board to hear them. It r.~ill in fact b,; the 
same board. Gossip has it that the electricians and mechanicr! men are 
about to claim that they should patrol the engine room. So there might 
be tvrc more emergency boards~ to see ¥~hether rrc have once, t~,~o~ t.hrec, o: 
four. 

It is impossible to say ~'.rhethmr the railrop, d labor people are goinl 
to go back to the old plan of ,accepting Board a~,,~nrds~ or. ",:hethQr they 
¥~ili reject them~ as they did in the three cases ~'.'hen strikes ;yore put 
into effect. I ~vouldn't have any better judgment than any of you on th~ 

the subject. But I ~':il! say that v.rhi!e the negotiations are going on~ 
• , " ~.~ aionz all tv.ro sides are on good terms They discuss matters ana o~t 

ri~htj although th~,~, disagree diammtrica!i~,,. 

COLONEL HORNOR: ~,b. Budd~ on bei!e, if of the Co~:mandant~ thm staff 
and faculty; and the student bodyj I }<ant to thank you for your exce!le ~. 
present<utica on the future of our railroads in this co,±ntry. 

(18 Narch 1949--750)S. 
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