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1. The subject of transncrtation is an immensely brosd subject
of which, no doubt, many of you kuow more than I do. T dc not
think, therefore, that it would be at all helpful for me to try to
cover it all in one talk. I em going to confine myself to rsilroad
4ransportation. T am not going to touch on the trensportetion in
the Theatre of Onerations or any other matter in which the Assistant
Secretary has no particuler interest. A1) other forms of trans-
portation are more or less subsidiary to railroeds and I have no
doubt that in the next war we will see truck trains being used to
relieve the losd on importsnt terminsls by colleeting T.C.L. ship~
ments an&iby hendling short hauls and air pleanes cerrying fmportant
mechine parts and ciher valuable freight and meking deliveries to
points, where for some reason, other means of trensportation cennot
£0e

2. There are between 1,400 and 1,700 railwey companies in the
United States of which less than 200 are in Class I, The relation-
ship existing between any two railroads is usually obscure and hidden
from outsiders, but influences their dealings in a determining manner.
In the report on the New Heven feilure by the Interstate Commerce
G@mmissionf it is stated "The New Haven Sysitem has more than 300 sub-
sidiary cowpsnies in & web of entungling alliances with each other
meny of which are seemingly planned, creeted end manipuleted for the

purpose of conceslment and deception. The orgenizetion described



for the ¥ew Haven is typicel of mo<t rellroad systems and I believe
it very vprobable thet thore are complicated relationships existing
between meny reilroads generally considered independent of sech
other.

3. Pailroede ara zornorsiions existing ordinarliy under stnte
charters. The charter may be held under a state far removed {rom
ths territory served by the rosad,. The Southern Pecific for
instence, is composed of two parent corporsiions, one cheriered in
Eentucky end one in Californis,

4, Esilroads thet are not relsted to one gnother are likely
to be bitter rivals, There ie nothing more keen in the business
world than the competition of a reilroad for tounsge. This is due
te the small sctusl cost of rthauling a ton of freight compared with
the heavy fixed charges such as msintenance of way end eguipment,
interest on investment, payments on bonds, sslasriss of officers snd
agents, Increase in tonnsge heuled incresses receipis grestly as
compared with the corresponding incresse of expenses.

5. Reilroasd officisls owe their lovalty to their employers.
They cannot surrender these interests without consent of the em-
ployer on asceount of patriotice feelings of their own or for any
other consideration no matfer how laudable in itself,

6. A railroad hss a dusl neture and function. Primarily
it is & corporetion heving as its mission the fineneial profit of
its stockholders. It is also a public servant, performing a
vital service, Thesse twe services are not saeslly coordinsted,

On the one hand we heve the fact that reilroad stocks and bonds
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are the foundntion of almost the entire finencial stwueture of the
Kation, forsivg ss they do, the basis of ¢rust funds end the re-
serves of insurence companies, bankd-and other business organi-
zations, on the other hend reilroad irensportation in time of peace
is so easentipl thet it e;nnmt be sllowed to be diseomiinued re-
gerdless of nrofits to the owners, and in time of wer must be per-
formed efficiently or st the risk of & nationsl &isester, A1Y
the great nstions of the world heve solved the 4ifficulty by means
of Covernment ownershin and overstion of rsilréads axcept England
and the Mnited States, An indicstion of our drift is given 1n
"In the case of the FKenses {1ty Southern, which wss
srgued before the Supreme Jonrt during the present
term, counsal representing the Depsritment of Justice,
when defending, in their brief, the netion of the
Commisaion, their position thersein may be summarized
as follows:
Failroads are private pronerty only in
the sense thet the title is held in vrivate
ownership, but that the ianvesiment, whether in
money or in property, is dedicated $o the per-
formence of & governmented functisn and is to be
trested as nesrly ss mey be gs if the government
itself had made the investment snd had issued
and sold %o privete parties the securities rep-
resenting thai invesirent, The exercize of &

governmental funetion by a vrivete sgeney can
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only be justified end cont}nued if we enforce
with precticel wisdom the closest practicable
snslogy o government ownership and operstion®,

7. The greater part of the United States was settled since
reilroade assumed their dominance, In the pest reilrosds exer-
cised more than goverumental powers &nd more or less arbltrsrily
determined the desiinies of the localities they served, How
freight rates from an intricete whole intimstely assoclsated with
commerciel and business interests so that even the most ineignif-
icant chenge is likely te preduce far reaching results. It 18
therefore required thet & proposed changs in pates must he sub-
mitied fo the Interstete Commerce Commission for considerstion
thirty deys before i% goes into effect and the Commission ney
ysuapend its operstion up to 7 months so asz to h;;e time to give
}it %hoyaﬂgh end careful considerstion with & view %o sefeguarding
8ll vested interests from injustice.

8. The intensely eompetitive nature of the railroads is
the strong;at influence in compelling good service to the publie,
but in times past the railroads had a tendenecy, as this competition
beceme unbearsble, to form associations, buresus, comaittees, etc.,
end to pool profits with s view to getting the finmncisl rewards
withont giving such superfine service. These tendencies have
been limited by law end one of the most importent duties of the
Interstate Commerce Commission is to see that reasonable service is

rendered and that all shippers sre treated fairly and that no undue

prefersnces are shown.
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9, The Interstate Commerce Commiseion is s unigue orgarizetion
charged with both sdministrative snd judicisl duties. I+ coneists
of eleven commissioners appointed by the President of the United
States and of fourteen buresus, The cormissionsrs mre orvgenized in
six divieions, three assigned to esch divieion. The divisions ere
esch charged with responsibility for specific clesses of cases by
oxrder of the commission. Each division has hzﬁzﬁe full auvthority
srd jurisdiction of the Commission over the cases assigned to it and
mey order, certify or report es 1t judges best end “he sewl of the
commiasion is the sesl of eech sepsreite division. Procedure before
the Commission is very formel end is modeled on that of the Federal
Courts,

10. The Bureau of Formal Ceses consists of a board of review
and & corps of exsminors whe set slong lines similar to masters in
chancery in preparing the immense smount of data neceseary to the
consideration of the important formnl cases that come before the
Commi ssion. The exsminers hold public hesrings when nscessary,
either in Washington or elsewhere 1f more convenient and submit a
tentotive report snd recommendstion to the Commission, covies of this
report are Turnished perties ot interest and they may submit their
objections %ﬁ the Commission, The finel declision is of course with
the division of the Commission having Jurisdietion.

1l. The Buresuy of Informel Csases sarves ss gn intermedisry
betwé;n complainants gnd railroad compenies in adjusting complaints
without resort to the formsl process of 1i§ugatian. One section

of this Buresu exsmines all voluntary settlements made by railroeds
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with complainents a0 &8 to mske certaln that no unlewful rebetes are
belng given. The decisions of this buresu gve not neceasarily
finsl a8 either perty mey demand e formel hearing. On secount of
the great difference in cost, however, & greal meny ceses ere tims
settled to the mutusl satisfaction of both nerties. In 1827 there
wae thus settied 7,578 cuses end 2,383 voluntery setilements were
ravieved,

12. The Baresu of Serviece was ereated in 1817, It &8 con-
cevned with the ure, control, sunply, movement, distribution, ex-
chenge and interchenge of locomeotives, cers end other equipment
especislly in times of emergeney. T4 has Jemonetrated 1%e ca-
pacity for sction seversl times since its creation.

THis buresu 1= normslly skﬁlstanizad; but 18 so organized
that it cen be readily expsnded by the orgenization of & headcusrters
in esch of the 15 mones into which the country is divided with
trained sgents in all important terminals and $ransfer prints. The
pressure of this buresu on the Car Service Commission of the railroads
wns of great importsnse in 1917 in enforeing ressonable car service
roles. The normsl peace Lime orgenizetion is sufficlent to handle
suy ordipary smergency.

13, ‘The other Buresus sre, Administration, Low, Accounts, Sta-
tistics, Pinsnce, Velunation, Traffic, Incuiry, Sefaty, Sigrels and
Train Control and Locomotive Inspection. "he Commission has about
2,000 regular employees snd cen be expanded to any exitent necessary
in timn of war or other emsrgency.

14, ‘The Inverstate Commerce Aot gives the Commission complete

s
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control over the railresds. e Pollewing sre some of 1%s powers.

s. Cor service ond per diem rules sve filed with the com-
misglon; they must be fair znd ressonsble. “ha commission may
give these rules the foYge of epnroved rates at any time,

B, The commission may in csses of emergency suapend asr
service rules. It moy trensfer temporarily or pornenently,
the cars, locomotives or other ecuipment from an owning rotlroad
to enother reilroad, It moy compdl-the joint nse of terminals
or other fneilities ineluding vortions of main treek. In these
eases 1t has the power to detexnine the foir terms of eompense-
tion between the interested parties.

e¢. The Cormisaion in times of emergency may glve rrefer-
enee or priority to speeified treffic, enforce emhaygoes, sto,

3. In time of war, the Tresident meT certify that 2+ 1s
essantial thet cortain traffic shall have oreference. ind the
Cormiszion shall then have the nower und suthoridy to ordev such
prefarcnce.

s. I a retlroed Tor any reason is unsble %o hendle the
treffic, the Commission may order e diversion of any or sll of it
%5 another roed snd mey f£ix just teyms of cempensation.

£. The Commiesion may cosnpel any carrier to wrovide 1tself
with sdequate fzcilities end ecuipment,

15, ‘The reilroeds in splte of their highly covpetitive cher-
scter have meny intereste thet recuire comceried action, such as

'

arranging through trein schedules, exchange of cors st junction

points, repsir and meintenence of ears when of?f owners line, settle-
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ment of demsge cleime, ersstion of throngb rautes ond prorsting
cherges thereon, betwesn interested rosds and = grest many other
metiers, The orgenizetion end operstion of the varinus brdies
erested to effect these purposes wonld be nf grest interest to
the Assistent Socretary of War who has the duty of coordinstinz so
many almest indevendeant agencies, hut unfortunately the details
are almost Impossible to discover.

16, The Assosistion of Pailway Frecutives wos fonnded ebout
1011 when government control was beginning to be felt by the
railroads, The assoeiation is composed of the executives of
Olass ¥ Brilronds, It wor fovmed originallv to sdvise Congress
with regerd to prospective legislation end to Pfurnish a convenient
forum for the consideration of railroad metters. 1t 1s nnt certein
how fer this associstion can speask Tor the wrooverties represented,
but the imporience end persousiity of ite mewbers is bound to give
its views grest welighl, Tt¢s oouneesl, Mr. Thom, ig nrominent et
every heering before commitiees of Congress, considering railrnad
matters, It is the source of most reilroad provemanda,

17, The Americen Pailwey Assoccietion ie 2 voluntery seso-
eiation of steem veilwove. Any reilrosd overstine 100 miles or
more of line, except mere plant focilities, 13 eligible Por member-
ship. Each memher is sntitled to one vate, A member may
terminste his membershin a% any time by formel notificetion and
payment of dues to date, Failure to pey dues for two consecu-
tive yeéars sniomsticelly csncels membershin,

The object of the Associstion is stated i{n the articles
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of agreement &5 "by recorrwncalion, to hermonizge and coosfincte the
prineiples and practices of Auwericsn hallways with respset %o thelr
construotion, meintenances, end operation”, The recomtendations of
the Ascocistion ere uot binoing on any asiber uniil duly rutified by
hin,. It 18 tha princip.l resesreh orgsnivetion of lwerican
railvays.

18, It organizetion {s very loesely counscted, It is con~
trolled Wy & bos:d of directors sleectsd by the wembers. The
ofticers are, & premident, bt vice-yresirfents, & seerelary wnt &
trcasurey, vppointed by the directors. An executive committee snd
g ncminnting comritbes have the ususl duties, The work of the
sssocistior 18 perfomced under seven divisions, operating, trans~
portation, tg&ffic. gheineering, frecght clpims, meechunical and
purchuses and stores. ¥ech division is cumposed of & variable
numbaer of sections and subsections coordinated by e general com-
mitiee. I% determines Its own method of procedure, has its own
snnual meeting, wsy perml pérsone ﬁci menbeys of the sssocistion
to meet with 44 ws associsbe members, eic,

19. The imeyican Jsliway associstion is thue a typicel irade
gssoclation. There h-8 been added to 4%, since the war, an
orgenizetion of & »eculisr charecter knewn as $he Cax 3ervice Di-
vision, crmposad aé permenent perscansl ¥ on the payroll of any
jndividual railvoad, bhut saﬁving the swsociation as & whele, The

hesdquerters of thie division is in Weshingion bud 1v hus a field
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organization dlstributed over the country as I shall presently

describe. “he Car Serxvice Division hes heen sssigned the follow~
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ing*powerg and duties by the Association.

8. Supervise the operation of Car Service snd Per Diem
Tules, Phe ﬁ%visisn has nothing Yo say es t¢ the making
of these rules or as %o thelr interpretetion.

b. Iz an emergency %o temporarily suspend the rules or
to establish femporary »iles o control specified types of
equipment.

¢. To transfer equipment from one line to another with
due regard to ownership. The Car Service Division natur-
glly cannot move ears away from the owner excspt by his per-
miasion and consent,

d, To require submission of such reports as are necea-
sary to ensure cumpliange with the rules and to give & cleay
knowledge of car service conditions.

In cese the Car Service Division finds any reilrosd violating the
cer service rules or otherwise not coopereting, it cen only report
the deteils to the directors of the Association for such action as
they may be able to take.

The Cer Service Division sets o8 & joint agent of all
railroads in the associstlion in some cases whers compehitive con-
ditions are not very acute ss in military movements and to receive
service of certain orders from the Interstate Cormerce Commission.

20, The Car Service Division hes divided the country into 14

24

dietricts in each of which, except one, is & distibct maneger with

& fex car service lunspectors, In esch district the shippers have

been induced to organize & shippers Advisory Beard that meets once
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& qusrter for discuassion of nmatfters relating to car service. The
Board is orgentzed into cormodity committees and a contact cormittee
of representatives of the railroads serving the disirict meets with
them, Iﬁ normal times the board merely serves os a get together
and an opportunity for the issue of railroad propagsnde for promps
and clesn unloading and, hesvier loeding of cars ané for other
matters which are of advantsge to the reilrosds, In time of emer-
geney, howsver, the boards are of great value. The individusel
railroads apparently are jealouns of too muck interference by the
boards and no complaints sre considered until they have first been
submitted to the railroad and no redress has been obiained. The
boards have nothing to do with rates, schedules or demurrsge claims.

21l. BRallroeds sre required to provide enocugh csrs %o csrry the
freight normelly presented to them for shipment, They are not
required to provide an excess of equipment to meet unusually large
demends, Car ashorteges are slmost certain to happen loeslly for
short periods Guring heavy $raffic movements, Usnelly they are not
serious and are quickly reduced es there is s surplus of cars else-
where, Even in Hovember, 1917, the csr shorisge was only about
1&0;690 cars which 1s less then is frequently lcaded in & single dey,
A surplus of 11,000 cars &nd an aversge sccumulation of loaded cars
in temminels of about 100,000 was reported for the same month,

82, 1% isa essential that cars moving loasded from the owners
line be returned to him from time to timé to provide for their proper
maintenance, The owner should alaso be paid for the use of the cers

by other lines and should be able to get them for his own use in
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times of heevy traffic. These objects bre secured: (1) By chargirg
g per diem rentsl) for sll zers on foreigu lines, Shippers vay
demurrage for the time cers sre held for loading beyond the free time,
{2) By a system of car rules sgreed to by &ll cer owners, These
Tules require thet foreign cers will be used in prefersnce to home
cers for off line shipments; thet empty cars moy be returned %o owner
vie the lines over which they moved losded; thet foreiszn cars mey be
directed loaded To destination vis owning ¥silrosd or to & desti-
netion in the direction of the owner, If the owmer desires a more
speedy return of his cers he mey request thet they be routed buek to
him st once without waiting for e load by the shortest avallable
rovte. He then pays 6 cents a mile for the empiy movement. {3}
In times of emergency the Car Bervice Divieion mey issue orders sup-
plementary to the Car Serviee rules which will expedite the return
of the cars. For instence s stending order was in existence for a
long timz thet cosl cars belonping to the L. snd Y. rallroad were
not to be loeded but were to be promptly returned empty to that rosd,
23. This chert shows the revepue tons of freight loeded in the
United States during the lest three or four years. Please note the
degree of correlation indisuted, It hes been found that surprising-
ly close estimstes of seamsonal tonnsge cen be mede by using a retio
besed on curreut trend corrected by sxperience furing the sariier
month of the yesr and by the ohserved copdition of the industries
originsting lerge tonnege, Reliahle uredictions can likewise be
made by individusl rafliroeds snd £% is their duty %o nrepare befors-

kand to meet the pesk loads thus somputed either by corralling their
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ecaprs on theiy lines or hy renting equipment £rem their conneciions,
The Car Service Division stands ready to render easistence in case
of ﬂeﬁﬁ; The Interstate Cormerce Commission need only iantervene
in very unusual Qases.

24, There are certsin traffic movemsnis in which meny reilroads
perticipate which are seagonal in charecter snd yus %o a sherp peek.
1t would be very unjust %o require the eriginating reilrosds to wain-
tain spfricient equipmert io meet these heavy demands, The other
railroeds which participete in the profits from these movements
should furnish part of the eguipment. The Car Service Duvision is
given speeisl responsibility tadésaist in ecollseting cers for these
movements, the wheat harvest, the grape movenent Trom Californie end
the shipment of other perlshable fruit crops from the west and sovth.

25, Whon terminel facilities st sy point become jemned nith
traffie, it is necassary to control the npumber of incoming care in
orfer to give en opporiunity for cleasring the yerds. This 1g done
by enbargo. The Interstete Cormerce Cormiseion has the authority
by law to enforce en enbsrgo and hes done so on ogeesion. The
railronds have no such right by law Dut have pleced embargoes in &
purber of coses where pecesally has justified them. In en emburgo
the reilrosd Tixing the embargo refuses to uceept cars from 1i%s con~
pections coneigned to the terminsl affected al & greater rate than
that gpeciiied. This restriction pesses back through connactions
to the origineting roads which will refuse freight consigned %o or
through the affected terminel except under pexmit. The grenting

of these permits 18 s delicate matter and has ceused trouble in the
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past, Tn 1925 the real estate hoom in ¥Florida ceused the shipment
of great guantities of building materials snd genersl merchendise

into the state from all parts of the country. ¥oeh of this freight
had not been sold before delivery and s serious congestion of 8ll
terminal facilities resulted. An embsrgo was established by Florida
reilroads during the latter part of Ootober. Considersble dissatis-
faction resulted from the distribution of permits. It wes cleimed
that renk fevoritism was shown and thet nermits were geaured by shippers
whe thus were grantg& a part monopoly end were able %o held up the
builders and merchents in Florida. The Car Seyvice Division was
finelly celied in-$o esalst in elearing up the natter. Phe state
was divided into s number of terminel distrieis in sach of whioch the
receivers of Treight were organized into commodity comittees. Each
commodity committee mads up periodicelly am estimete of the number of
cnrs that could be enloaded by its members during the next succeeding
period. Trhese estimates were consolidated by a terminel committee
formed of the chairmen of the commodity committees snd the approved
estimate was certified to the rsilrosds serving the distriet. The
totsl pumber of cers that could be bandled by the reilrosds during
the period divided by the estimnted car needs gave a ratio that the
railroeds were obliged to apply to ell requests for permite received
from the deslers without spy disoretion whetever. Reguests for
permits, distinct from the estimates were made by individusl re-
seivers direct on the railroed which served them. The vlen went
into effect Junuery, 1926. Its operation was sunervised by the

Florida Section of the Soush Hestern Shippers Advisory Board The
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situation wss clesred up by June, 1926, The prinecivle of thus
divesting the railroeds of 21l discretion in the sllocation of
permits or of cars in caves of car shoriege ig sound, Tt has
been applied in the Californie Grape pilan snd in other instances,
The allocation of cosl esrs to mines in cese of shortsge is made
by epplicetion of a ratlo to the mine ratings determined by dis-
interested boards. N¥o dlscretion being left to the publie
carrier,

28, Reilroad terminels are the most sensitive points in any
system, & typlosl terminel ¢ontsins receiving yerds, classifi-
cation yards and ceparture tracks, besides sn engine house, tesm
tr;cks. freight houses snd other facilities. A& train which is to
be broken up in the yard is divided into cuts according to the cless-
iticetion in vogue. Trains are mede up snd dispstched From the .
yard when sufficient cers have been collected or on schedule for
specisl freight,

27. An srticle which appeered last yesr in the Heilway Lge
describing installation of the Pennsylvenia Yerd at Crest Line, Ohio,
gives a very interesting exsmple of the close connection between the
yard design and its operstion. The yard et Crest Line was to teke
the nlaee of the Eesti-Rest part of the Fort Teyne Yard. It wes
intended to eclessify as much freight as possible and arrsnge it into
truins with & view to expediting its movement through Chicsgo termi-
nals to the industries to which it wss consigned. Eseh Division
Superintendent and yard msster wes called on %o submit a list of the

clessificetions which he though% ought %o be made. %hen these

lists were received it was found that the numbher recommended was more
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than tWice as meny &s there were classificetion tracks svyrilsbie. An
setusl traffic count wes therefors tsken st three hour periods, of
the cars psasing through Crest Line besed on the recommended classi-
ficetions. 45 & Tesult of this count, 1t was dscided that excellent
results could be gotten with 15 classificetions. There were ondy 13
trecke available, hut the count showed that two of the tracks could
each be used for two clmasificetions without sericus trouble. As
the cleasificstions involwed detsils of operation in the Chieago
terminal 280 miles away, snd affeeted the service to large industries,
the detalls of which could not possibly be known to the Crest Line
ysrd force, & selected number of experienced men under charge of an
gssistent yerd master were sent ITrom the Chidego terminel district to
work at the Crest Line yard for & while after 1t sterted to get things
progerly coordinated.

28, It 18 eppsrent thet a smell change 1n method of operation ot
e yard such as thet described might neuse serious corfasion sither
there or st one of the adjoining yards. Infieed very serious trouble
has often been cmused by & new, though thoroughly experienced yard
mester simply holding cars in the yard to get heavier itraiuns or by
some other slight deperture from accustomed practice, 4 terminal
ceases %o opevate when all its classification tracks sve full of cers.
It 18 then imporsible to break up trains entering the verd for dis-
patch of cars to different destinetions, There ere only two ends
10 euch ireck and eara cmn only be shifted in order through these
ends, & car out of place is praciieslly huried.

29, As the resuli of bhe confuaion at Tamme duving the Fpenish

Americen War, a scheme for marking cars loeded with military supplies
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by red, white or vlue tags to indicate thetlr relative priority wes
worked ovt. Tt wes firet epnlied in the movement of troops to
the Mexican border end apmarentiy funetioned fai%ly well, Tvon
our entry into the Forld ¥ar, the some gystom was sppliied indiscrim-
inately to the immense shiprenis of meaterials and =awnplies connected
vith the nrocuroment Drograw, There i no gunestion but whet this
syatem hed 2 grest deel Fo o with the nersistent jemmine of termi-
nais which tock nlsee. tr. Yelkey D. Hines attributes mnst of the
trouble thai the rellroeds experienced Lo this cevse, It these
1sbels were setuslly obeyed the railvosds woulé have been obliged %o
have corpletely ol enged their methodo n? operadion st every terminal
and yard, :

%0, The tusrternsster Corps is chargeu with the tremsportation
of the Army snd its sunvlies, Tn other wopds it is charged with
the niocm ement ond issue of transpertetion to the Army in the some
way that the Ordnance, for instance, is chaxged with the nrocurement
snd issue of mpmun:ition.

Thore 18 probebly an edveniegs in having one branch

charged with the settlement of tremsporteiion accounts snd with the
husiness conneated with traneportedicm, The fuertermaster Corng
conmot pos.ibly furrish ensurh officers %o vines one couvenient to
sach of the hundred thousend fretories, ete., thet will be shinping '
rateriels snd Tinished goods far the use of the Araw in a greet wer,
The tuspeotor or other sgert of the branch dealing with the factory
will orobebly hsve to be wede sn acting cusrtermasier for the purpose.
He will meke out the Bill of lading ineluding the routing in ecoord~

ance with the regulations issued by the Quartermasster General,



31, Priority should only be showm in cer sunply. After
freight is once londed in cars it should move without interference,
to destinntion. The use of priority tags should be strictly pro-
hibited. Shipping direections should not be given to the fectory
until definite arrangemente have been nsiade to unlosd the freight
upon receipt or, at need, %o reconsign it to some point where this
can be done. The faatory mansgement should renuesd spotting of
ears 88 it does in peace time directly from the reilroad which
serves 1%. Requests for cars to be loaded with miiitery stuffl
should state in certificate form, the npriority asaigned the shipment
ag {lmas I, Class II, etec,. It 18 the responsibility of the branch
procuring the supplies that militery priority is not abused and that
only cars acturlily to be loaded with military material are inecluded
in a priovity request. The reilrosds ere required by lew o
furnish eésrs to f£ill military requirements before meeting other ne~
cessities, Cors not covered by military priority will %e allocated
in the same way that ¢ars are alloceted in times of cer shortage by
shippers Adviesory Boerds under whatever coordination mey be found
neeessary.

32. Priocrity will be in scoordsuce with the four classes of
the Preference List, oxcept thet movementa of troops and the supplies
immediately sccompenying them will take precedence of all traffic
whatsoevrer. ‘

33. The Approprietion Act of August 29, 1916, authorized the
President in time of war to toke possaession and control sny system

or gystems of transportation. Thia aet is still in force &nd has
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been strengihened by reference fo 1% in the Fransportation dct of
1920, Theve is no cuestion but what the President ean, when he
deems it necessary, teke action under this provision without eny
further action of Congress. Both Great Britain snd the United
States found it necessery to take possession end ccntrol of their
railroads in the last war. Creast Britain took control of its
rellrosds immedietely upon declaring war. The United States
permitted the railrosds to go it alone untll it wes demonstrated
that they were incspable of escaping from the limitetions of their
neture and the need of stronger control end financisl support wes
shown.

34, The United States Heilroad Administration hss been
presty severely criticised since the wary snd hue heen held up a8
an instance of the shortcomings of Goverumeni owned enterprises.
Carefnl consideration of the fucts show, however, that instead of
being & case of the Government gaking control over a privete enter-
prize, 1t was actuelly a privete enterprise invested with Covernmend
suthority without being charged with the corvesponding responsibility.
Almost without exception, the manegement end operating officials of
the Administration were selected from end by the railroads themselves,
gnd if eny incompedence was shown, it wes shown by selected railwey
personnel. Tnder the Administration raetes were fixed by order
without adequate study or investigation of the results on the shippers.
In the lesser rate adjustments, interested shippers were in many
cases, not even given warning of the impending chunge. The oom-

pliceted rete system of the United Stotes was rothlessly thrown inte
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gonfasion which hes only recently been brought inte order, The
representative of a large assoclstion of shippers speaks feelingly
of his predicement when he found thst he must present his argu-
ments sgainst certain proposed rste changes before s bosrd composed
entirely of reilroad men whom he had freguently opposed in very
sinmilar chses before the Intérstate Commerce Commission.

35, Cleims for domages were very diffienlt to satisfy as the
suit hed to be brought against e Governmental drgenization in
fede£31 sourts. Demege cliaims awarded by the courts sgelanst
railroads and unsettled et the time of Government taking control,
were absolutely ancollectibhle during the domingnce of the Adminis~
tration. A great meny services orxdinerily rendered by the reil-
roade were abendoned, retes gnd fares were increused and the very
discontent snd 111 feeling caused thereby was of valune to the
reilroeds as propegends sgsinst publie ownership and presumsbly
not therefore particularly dissgreesble to the mansgement of the
rallway administretion.

%6. Now nona of these things noted above heve any direct
bearing on military necessity or helped grestly to win the war,

In Englend the passengey rates were raised 5C% when the reilroads
were teken over and were nod egein chenged, freight rates remsined
stationery during the entire war.

37, I believe that when the rsilroads ave %aken over by the
United Statea in the fature, they should be directed o opersie av
in pesce %time ss far as wossible, each railroad responsible for

the service %o lis own territory. The necessgry coordinstion of
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the railroades shouid be secured by e raiiroad hosrd similer to the
aseocintion of Rellway Executives snd 1% should be made evident to
all theat sny Gefierencies noteéd sre due Lo the reailroad nensgement
and not to puhiic ownerebip.

38. The retlroads should be guersnieed while under consrol s
reasongblie operating profit. The Interstete Commerce Comniseion
shsglé sépervise their accounting. ¥o chenges should be permtted
in freight rates e§cept in sceordonce with pesce time methods of
procedure, Pay of labor and chenges in salsries should be deter-
wmined hy & Tedersl lubor board. There should be ¢ way hosrd of
control, not composed of railroad men, whe should be given power to
order eny changes in service and zny new focilifies aneluding
treckage necessery for WY PEEBODS. ‘the cost ol such changes
should be peid by the United States. A1l other construction
should be supervised Ly the Interstete Commerce Cummission to see

that reilroad expenses were noft unduly padded.

FINIS.

GVBW/ et
Feb. 27, 1929.




