TRANSPORTATION AND POWER.

Address by Magor ¢ Van B Wilkes before the Army
Industrial College, Narch 5, 1930.

1. It 1s impossible to cover even insdegquately the broad subjyect
assigned to me in the time allowed, so instead of attermting to do so
I propose to discuss some of the details whaich are particularly inter~
esting to me and which have some bearing on the plans of The Assistant
Secretary of War or of the Supply Branches. I am going to confine my-
self to freight transportation by steam reilroad and to Central Station
Power. Committees of your class will later render reports on Power and
Transnortation separately, which will cover the general subjects much
more completely than I propose to do In my talk I intend to go from
one subject to another with little regard to continuarty or logical
sequence end I trust that 1f I do not mske myself clear to anyone or
1f anyone desires more informetion on any detail of my subject that
1t will be brought to my attention by questions either at this session,
or later in my office, and I will try to supolv the deficiency.

2 Transportation difficulties are described either as car
shortages or congestion of terminals The railroad network of the
country is so manifoldly connected and the line capacity of a railroad
15 so great that these are indeed the only ways in which & ~eneral
failure could occur. An examinsition of tne great railroad crises of
the past indicates that there has always been an adequate supply of

cars to move the freight tendered for shipment and that the avnarent
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shortages were caused by coagestion of terminals and yards. These con=-
gestions are due to mismanagement, sbuse of privilege by shivpers,

failure to comply with car service rules, non-cooperation between rail-
roads, bribery of railroad employes by shippers, and other similar causes.
It 1s said that one of the worst congestions in railroad history was
caused by railroad managements adopting a principle of larger zverage
trains. Yard masters were directed to hold cars in the yards longer so
as to make un these heavier trains.

This upset the routine. Soon some of the yards became congested.
Trains which ordinarily would be classified in the congested yards had
to be cared for in those sdjacent thereto. The congestion spread until
finally the entire railroad system of the country was more or less tied
up. The classification yards of any railroad system form a unit which
has grown up simultaneously with the load and which has adapted itself
to a varticular method of operation. A very slignt change in routine
may cause a good deal of trouble. It 1s said that a new yard master
often causes congestion in his yard by some apparently innocuous change
of polaicy If 4rained raillroad men can cause trouble by meddling with
yard mansgement, there i1s no doubt that a noviece could easily turn things
upside down.

3. 4 shipver located in territory tributary to a particular rail-
road obtalns cars by requisition direct on the agent of this road. The
law requires the railroad to provide itself with sufficient eguivment

to render satisfactory service 4o 1ts shippers and the Interstate Commerce
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Commission 18 charged with the duty of seeing that 1t soes so., Every
railroad has an organization more or less complete that has charge of
1ts car supply. This involves estimate of car requirements and timely
provision for obtaining sufficient of each class to move the freight
offered, The cars may belong %o the road or may be rented from some
other road for a particular use. The mobilization of cars for the
great seasonal movements of foodstuffs and building material is of
particular interest. Cars are collected by the railroads involved at
strategic points before the movement comwences and are martialled during
the movement in accordance with the circumstances as they develon

4, Cars loaded with freight move freely from one railroad to
gnother., The transfer between roads 1s effected at a jgunction point,
The road in control of the car places 1t on an exchange track and
supplies the other road with the waybills and other data required by
that road. An agent of the receiving road insmects the car to see that
1t 1s in satisfactory condition for movement and that the seals are un-
broken. If everything is satisfactory the car is received and moved on
toward 1ts destination.

e The rate charged the shipper for a movement of this nature 1is
erther made up by addition of the rate to the jJunction and that from 1t
to destination, or it i1s a through rate ordinerily less than the combi-
nation of local rates which 1s divided between the rasilroads concerned
in a proportion mutually agreed upon.

Shippers have the right by law to route their shipments from origin
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to destination but rmuch frerght i1s routed by the initial railroad. In
this case the railroad makes use of 1ts control of routing for 1ts own
profit. It 1s unthinkable that a railroad would ever short route 1tself,
and 1% 1s certain that the freight will be delivered at the junction
where the 1nitial railroad will get the largest cut of the through rate
regardless of the interest of the shivper,

6 Many industrial and commercial concerns have included a traffic
departrient in their orgamization. Such a department i1s charged with
routing shipments so as to obtain the lovest rates, best delaivery, or
certain specigsl services offered by the available roads The traffic
manager becores a specialist i1n the transportation of the product of
the concern and 1s able to represent 1ts interests before classificat.on
commrttees, freight agents, state railroad cormissioners or the examiners
of the Interstate Conmmerce Commission., NMany trade associations provide a
simllar service for their members. A traffic department 1s also a regular
part of a chamber of coimerce or & city club. It 1s very rare tnat a
regular shipper leaves the routing of his freight to be determined by the
rairlroad.

7. Cars must be returned promptly to their owners after they have
completed a transfer of freight that tzkes them into other territory
Tne return of these cars 1s necessary (1) because the railroad that owns
them should have the benefit of their service (2) because when they are
on a foreign line they do not receive the same careful maintenance that

they do at home The rairlroads of the United States have evolved a set
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of so called Car Service and Per Diem Rules to secure this return of
equipment: These rules vrovide (1) A rental of $1.00 per day will be
paid for each freight car not owned by a railroad while such car is on
1ts lines either moving or standing on a siding. This apolies only to
cars which belong to & signer of the rules. (2] A railroad must not use
one of 1ts own cars for a shipment off i1ts lines when a car not owned
by 1t 1s available. (3) A foreign car must be loaded only for shipments
in the direction of the owner, to a point on a direct connection of the
owner or so that the owner will obtain some revenue from the mavement
{4) Otherwise the car must be returned to the owner empty by the same
route over which 1t traveled loaded. In this case the moverent empty

1s made without charge to the owning railroad., If 1t 1s desired to have
1% returned more promptly, the owner may order it "short routed"™ in which
case he pays at the rate of six cents per mile for the return.

The Car Service rules have been signed by the majority of railroads.
They are being constantly violated in particulars, but in the main govern
the movement of empties in normal times. Exverience in 1916-1917 indicates
that unless enforced by the power of the Government they are of little
value 1n emergenciesg.

8, Theoretically, & railroad as a common carrier must recelive any
freight tendered to it It often happens, however, thet congestion of
yards or terminals, washouts on the lines, lfailure of connections, or other
causes interfere with the oveations of a railroad so that 1t cannot dispose

of the freight offered to 1t. If a railroad 1s unable to receive cars
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delivered to 1t by a connection, the Car Service rules make 1t lisble
for the per diem rental not only of the cars actually tendered 1t but
for other cars delayed elsewhere on the connection and for double per
diem on the empbties delayed by 1ts failure on their journey toward home.
I% con only protect itself by declaring an embargo. An embargo is a
temmorary refusal to receive cars of certain kinds of freight destined
to certain svecified points. A railroad i1s responsible for cars loaded
within 48 hours after the embargo has been declared, but 1s not resoon~
sible for freight loaded later than that. An embargo i1s declared on the
responsibility of a particular railroad. Only in certain specified
cases can an embargo be declared by the A.R.A. and then 1%t acts as an
agent of a number of roads., We think of an embargo as an unusual oc-
currence but actually meny embargoes are declared by the 1o0ads each
year. The railroads have framed a set of rules governing embargoes.
These rules deal with priority of articles to be excepted from embargoe
and provide a method for prompily distributing notice of an embargo
to all the roads of the country The I.C.C. must be informed promptly
of the laying or raising of an enbargo as 1t 1s the only agency th;f
can lawfully lay an embargo and 1t must tacitly give 1ts consent or the
embargo 1s not legal,

g Kow let us leave the railroads for a while and consider power.
The railroads of the United States form a continuous network serving the
entire country. Each railroad forms an essential element of this network

and to a certain extent renders service to the entire country Superpower
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enthusiasts prophesy that some day our power lines will similarly con-
stitute a natiomal unit, that power houses wherever built will be con-
nected into 1t and thet industries and municipalities will draw from 1t.
This 1s far from the case at nwresent To be sure, three phase, 60 cycle
alternating current has become almost standard for long distance trans-
mission, but we have several standard voltages and instead of a single
connected network there are a great number of detached systems. A de-
tached power house must have stand by eavacity to meet the peak load and
also to ensure continmuity of service. By combining several such plents

in a connected system 2 greater variety of load is obtained and the number
of stand by units can be reduced. Water power has several peculiarities
not possessed by steam plants Among these may be noted low overating
expenses, high fixed exvenses, and the probab.lity of storing water with-
out loss to provide power at some later date. Steam units i1n a stand by
condition ordinarily require some of the boilers to be banked with the
accompanying profitless consumption of fuel. Power systems are practical
since they permit the rational combination of several types of vower plant
and of various clagsses of users to the advantage of all, but there 1s an
economical limit to their territorial extent snd this limit has about been
reached under present condit.ons. The interconnections between systems
which one reads so much about 1n the newspapers are invariably quite weak
and were made t0 serve local vurvoses and not the movement of 2 large
block of power from one system to another.

10. The vower industry is noteworthy in the extent to which 1%t has



planned 1ts future growth, hased on the develomment of the territory
served. Tower stations and transmission lines are designed with an eye to
probable conditions ten or even fifteen years in the future.

11. The coordination of the power business is secured through rmmense
holding and finsnce companies which own or control systems scattered over
the country and having little or nothing in common. The regulation of
power companies has been left almost entirely to the States, the Federal
Governument has taken practically no control., The holding companies escape
State regulation almost entirely and State commissions find the greatest
difficulty checking up on the charges for their services which are carried
in the operating accounts of the power companies proper.

12, The power industry is extremely Jealous of public ownership.

This has been amply demonstrated by the recent revelations of the investi-
gations of the Federal Trade Board. This 1s probably due to the large
number of municipal power vlants which are in satisfactory operation every-
where and to the realization that most of the acguments used to gJustify
the large holding companies which feature the industry apply just as well
in favor of public ownership. Moreover, 1t has as 1ts customers large
utilities and industries which are often inclined to question the bases

of rates and the value of the services which are charged by the holding
companies and other extraneous overhead. Industry always resents the 1dea
of Government operations in 1ts own field but 1s usually nore than willing
to have 1t take over some other industry i1f 1t can 1n any way profit thereby.

13. The Power industry i1s well organized. There are a nuuwber of



associations and organizations which all seem to head uvp 1n the National
Electric Light Association, This 1s a typieal national trade association
It has a widely spread membership, a dermocratic loosely connected organi-
zation, & permanent staff operating under control of an elected board of
directors, and s menmber of standing and special committees uade up of
menbers and associate members. The association 1s organized on geographical
and funcitional lines. It engages in all kinds of research and investigations
relating to the Central Station Power Industry and cooperates with other
national associations and societies in this work. It 1s aggressive and
active 1n the defense of the finaneial and commercial organization of the
industry against anything that may be considered injguriouns to 1t.

14, I propose now to return to the railroads and discuss the Aumerican
Railway Association which occupies somewhat the same status for railroads
as the N.E.L.A. does for the Power Industry. It 1s a never ending source
of wonder to me t0 see the way in which this as.ociation has captured the
Army imaginstion In a war plan prepared last year in the War College,
for instance, it wes stated that the American Railwsy Association shall be
charged with the coordination of Buss and Truck, Railway, Electric Interurban,
and Internal Waterweay transportation within the coantinental limits of the
Uniteoa States, It 1s almost safe to assume that any plan or article deal-
ing with trensportation prevared by an Army officer will indicate the
delegation of i1mmense powers of conirol to this organization  This irmense
prestige 1s due to 1ts efficient handling of troop movements during the War
and since that time and to the very effective propagande put out by the
Chairman of the Car Service Division.

-9=



A\

15, The fmerican Railway Association is almost a typical trade
assocration in organization and function, It 1s supporited by dues
agssessed against the members and associate members An Army member
may withdraw at any time 1f his dues are fully paid up. The failure
to pay dues for two consecutive years 1s considered as a resignation.
The object of the Association, as expressed in 1ts published articles
of agreement, is "by recommendetion, to harmonife and coordinate the
princivles and practices of American Railways with respect to their
construction, maintenance, and operation.”™ The work of the Association
18 performed under eight divisions known as the Operating, Transvortation,
Traffic, Engineering, Freight Claims, Mechanical, Purchases and Stores,
and Motor Transport. Each of these divisions 15 in effect a separate
Association with 1%s own officers, coumittees, associate members and
annual convention. In addition to these divisions, made up of the
members of the Association, there is an organization known as the Car
Service Division which consists of a permanent paid force which serves
the Association as a whole. I intend to discuss this division later on
as 1t 1s most important from our view point.

16, The American Hasilwey Association i1s the great research body
for the rasilrocading profession. It formilates and interprets such codes
and regulations as the Car Service rules, anc the rules governing weighing,
dermrrage ,car interchange, embargoes, etc. Tne Association in spite of
1ts democratic form actually represents particularly the interests of

the larger railroads and some of the rules 1t formulates are oppressive
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to the weaker lines. These are coerced in several ways. As a side
light on the nature of the Association I wall read from the findings
of the I. ¢. C, 1n the case recently decided against the Association
and 1n favor of the short line roads,re Car Service and per diem rules.
"Articles of organigzat:on of the A.R.A. provide that only these rail-
roads which operate 100 miles or more of road shall be eligible to
become members, that each carrier may exercise the right of one
menmbership for each 1000 miies of road or fraction thereof operated

by 1t, and that in the adoption or revision of per diem rules one vote
may be cast for each membership, Carriers which overate less than 100
miles of road must become associate members to gain sdmission to the
per diem agreement. As subscribers and associate members they share
the expense of the Association and agree to abide by 1ts rules and regu~-
lations but have no vote in the establishment of the rules Associate
menbeis have no representatives on A.R.A. co.mittees which formulate
and intervret per diem rules.

To be made effective, proposed rules must receive affirmative vote
by & magority of the memberships & proposed change in the rules may be
defeated by negative votes representing one third of the freight cars
plus one. More than one third of such cars are controlled by eirght
large carriers "

17. In 1916-1917 the railroads were striving to keeo from being
taken over by the United States and were under constant pressure from

the I C C. to make them live up to their own car service rules,
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During this period there was a commission on Car Service made up of
railroad officials high in the service, which was charged by the rail-
roads with the enforcement of the Car Service rules. After the rail-
roads were returned to private ownership, The American Railway Association
was reorgaenized and a permanent organization known as the Car Service
Davision was created to police the Car Serviee rules. The suthority
of this Division 1s assigned to 1t in the rules themselves and every
merber and associate member must accept and endorse them. Each sub-
npember s required to pledge himself to name the Car Service Division
as his agent for the service of orders fror. the Interstate Cormerce
Commissione
The Car Service Division has been assigned the mission as de-
scribed below
-1 To supervise the operation of the Car Service and per
daiem rules Infringements are reported to the railroad on which
they occur,and in flagrant cases to the board of directors of the
Association.
be. To suspend temvorarily the operation of the rules in an
emergency ana to issue necessary orders for the movement of sveci-
fied classes of cars unt:l the emergency is cleared
Ce To transfer the equipment of one raillroad to the rails
of another when necessary, due regard being had to ownersbip
d. To act as the agent for each of the members of the

association 0 receive service orders and notices from the I ¢ C
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e To act as the joint agent of the members of the
Association.
1 To direct the movement of open top cacs, grain

cars and refrigerator cars in the great coal and crop move-
ments,in which all are interested and for which all suooly

equipment.

2. To act as a goint agent in arrangements for military

movements,
3 To earry on certain publicity and propaganda work
for the railroads as a whole.
18. The Car Service Division has divided the country into 14 dis-
triets in each of which, except one, there iz located a Manager and &

small force of inspectors. The shipoers in the district are organized

into a Shaippers' Advisory Board which meets once each yuarter. The
Railroads pay the entire expense of this meeting. Railrocads serving
the district are reoresented by a railroad contact cormittee A large
part of the time of the Boards 1s taken up with railreoad propaganda
but there is no doubt but whet the boards are very helpful in securing
a better feeling between the shivpers and the railroads and in Ziving
each a better understanding of the others problems. The usefulness of
the boards 1in certain cases 15 1llustrated by the following examnles
For some reason navigation on the Great Lakes becomes tewmporarily
inadequate. In order to prevent the piling up of grain in Duluth 1t

was decided %o place an embargo against that port and send the heavy
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wheat movement South through Minneapolis, St Paul and Chicago. Ordi-
narily this would have caused a great deal of trouble with the business
men of Duluth, but the matter was easily explained in the Shappers?
Advisory Board and the emergency passed without any particular diffi-
culty.

The meeting of the Shippers' Advisory Boards in the North West and
in the Trans lassouri~Kansas Districts, just preceding the grain harvest
15 always featured by detailed reports from each of the railroads serving
the areas, giving its forecast of the exvected wheat movement and whai
arrangements have been mede by the road to handle the movement, including
a comparison of what had been done i1n the year preceding and how 1t had
turned out. A member of the staff of the Car Service Division is also
present at the meeting and shows what reserve in cars 1is being built up
by the Car 3ervice Division in readiness to help the railroads on the
firing line.

The real estate boom in Florida caused a congestion of the Florida
Railroads. Ilterial of all kinds was being shiovped into the State from
every direction. The Florida Railroads in self proitection laid an ’
embargo in October, 1925 An attemot was made to regulate the flow of
waterial into the State by a system of permits. The permits got into
the hands of speculators and there was the beginning of a very disagree~
able scandal.

At this juncture the Car Service Division took a nand. The Florida

Section of the South Eastern Advisory Board tock charge of the situation.



The State of Florida was divided into » number of terminal Districts.

In esch terminal District the receivers of freight were organized into
commodity committees The railroad announced how many cars it could
move into each terminal District during & given veriod., The Shippers
divided these cars among themselves and issued permits for their vassage
through Jacksonville. This system would probably have out an end to the
confusion 1f 1t had been given a chance to operate but actually the
matter was taken out of the hands of the railroads and was brought into
order by the I.C.C.

19, There has been a marked tendency since the war to take the
distribution of cars among shipvers out of the control of the railroads
and either place 1t 1a the hands of the shivpers themselves, or make 1t
a matter of percentage on a scale of ratings established by a neutral
agency. In no case does the Car Service Division have any control over
this delicate matter, except to assist i1n the organization of the
shippers and in publishing the rules decided upon.

20, I will close thas %talk with a generrl descripbion of the
Interstate Commerce Coumission, this organization provided for the
Federal regulation and control of coumon carriers and for the nrotection
of shippers and the public i1n general.

21. The Interstate Commerce Coummission 1s a unique organization
charged with both administrative and Judicial duties It consists of
eleven commissioners anaointed by the President of the United States and

of fourteen buresus. The commssioners are organized i1n six divisaions,
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three assigned to each division. The divisions are each charged with
responsibility for specific classes of cases by order of the commlssion.
Bach division has by law the full asunthority and Jurisdiction of the
Commission over the cases assigned to 1t and may order, certily or
revort as 1t Judges best and the seal of the coumission is the sesl of
each separate division. Procedure before the Cormission 1s very formal
and 1s modeled on that of the Federal Courts.

22 The Bureau of Formal Cases consists of a board of review and
a corps of examners who act along lines similer to mesters in chancery
w1 preparing the iumense amount of data necessary to the corsideration
of the important formml cases that come before the Conmassion. The
examiners hold oublic hearings when necessary, erther in Washington or
elsewhere 1f more convenient and submit a tentative report and recom-
mendation to the Cowznssion, covies of this report are furnished narties
at interest and they may submit their objections to the Cormission. The
final decision is of course with the division of the Commission having
Jurisdiction.

23 The Bureau of Informal Cases serves as an intermediary between
complainants and railroad companies in adjusting cormplaints without re-
sort to the formal process of litigation. One section of this Bureau
examines all voluntary settlements made by raillroads with complainants
so as to make certain thst no unlawful rebates are being given. The
decisions of this bureau are not necessarily final as either »arty may

demand a formal hearing. On account of the great difference in cost,
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however, a great wany cases are thus seltled to the mutual satisfaction
of both parties. In 1928 there was thus settled 8,211 cases and 11,722
voluntary setilements were reviewed.

24, The Bureau of Service was created in 1917. It 1s concerned with
the use, control, supply, movement, distribution, exchange and interchange
of locomotives, cars and other equipment especially in times of emergency.
It has demonsirated 1ts cavacity for action several times since 1ts cre-

ation.
This Bureau is normally skeletonized, but is so organized

that 1t can be readily expanded by the organization of a headcuarters

1in each of the 15 zones into whaich the country is divided with trained
agents 1n all imvortant terminals end transfer points. The pressure of
this Bureau on the Car Service Commission of the railroads was of great
imwor tance in 1917 i1n enforcing reasonable car service rules. The normal
peace time organization 1s sufficient to handle any ordinary emergency.,

25 The other Buresus are, Administrative, Law, Accounts, Statistics,
Finance, Valuation, Trafiic, Inguiry, Safety, Signals and Train Control
and Locomotive Inspection. The Commission has about 2,000 regular employes
and can be expanded to any extent necessary in time of war or other emer-
ZEeNcy.

26. The Interstate Commerce Act gives the Cormission complete control
over the railroads. Thne following are sowe of 1ts powers.

8. Car service and per diem rules are filed with the com~
mission, they must be fair and ressonable The commission may give

these rules the force of avproved rates at any time.
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b The commission may 1n cases of emergency suspend car
service rules. It may transfer temporarily or permanently, the
cars, locomotives or other ecuipment from an owning railroad to
another railroad. It may compel the joint use of terminals or
other facilities including portions of main track In these
cases 1t has the power to determine the fair terms of compensation
between the interested parties.

Cs The Cormission in times of emergency may give prefer-
ence or priority to specified traffic, enforce embargoes, etc,

d. In time of war, the President may certify {that 1t is
essential that certain traffic shall have preference. And the
Commaission shall then have the power and authority to order such
preference,

€. If a railreoad for any reason 1s unable to handle the
traffic, the Commission may order a diversion of any or all ol it
to another road and may fix Just terms of compensation.

f. The Commission may compel any carrier to provide itself
with adequate facilities and equipment.

27 This concludes my talk. I have purvosely avoided discussing
the plans for control in war as these matters will be considered when
your committees report. I am now prepared to try to answer your ques-

tions 1f you have any.
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