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THE RELATION OF AMIRICAN RATLROADS
TO INDUSTRIAL FPREPAREDNESS

One of the delights that I have is talking at the War
College and talking to you gentlemen. One of the reasoas I
like to talk to a group of this kind 1s that I know you wouldn'st
be here 1f you wern't inlerested. I can meke this talk about
two and a half hours long or twenty-five minutes long, and I am
going to try to make 1t twenty-five minubes. It will be a lit-
tle skevchy,

As T understand 1t, you gentlemen are charged with the
study and the preparation of plans in case of future war in
which this country would be involved, I am assuming that in
your studies you have considered what took place in the last
emergency and possibly what ought to be done to prevent such
difficulties 1n the event of another war of the same magnitude.

While this country was not in the war until 1917, the
railroads really weére confronted with the war several years
prior to that time, duec to the large purchases of mabterials,
war materials and supplies of every kind and charactcr ordercd
by foreign countries. Never having had an cxperiencce of that
kind theretofore, 1t was not umnatural that many things occurred
{that ought at any future timeo be prevented in the light of the
knowledge gained during that pericd.

So far as the troop movements are comceined, I thaink lit-
tle necd be said about that, as that part of the job was handled
1n an eatirely satisfactory mesnncr. That being so, 1t 1s assumcd
that the same plan of procedure would be followed in casc of an-
other emergoncy so far as the troop movements arc conccrned., The
oubtstanding reason for tnis is that troop movcments arc under
complete control, they are not started from a camp unless another
camp or embarkation facilities, in case of foreign transport, to-
gether wrth the ships, are available for the movement, The lack
of such contrel was the real reason back of the tie-up in itrans-
portation.

There was no diaffaiculty during the war so far as the do-
mestic transportition was concerned, except as 1t was interfer-
ed with by the congestion caused by war materials and supplies
for export., In other words, they did not know then that the
main principle in transportation to aveid difficulty should be
to not permit the loading of a car until tnere is a place where
it can be unloaded. Transportation 1s a moblle thing and not a



storage fecality. 8By reason of many thousands of cars being
loaded for which there was no place to unioad them, the rail-
roads, parbticularly those east of Chicago, were bturned into
gstorage houses instead of transportation facilities,.

There was no real lack of capacity of the railroads
during the last war to defiaitely handle the traffic 1f 1t had
becn properly controlled. The control was entirely lacking and
that 1s what caused the tie-up 1n transportetion, particularly
1n the Fastern terratory. There 1s nc lack of main line capa-
crty and, in fact, no lack of terminal facilities for the move-
ment of a traffic greatly in excess of anything that this coun-
try has ever secn, provided an accumulation of that traffic is
provonted. I have seen figures indicating that at one time
60,000 cars were tied up in the Fastern fery tory and could not
move a whecl for vhe roason thal there was no place to unload
them. A strange thing i1n conncection with that, as has often
bheen stated, 1s that 1f thosc cars had even been loaded to ca-
pacity, the number t1.4 up would heve becn reduced by 15,000,

The question now 1s what would or what ought to be done
undeor similar conditions that may exist in the future® For
purposcs of i1llustration, let us assume that we had rcpeated
again the same majoe conflict as cexisted before and that the
same transportation probloms were inveolved. In my opinion,
wast you noced, in the first place, 1s a coordination of procure-
mont to ivoid any coaflict between the Army and the MNavy and va-
r.ous lesscr brouches in the various districts in  haich suprlies
arc to be acguircd.

I am assuming that the absenec of such a coordination
which caused a greas deal of difficulty in the last war would
not be permitted to occur agein.

The noxt question is how to provent the loading of s car
until 1t 18 known that there i1s 2 definite placc to unlocd 1t.
In the last conflict thore was a great glut of material at tre
scaboara for which theore was no disposition. Thercfore, I be-
lieve that what ought to oe donc to prevent a congestion is to
establish through lhe Association of Amcrican Railroods an om-
bargo 1mmediaotely upon a deelaration of hostilitics and only por-
mit ¢rs $0 o¢ loaded 0 thoe Fastern seaports and other likely
placos of congestion wader o permit -~ tne dircction for the per-
mit to be fiven by the officer in charge at the cmbarkation
points and the handling thereafter to Lo under thoe jurisdiction
of & rcpresentative of the Associ~tion of Amcrican Railroads
who would handlc 2ll of the detoils.
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In oracr to aveid aelay for ncecssary mateorials, it
would prob~bly be nceess vy vo ¢alablich 1h~t, for a bettor
tcrmy, I shall dosignate as coatrol statious and to give a don-
ercte cxample we will assume thot Harrisburg, P nnsylvanic, oa
tho Pennsylvania Railroad, is cgt-olashed as a eontrol statiom
Material would be permitied to accumulate therce so as to be
readily accessible for movement Lo New York for oxport. Here
again you would have to establash an crbargo control at Harris-
burg to prevent thet point oeing congestrd. The genoral hand-
ling of tnis would bc under the jurisdiciron of the Car Scrv.ce
Division of tho Association of Amcricin Rarlroads, dircetly
wnder the supecvigion of the Vice Presadent of Operations and
Maintenanee of that Association,

There arc thirteen district managers of the Association,
located et stroteogic poaints throushout the entire United Stotes.
This orgrunization cen be readily expanded to cover the scaboard
and all of the 1l.rgor monufecturing points ond henvy iraffie
movements, to work directlv with the procurcment officers whom
we w8Ssume will be in charge of all procurument 1n the various
largor manuf cturing plants.

There can be no question whatever of the ability of the
railroads to handle any war load that may exist, if we are
certain that tney will be used es Pransportation mediums and
not for storage purposes, I have delivsred so-called lectures
at the Jar College for the past fifteen years and this very
question has been the principal theme of my various addresses.
It 1s my understanding that the .Jar Department generally 1s so
much 1n agreemenl with this opinion that they have now written
into the Army regulations rules thab specify that transportation
is for that purvose alone and not for storage purposes, and,
therefore, surplies and materials should not be loaded on cars
until 1t 1z definately known that they caan be promptly unloaded
upon arrival at destination,

Tne embarso method is constanily in use by the railroads
in accordance with the plans that have been 1n erxistence for
many yvears and ag outlined in my address to the war College on
December 3, 1937, 1t 1s counstantly in ase by the railroads in
times of heevy lraffic to prevent congestion. As an example,
we will assume tuot some concern 1a New York i N A R S
»ort business or in manufschburing wherc tie unloading of cars
can not be done promptly upon arrival fmrediate investigation
by & railroad reprcsentative might indicete that 1t was inpos-
gible for the accumulation to be rclieved witnin a reasonable
len~th of time and, thercfore, on embargo 1s i1ssued »ny the rail-
10ads which 18 transumitted to all lines .nd prevents the movement
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of ears to that point, cxecopt under a permit. Suct a permit
would not, of course, be issuced until such time chat cars
loaded for that point could be unloaded promptly.

This same prarciplce would spply to placcs like Pitts-
burgh or any other heavy menufacturing district where the ac-
cumulation of raw matcrials might also makec such an embargo
neccssary. llowever, one part of the embargo rcegulations con-
toired 1n a "Jote'", reads as follows

?It 1s 1llegal to ombargo freight cousigned
to the United States Goveenment, 1ts asuthorized
agents or officcrs. Mcntion of governncnt freight
1 cxemptions to cmbe rgocs is thercfore not ncees-
sary, 1t being understood that no embargo will
apply to tnis ¢l ss of freight.”

This should be changed amd Lhe railroads should have the

samne 1i1ght to erbargo goverament as well as any other freight
because, generally speaking, goverament Treight 18 just as
responsible for the congestions as 1s the movement of priv-
ate freight,

Someone has asxed the question about pricorities for the
movement of certain classes Of freight. To my mind, a priority
18 the first indication of a breakdown in t.ansportation. It
most cerlainly indicates thatv there i1s not transportation
enough to move all of the freight and, therefore, we have to
daiseriminate as to the use of transportation between different
classaes of traffic., 1lo priorities are needed in transportation
if ths conbrol method I have referred to 1is i1n effect., In other
words, the use of transportation as a transporiation medium and
not as storage facilities. I can well understand that you might
roguire priorities in the matter of manufactures but that would
not apply 1o transportation unless we oursclves make nccessary
by 3 failure to follow a2 conbrol method.

It 1s appreciated that the importance of the mr load
can not be over~emmhasized but there .s a great lack of knou-
ledge as to what the wir load rcally neans,., You probably will
be surprigscd 1f I should say %o you thab we have Tluctuations
in traffic from onec scason to nnother imd one year vo another
thet are greater than the total war load was at any time during
the wars. o have secen fluctuations From one ycar to another
wnat were nany timces the tobtel war load. Many {limcs sincc the
war the railroads heve handled t1affic that greatly oxcecded
that during tho war.
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Diseussion following leoture by

Mre Mo Js Gormley
Presudent, Assoclation of Amerdcan Rallroads

The Arvmy Industrigl College
April 25, 1939

Q  Hre Coruley, somevhére in my reading I have run into the state-
ment that the years 1920 and 1018 were comparsble fvom the railroadts
gtandpoint, and you have brought oul the bad situvation during the war
periocd of the traffic congestion utilising the railroad equipment for
storage purposes, In 1929 when you had your other bilp year, was that
gituation evident to any exbent?

4  Nob at all. 1923, 1926, 1927, 1928, and 1629 were &ll larger
than 1918.

Q Ia the sxplanation for this condition not exlsting because 1%
was spread all over the countyy whereas in the war there were natural
polnts where the congestion ovcurred and production was more cenbdralized
and the ports of esbuarkdbion naturaily fewar?

4  That didn't have a thing to do with it. The difficuliy in 1918
was entirely a questaon ﬂi‘ﬁlaak of control. That did not exist in 1929,
We had some embargess against industriss that would order beyond thelir
capacity to unload, but they were embargoed. We lmew that all the time,
Of course you have your principal manufacturers in the castern district,
bot that need not make a bit of differenes 1f you will not use the plants
for sturage purposess It 18 just a short haul from snywhere in the east

to the geaboard. OSome of those cars, you want to remember, were under
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. load for over six moriths, and I think soms longer. Unless it is stopped
the next time you have a confliet of that land, you arve going to run anto
the ldenticel conditions That is the reason why I I;mr@ great encourarg-
ment of what you arve é;simgﬁ YTou are planmng on a thing in advance,
planning what you can do.

Q' T thank thab in this schosl theve is an impression that the
conddtnon of the rallroad squigment; the walntenance, is such that the
railroad eguipment 4g depreciating to an extent they would be hard put to
1t 4f we incveaséd the load Pifty to sixty peveent, I would like %o have
your idess upon that situatlon.

A In 1937, vhith vas owr largest yesr dinee 1929, thal Is, the
top of the depression, some railroads even handled more business in 1937
than in 1929, Ve are now running close to 600,000 cars, In 1937 we had
860,000 as & pe&k*? I imngine with cur equipment today - repair work can
be carried on pretby fast - thab could all be cleared up in an emsrpency
under six monthe « you could budld a lob of new gars. Yes, we will take
50 percent and lmless thensix months, which is Wﬁk@r than you can
produce it and handle ib, |

Howry %ha% weang “spémding B lot of money for repsi:ing éguipment
lying en the sidetracks and not working elmply beeguse we have no use for
ity and then have free gnough monsy avound to repslr and then after spend-
ing the money put thew on the sidetrack 4o wait for business 10 come up.
That can all be cleaned upe'The differsnce between 1923 and the condition

existing today so far as ¢ar repairs are coneerned is that there have been
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retired since 1923 of the obaolete cars aboub 1,500,000, so that what
you ave deallng with boday iv a different car in bad order than in 1923.
Thers you haé the ¢l and the obsolete ears. Today thoss cars in bad
order are not old and cbaolete to any preet extent. That is what & part
of ihis §8,000,000 went fory mzr':img wow aquiprents, Thers were over
12:353@0 now m;x*s pot in in 1983, The aversage since that time up to the
depression was gboub 75,000 cars & year,

I% 48 & fadlt that we oun probably 700,000 ¢ars less now than at the
hagh pamt’ of ownership .i:; 1925, Ve will take the 1929 traffic today
‘and handle it from 300,000 46 400,000 less vars than required during
thet pertod due to thé increased efficlency of movemend, and everything
of ‘that kind, That gives you a Palr picturs of iba

@ Do you think with the sxperience of the Vorld War behind us
and sssmuming proper iniblsal approach to the problem that we can avold
the necessity for o railvosd sdministration in ancther major emerpency?

4  Theb i a haed thing bo sgy. It depends.

g I this counlry iﬁsalfw;ax*é in %ﬁr and sgsuning & bYigper war
than the lest time? ' )

4 I think thers would have o be séme kind of controls A good
Bany L;mré wc;alci have to be broken and the CGovermment 1tself would have
to do it. That conbrol, howaver, azs I understand 1%, in the War Depart-
mentyat least those T know don't expact bo do the thing Lhe sawe as last
time and t&k@ ﬁi&h@ hendling of the railroads out of the hands of the owners,
It lsntt nedessary 4o do'id at all. j I% iy merely acting as considerately
as they ean through the Associstion of American Railroads, which hao
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c&%:éw& ovsr the Eﬁ%ii‘i& sltuation, and if they were backed by someone 1n
the War Department who had the authority to disregard all kinds of laws
and gverything of thal kind, that would work a1l righte
Now, it micht be on the question of movement and things of that

kind, TYoumight take a lob of traffic away from some railreads md give
it to others, interfers with their esrnincs and soms financial AYTENge-~
ment be made 1f that was done, Therse i3 a plan over thers that carries
that ovte T hope they don't fofget it when it comes time to consider 1t
That is 2 funny thing sbout the War Departmont, You know obe adaln) stra-
tion poes 1n and the next ée;mas 2long and thoy cantt find them. There
is a very conplets iﬁlam in the Office of The Assistant Secretary of Ygr
that provides jush the snever to the thinee you talk about,

H

There is another thing — take the lash time. Tt was more of a

U VURPUN

fimneaal condition than snything olss, that 15, for most of i1he ralle

roads in the comntry. In the eastorn territory 1% wms a question of
an ebnorme) rise in wages of the incustry which took the skilled mrﬁmm
avay from railrosds. The sailroads didn't have monsy to pay Lhe mcreﬁtsed
wages, Governmendt did after they took them over. There would have tb
be gome Government control to prevent shilled workers beirg taken ma;%%
from the reilrond-, I don't see how it can be done by anybody else. L
Thers hould be an administrator to authorize the railroads %o act, Wit
1t ought not to te taken out of the hands of the individual rarlroads’ )
to operate., That is ;iu;t the primary principle. \

@, If putting the railroads in first-clase operating condition 1\{
W

!

!
1
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meens sbout siz months of rehabilitation, where would you get the lsbor
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and materials to do that rehabilitating if the country is not in a nommal
conuition but under the stress of war, or at least have greatly accentuated
indvustrial activity in all linest

A  Probably eliminste the W.P.A, and we wouldn't have much difficulty.

G  Are penerally skilled men reguired for that?

&  That car repairing imiteg very skilled individual can make car
repair in thirty days. I don't believe you would have much diffioulty ~
you might if the munitlons industry absorbed your skilled labor. To have
wholesale enlistment or drafting of skilled workers from the railrosds,
your main branch of defense, is bad and just should not be dons. If that
is not done, I don't think you will have a grest deal of &ifficulty.

In the firsi place, you have thousands of unemployed skilled workers around
these locomotive and car building plants. Given six monthe you could resch
a pretty high peak in transportation,

§  Would you indicate a little further as %o just what form you think
this constructive legislabion should take. Then, if the Government is
going to ante up for some of the money, isn't the tendency to assums
mo¥e control and get around Government control of ownership?

A I don't think so. Senator ¥heeler on the Town Hall mesting
bhig morning was asked that same question about government ownership,

He said he haa thoughts sbout 1t one day himself, tubt after watching very
carefully the operation of most of the new bmresus arcund Washingbon he
doubted 1f the government could do anything well. The railroads are not
asking for any subsidy. What they cught to do today 1s losn sny railread
that wants it, I don't say tgive® 1%, for the repairs of all this equip-
ment they have been forced to defer, loan it to them and to be pald back

nsm



withag% any interest, Oun new equipment - toke the egquipment trusts for
their value, ssll them on the market, hold them themselves, or anything
of that kind. Jesse Jones says he hag made a fine profit, I saw an
equipment troet voted the other doy on a railroad in bankruptcey for less
than 3 percent. Tow, if they can do that there is gbill a good investe
ment there, That is all they would Iave to do today, Jjust give an une
limited lven for new equipment snd teke the equipment trust for security,
Loon the other for the repairs of the equipment, to be paid back as soon
as it can be done. Don't forget that the GQovernment losned the rail~
roads after they came out of the way, as I recall 1% now, sround
$600,000,000.  They gob every cent of it back except from one railroad,
and incidentally, made about & $60,000,000 profit on it, the difference
betwaen what they hed to pay for the money and what they had loansd to

the reiiroads. There iz no bebter cecurity in the world, and talking
shout unemployment, I dm't know of an essier way %o do it than Just thai.
Bub don't surround it with a lot of idess - lat them do 1t tleir own way.
1 don't think that would bring them snywhere near Government ownership.

I think the people generally have the Feeling thot the Government is sbout
up to its neck now.

Q  You mentioned 13 regionsl officers of the AR.A. for controlling
traffic, Would those agencies be equipped to control the traffic on all
classes of railways, the first, second, am third class?

A You mesn on the question of rightsl

&  On the actual varloading of traffie, at the shipping noint by
pormite 1o order to assure that 1% world be unlosded in bime.

- B -
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A A permit origipates from destination, and unless the conditionm
a% destination Justifies the loading of the cer, then it camot be loaded
Hobody has any eontrol over that except the man at the point where the
embargo 1e issued. Nobody can counteract that order. If a man in New
York City slong side of an Ay officer simply says "Here is what we
want and here is our record of where it ie bought.® He immediately
isgnes the permit, the railrosd on which 4t is to be loaded. The cars
ave furnished for that, That men st the loading point has no control
over 1% whakever,

@ You have the complets machinery and orgenization %o handle
that even in » meximum peak load?

F:1 %o could expend that o handle it. For imstance, in Pittsburgh
ig an example. The regson I asked the question mbout the coordination
between Army snd Navy is becouse of that. %Would there wers a place at
Pittshursh whers the railrosd representatives could have a view of
the demands on manufacture from all over thab district so he wonld know
gxactly what to do in case of congestion trouble., If they were going
to bransfer their orders he could be in touch with it. W¥e would have
a pepresentative in the plant of our own and know every day what is
golng on, working in connection with our dlsirict mansger at Pitteburgh.
The seme tHLng is true at destinstion.

Q Yoo mentioned the matter of six months in comnection with
equipment. Do you think thet the rallroad equipment industry is
adequ-te today to meet the demends of the heavy maintenance load as of
& peak operation load?

w T o
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.1 1 suppose under pressure they could turn oub probably 150,000
cars in a year, possibly a 100,000 and not be under pressurs.

Q  Locomobives also?

A  Oh, yes, I don't believe you wonld get any load that the
railroads couldn't meet faster than you produce it, Yoo ere not going
to show much for ninety days. You really won't be gorng any reasonable
rate under six wonths. I think we would be up with you at that time,

4] 1f called upon, could the Associat ion submit the nsme of an
ipdividual fully guslified to aseume the dnties of afministrator of
transporbation in war?

54  Yes, give you eight or ten.

Oolonel Jones: I don't want you Yo lenve here with o wront impression
1 your mand from the line of questioning that has been put w 0 you.
1¢ 1 didn't know snytblag sbout 1%, I wonld assume that our plan was
lausy ana we were going to be in a pretty bad shape. We heve 8 trans-
pertation plan and that plan was worked out with you, I am the custodisn
of it. It has been worked out with you. The Quartermaster General is
the director of transportation of the Ammy, and §% is planned on M-day
to issue an emphetic corder that no car will roll sntil there is in the
hands of the men who started the rolling a telegram, a letter, or a verbal
messsgze that that car can be unlonded within twenty-four hours ab
destination.

Mr, Gormley: I thank I menticned that that was true, thed thal was
in Aray Regulations.

Colonel Jones: I don*t think that hbs eunk in. 1% should be in the

B
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minds that that is a part of the plan. The next part of the plan is

thia, that the 13 regional directors will be used, and so far as the

plan is doncernad it is not conbemplated to geb wp any reilroad adeinipge
trabion tut that the Queartermaster General's 0ffice, which is working
right with your office today, is properly equipped and if nocessary in the
plan for the director of transportation he will have tled in with him
such aubhority that if you peopls who sre hendling the shipment ssy the
law hag %o be broken, it will be broken, with impunity.

We have gob the plan, we have worked it out with the psople vwho
ktow kow to work it out. DBub with 2ll these if we don't get the right
men in suthorily, God help our plans, [ o

¥ir. Gomsleys I hope they'don't forget there is a plan.

TQel, Jones: If we adhere to it and sbick to the thing and let
people sho ¥mow how to run it for us, but if we try to run it ourselves
we are sunk, that is all thers iz to ih.

Q@ In cose of war and recruibing went on, what preportion of your
labor could you afford to lose snd still not hinder your operationst
In olher words, wheb proportion of your lsbor is skilled?

A & very wonall pard of i, and that would hawve to be selected,
That ought to be done by each railroad, sach determine for itgelf what
skilled lebor it can leb go without inberference to its operation,

He realize theb you wonld heve o have a certain number, just like your
sngineers and trensportation reginents that you had bvefore. You cannod
peoruit those from augwhere slss.  That would be from the reilrcads,
fron the officers émT You will pick out the offiecer and a1l the

A«
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‘rest a1l %hﬁ way down the ling, I bad something to do with plaking
thrae or four of them myself. I had to translate the meme of & reilroad
worker into his name &n the Army, figure sut whal he would be called in
the Ay after he hed a mniform compared to what he wae now. We had no
diffieulty with that, That con be done by & provess of selection and
will have to be done. What I am telkdng sbhout is the machinist and

the gkilled crafts that keep the locomotives in repair, not the car
fellow. That isntt such & finished job, a8 repairing locomotives and
Kkeeping those tn trin,

Q@ That proporblon would yon say they constitubel

& 1 wonldn't even give you b guese on thab, but I would certainly
gy it would be the last class I would pick on, if ever,

@ Tou brought oub, Mr. Gomley, that pard of owr trovble in 1017-18
wae fue Yo ladk of manmgement, Another contributing factor was the status
or condition of the volling stock and vights of way of the different
Tallroads, Conld you glve ue sny camparison o8 to the relative
¢ondition as compared with 1918 of our railrosd systemsi

& 1 would soy they ave very much betier. On sccouht of the large
amounts of money spenfl Guring the peried 1923 to 1930 the plants were
pab in firet-class condidion., You had your locomotives under repeur
Gown to the lowest in the history, and the same with the cors. During
these periods you have boen living on tuilt-up maintensnce, In 1018
you had slready fallen back on your maiatenance, and largely for the
B30 reason you are up sghinst it today. Your earnings were just too
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eloge bo your oubgo.

&  In other words, we have had about ten yoars neglect of meinbenance
to dabe, How many years og neglect of maintenance before 19187

A& Yo heven'i had ten yesrs of maintensnce neglect today, Ve howe
elininated sbout 1,360,000 of those old garg., You didntt have that
kind of 2 condidion to start with in 1918« The cars thet we hove today,
wilh few exveptiona, on acoound of these heavy retirements, ore pretiy
fair and can be saslly repaived for st loast a few years' gervice, You
didn't have that in 1918, and so I say that your condliion confronting
you bolay is very far sperior today than it was in 1918 when you wead
into tha war.
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