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The I r o n Horse . 
A G e n e r a l S u r v e y o f t h e R a i l r o a d RroDlem 

From s m a l l b e g i n n i n g s i n 1830 when the f i r s t r a i l r o a d was 

c o n s t m c t e d , the r a i l w a y i n d u s t r y has p l a y e d a major p a r t i n 

the development o f t h e United S t a t e s , k n i t t i n g t o g e t h e r i t s 

f a r f l u n g and remote q u a r t e r s . I t has surmounted mountain 

b a r r i e r s , t r a v e r s e d , d e s e r t s , p l a i n s , and p r a i r i e s , and snanned 

mighty r i v e r s . j t has enabled the f r e e i n t e r c h a n g e o f the 

v a r i o u s p r o d u c t s o f natx.ire and man's ovm c r e a t T o n . Today the 

r a i l r o a d s i n the u n i t e d S t a t e s occupy one o f uhe n i g a e s t p i n ­

n a c l e s o f our i i i h u S G r i a i i i i e . They have r i g h t l y been c a l l e d 

our " t w e n t y - p e r c e n t i n d u s t r j / " , because t h e y n o r m a l l y purchase 

t h a t much or tne b a s i c p r o d u c t s o f the countrj'' each y e a r , 

L . i n c e t h e y do c o n s t i t u t e one o f our major i n d u s t r i e s , e v e n t s 

o f an economic o r p o l i t i c a l na u r e soon nave t n e i r r e u e r c u s -

s i o x i s on r a i i r o a c t b a l a n c e s h e e t s ; and, m t u r n , t h e i r p r o s ­

p e r i t y o r a d v e r s i t y has i t s profound e f f e c t on the w e l f a r e o f 

the n a t i o n . 

Today these raGlroad.s a r e r a c i n g a a e r m i t e c r i s i s . . ±t 

- i s the purpose o f t n i s paper t o t r a c e the l e g a l and economic 

h i s t o r y o f the r o a d s , t o make a statement o f what the w r i t e r 

c o n c e i v e s t o be t h e i r p r e s e n t c o n d i t i o n , t o c l e a r up a few of 

t h e p o p u l a r m i s c o n c e p t i o n s t h a t seem t o e x i s t c o n c e r n i n g t h e i r 

problem, and f i n a l l y t o o f f e r some a u t h o r i t a t i v e s u g g e s t i o n s 

- and p r e d i c t i o n s a s to t h e i r f u t u r e . To t h i s end I have made 

l i b e r a l use of comprehensive s t a t i s t i c s t h a t a r e a v a i l a b l e , 

. o f tne r e ) o r a s o f v a r i o u s i n v e s t i g a t i n g bod'es, and o f the 

- c r i t i c a l s u r v e s and e v a l u a t i m s by economists, p o l i t i c a l ad­

m i n i s t r a t o r s and r a i l r o a d l e a d e r s t h e m s e l v e s . 



I . P u b l i c Demand i n the GO'S and 80's f o r F e d e r a l R a i l r o a d 

L e g i s l a t i o n . 

S e c t i o n 8, A r t i c l e 1 o f t h e C o n s t i t u t i o n p r o v i d e s t h a t : 

"The Congress s h a l l have power...to r e g u l a t e commerce w i t h 

f o r e i g n nat'ons and among the s e v e r a l s t a t e s and w i t h the 

I n d i a n T r i b e s . . . a n d to make a l l laws v/hich s h a l l be n e c e s s a r y 

and proper f o r the c a r r y i n g i n t o e x e c u t i o n o f the f o r e g o i n g 

powers and a l l o t h e r powers v e s t e d b;/ the C o n s t i t u t i o n i n the 

Government o f t h e U n i t e d S t a t e s o r i n any department or 

o f f i c e t h e r e o f c " 

The c o n s t i t u t i o n d i d n o t , o f c o u r s e , i n t e r n r e t i t s e i r , 

so :in due course one p h r a s e " t o r e e g i l a t e commerce" came be­

f o r e tne ouprerie C o u r t f o r i n t e r p r e t a t i o n i n c a s e s a r i s i n g 

from d i s p u t e s among the s t a t e s . There i s a l o n g l i n e o f 

l e a d i n g c a s e s i n w h i c h the u o u r t upneid the corrpiere power 

g r a n t e d to the F e d e r a l Government to r e g u l a t e i n t e r s t a t e 

commerce, 

D u r i n g the f i r s t e i g h t y y e a r s o f t h e Government's 

e x i s t e n c e uongress a i d not e x e r c i s e i t s power to r e g u l a t e 

t n e conduct of r a i l r o a d s engaged i n i n t e r s t a t e commerce. I t s 

f i r s t r e g u l a t i o n was p assed i n 1366 and a u t h o r i z e a r a i l r o a d 

companies c h a r t e r e d by the s t a t e s to c a r r y p a s s e n g e r s , f r e i g h t , 

e t c . , from one s t a t e t o a n o t h e r and to r e c e i v e j u s t compen­

s a t i o n t n e r e i o r e , and to connect w i t n roads o f o t n e r s t a t e s 

so a s to f o i r a c o n t i n u o u s l i n e s f o r t r a n s p o r t a t i o n o f the same 

from s h i p p i n g p o i n t to d e s t i n a t i o n . I n 1873, an a c t vras p a s s ­

ed r e g u l a t i n g the t r a n s p o r t a t i o n o f l.Tvestock o v e r common 

c a r r i e r s . 

I n t he same y e a r c o n g r e s s a u t h o r i z e d the appointment of 

t h e Windom Committee t o r e p o r t upon the s u b j e c t o f t r a n s p o r t -
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a t i o n between th e i n t e r i o r and t h e A t l a n t i c seaboard; and l a t e r , 

i n ibBto, bne v_,ullora uoimiii-cnee was a p p o i n t e d t o make c e r t a i n r e ­

commendations, out of w h i c h tgrew the A c t t o R e g u l a t e Ooramerce, 

e s t a b l i s n i n g t n e i n t e r s t a t e UoEcaerce commission a s tne govern­

i n g ood.j f o r t h e r a i l r o a d s . 

W h i l e F e d e r a l l e g i s l a t i o n d e a l i n g w i t h i n t e r s t a t e conrierce 

came a t a l a t e r d a t e , i n t h e development o f the country, t r a n s ­

p o r t a t i o n , i n one phase o f a n o t h e r , has been the s u b j e c t of 

a l m o s t c o n t i n u o u s p u o i i c d i s c u s s i o n and governmental c o n s i a e r -

a t i o n . i t was a m a t t e r o f O o n g r e s s i o n a l c o n s i d e r a t i o n l o n g 

b e f o r e the r a i l r o a d development had r e a c n e a a stage t h a t en­

t i t l e d i t t o 06 c o n s i d e r e d an important f a c t o r i n moving the 

commerce o f the c o u n t r y . Durin.g the p e r i o d 1800-1850, wnen 

t r a n s p o r t a t i o n was l a r g e l y by means or t u r n p i i c e s and c a n a l s , 

s e r i o u s c o n s i d e r a t i o n was g i v e n to u s i n g f e d e r a l funds f o r a 

p l a n w h i c h contemplated a p r o t e c t e d waterwaj'- from New England 

t o South o a r o i i u a , a l o n g w i t h c a n a l s , c a u a i i z e c i r i v e r s , and 

wagon roads t o connect t h i s waterwa?/ v / i t h the Ohio R i v e r and 

the u r e a t L a k e s , Such was the c r y i n g neea l o r t r a n s p o r t a t i o n , 

toeanwnile, r a i l r o a d b u i l d i n g and c o n s t r u c t i o n , which 

s t a r t e d i n t h e 1880-1830 decade, aad ueen r a p i d l " ' expanding 

u n t i l t h e r e vrej.e liiany S i f i a i i a i s c o n u e c t e d l i n e s i n a l l p a r t s 

o f t h e oountTj, W i t h the abandonment of the promoting of t h e 

promoting of i n t e r n a l improvements i n c a n a l s and t u r n p i k e s by 

t h e F e d e r a l and S t a t e governments, a t t e n t i o n , was tui-nou. oo 

t n e aevelopiueiit Oi 'L,u.e new form of t r a n s p o r t a t i o n , tne r a i l ­

r o a d . I n t h i s the governments took a minor p a r t hj f u r n i s h i n g 

c r e d i t ; out i t was l e f t p r i m a r i l y t o p r i v a t e e n t e r p r i s e lo 

c o n s t r u c t the new c h a n n e l s o f communication, a l t h o u g h a s s i s ­

t a n c e was g i v e n by uotxi i e a e x a u a.iiu b t a t e a u t h o r i t i e s i n the 
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form of g r a n t s o f l a n d , t a x c o n c e s s i o n s , and s u b s c r i p t i o n s t o 

bonds GO encourage r a i l r o a d b u i l d i n g . r>j tne y e a r 1870 i t was 

s u b s t a n t i a l l y a complete p r i v a t e e n t e r p r i s e . 

I n t h e p r o c e s s of t h e developraent, l o c a x syste:,.s v/ere 

connected to roria truruc t i n e s e x t e n d i n g from tne - ^ . t l a n t i c s e a ­

board to tne c e n t r a l w e s t . As a r e s u l t o f improvements i n 

a g r i c u l t u r e , tne f a i m e r s m t h i s newiy de-renoped t e r r i t o r y 

produced l a r g e s u r p l u s s e s o f f o o d s t u f f s , miicn more than ".'as 

n e c e s s a r y f o r domestic constunption, and w h i c h c o u l d f i n d an 

o u t l e t o n l y i n t i i e e x p o r t m a r k e t , oinoe th e y depended upon 

r a i l r o a d t r a n s p o r t a t i o n to get t h e i r p r o d u c t s to the s e a ­

board, t h e q u e s t i o n of r i n d i n g a s u c c e s s l h i l market n i n g e a upon 

the r a t e s charged l o r sucn t r a n s p o r t a t i o n , o o n s e q u e n t l y , t h e n , 

a s now, the f r e i g h t r a t e was a m a t t e r of importaiioe and c o n c e r n , 

x±s new l i n e s wei-a r a p l u i . b e i n g o u l i t , ana i n t e n s e r i v a l r y l o r 

t r a f f i c developed, and r a t e s were h i g h l y u n s t a b l e , n a t e s were 

o f t e n xiigner f o r s - o r t e r t h a n f o r l o n g e r h a u l s , and wheii farm 

p r i c e s f e l l tne r a t i o o f f r e i g h t r a t e s to t h e i r s e l l i n g p r i c e s 

became u n b a l l a n c e d . (jormjlait t s of e:, t o r t i o n and d j s o r i m i n a t i o i i 

grew, 

o i n c e tne i - a i l r o a d s were ovmed largel'?- by h a s t e r i i and 

European c a p i t a l , t h e f e e l i n g s a g a i n s t them were i n t e n s i f i e d , 

a s s h i p p e r s i n the f a r m b e l t l ooked upon them as absentee own­

e r s and complained t h a t t h e y took too much away from l o c a l 

c o n m u n i t i e s . The s i t u a t i o n r i n a l l y c u l m i n a t e d i n what v/as 

known a s wranger l e g i s l a t i o n . T h i s body o f l a w e s t a b l i s h e d 

a system o f s t a t e c o n t r o l oy d i r e c t s t a t u t o r : / r e g u l a t i o n , 

v mlch p r o h i b i t e d e x t o r t i o n and u n j u s . u i s c r i m i n a t i o n s and p r e -

s c r i o e d s c h e d u l e s of maximum r a t e s . Gradually/ the powers over 

r a t e s were t r a n s f e r r e d t o commissions wnien uad p r e v i o i s l y 



5. 
been conoerned w i t h a c c i d e n t p r e v e n t i o n , the c o - l e c t i o n of 

s t a i s t i c s , o r s e e i n g t h a t the r a i l r o a d s c o n u i i e a . . i t h the laws 

c r e a t i n g tneia, 

t h e n tne t+ranger l e g i s l a t i o n got i n t o the c o u r t s , which 

i t i n e v i t a b l e a i d wnen the r a i l r o a d s resiSu-ea uub^i^.ts t o r i x 

t i u x i r r a t e s , zne c o u r t s decided t h a t t h e s t a t e s had anrole power 

t o r e g u l a t e r a t e s and c harges r o r uuy b u s i n e s s u i i e o t e d w i t h a ' 

p u b l i c i n u e r e s t , e i n n e r througn d i r e c t l e g i s l a t i v e enactment 

o r tnrougii p u o i i c s e r v i c e c o i i m i i s s i o i i s . E a r l i e r d e c i s i o n s o f 

hue Supreme uouro .-ad upheld t n e n g n u o i -cae l e g i s l a t u r e s to 

f i x r a t e s c o n c l u s i v e l ^ n , hut . l a t e r the (Jourt r e v e r s e d j t s e i f 

and p r o v i d e a oiiau sucn r a t e f i x i n g s s n o u i d be s u b j e c t t o 

j u d i c i a l r e v i e w , l i h i l e t he s t a t e s e x e r c i s e d c o n t r o l over i o -

c c j . u x a f i i c and r. t e s , tne g r e a t preponderence of commerce v/as 

i n t e r s t a t e , and no c o n t r o l v/as v e s t e d i n any ij'ederal a u t n o r i t y 

t o h e a r c o m p l a i n t s or to curb abuses, s i n c e Uongress had not 

a c t e d on t h i s s u b j e c t . 

I n the earl;'" 70's the p::'ohlem of t r a n s p n r .ut on as i t 

a f f e c t e d , the p u b l i c i n t e r e s t v/as i n a lar^ge measure r e l a t e d t o 

v/hat were thought to oe u n r e a s o n a b l y h i g h , ana a t t i n e s , even 

e x o r o i t a n t c narges f o r s e r v i c e , a c o n d i t i o n wnich v/as l a r g e l y 

t h e r e s u l t of demands "for t r a n s p o r t s t i o . n s e r v i c e s deve.:.oping 

more r a p i d l y t h a n :ne giowth o f f a c i l i t i e s t o keen nace w i t h 

t h e i n c r e a s i n g needs o f coiimerce, i n e r a ' i r o a d i n d u s t r y v/as 

l o o k e d upon as h a v i n g a monopoly i n the t r a n s p o r t a t i o n f i e l d 

and .tie-'ce i n a p o s i t i o n to ctian, .« as i t saw f i t v/itnout r e g a r d 

r o r f a i r n e s s t o t h e p u b l i c v/hich i t s e r v e d . 

I n response t o the p u b l i c demand f o r r e l i e f from t h i s 
c o n d i t i o n , a coranittee o i t h e l e n a t e , chaireo. oy o e n a t o r windom, 
v/as appointed i n 1872 t o i n v e s t i g a t e and r e p o r t t o c o n g r e s s 



d. 
p o s s i o l e r e m e d i a l l e g i s l a t i o n . The f i n d i n g s of t h i s committee 

i s s u e d i n 1 8 7 4 , were s u u s t a n t i a i i . y v n a t t h e remedy was m o r e 

c o m p e t i t i o n , i t c o n t a i n e a a recoimneridation t h a t Congress should 

f o s t e r t h i s c o m p e t i t i o n oy i u r t n e r development o f i t s waterways 

and l i x c e w i s e shoi.ild g i v e c o n s i d e r a t i o n t o the purchase or one 

or more of the. e x i s t i n g E a s t and ,:est r a i l r o a d l i n e s t o be op­

e r a t e d i n c o m p e t i t i o n w i t h l i n e s s i m i l a r l y s i t u a t e d but under 

p r i v a t e management, .iiere was the f i r s t s u g g e s t i o n of a govern­

mental " y a r d s t i c k " to check qn p u b l i c u t i l i t y p r i c e s . 

Had t h e s e recommendations been adopted t n e y would un-

doubGealy nave prouuced c n a o t i c r e s u l t s and wo' I d p r o b a b l y 

have brougiit the same d i s a s t r o u s consequences t h a t r e s u l t e u 

xrom the i n t e n s i v e c o m p e t i t i o n w h i c h was l a t e r t o a r i s e w i t h ­

i n t ne i n d u s t r y i t s e l f . The c h i e f cause f o r d i s s a t i s f a c t i o n 

was not i n t n e s i z e of the r a t e s but i n Wxiat 'oere looked upon 

as a i s c r i m i n a t i o n s , Thus c o m p e t i t i o n was the source o f the 

allegeo. a o u s c s . i n a d a i r i o n , t he oar s u p p l y was l a r g e l " i n 

tne nanus o f p r i v a t e companies. The p u b l i c , wno had no d e a l ­

i n g s w i t i i t n e i r a g e n t s , but who were i n c o n t a c t o n l y w i t h the 

r a i l r o a d s , b e l i e v e d tne l a t t e r GO ue t.ne cause of many o b j e c t -

lonauxe c o n d i t i o n s a r i s i n g rrom c a r s e r v i c e . 

Hew and s p e c u l a t i v e r a i l r o a d b u i l d i n g i n the l a t e 70's 

and e a r l y 80's r e s u l t e u m a n e x p a n s i o n f a r beyond tne uiv.ns-

p o r t a t i o n needs o f t n e c o u n t r y and r e v e r s e d the s i t u a t i o n e x ­

i s t i n g i n tne p r i o r p e r i u u wnen f a c i l i t i e s were f a r below the 

demand f o r t r a n s p o r t a t i o n s e r v i c e s , x h i s development proven 

ue n s u f f i c i e n t remedy f o r tne c o m p l a i n t s i m i s e d t o d a t e , 

n e v e r t h e l e s s , i t brought w i t h i t consequences q u i t e a s d i s ­

a s t r o u s from the p u b l i c p o i n t o f v i e w as tho s e w h i c h r e s u l t e d 

from t h e c l a i m e d e x o r b i t a n t r a t e s ; and i t thus s e r v e d t o make 



c l e a r t h e f a c t t h a t p u b l i c o p i n i o n was not so Mucn concerned 

w i t n t i i e . s p e c i f i c l e v e l o f r a t e / ; a s Giiey v/ere w i t h p r o t e c t i o n 

from r e b a t e s and p r a c t i c e s i n v o l v i n g ; d i s c r i m i n a t i o n i n bovm 

r a t e s and s e r v i c e s . 

'• The p r i n c i p a l causes h e l d r e s p o n s i b l e f o r the c o n d i t i o n s 

a t t h a t time i, 1B86) a r e e x c e p t i o i i d i i y w e l l s e t f o r t n i n 

answers t o tne q u e s t i o n n a i r e s o f tne u u l i o m uommittee, sub-

m i t t o a by ,,, G, n a o u i , t - a n r r e s i a e n t or tne c e n t r a l R a i l r o a d 

and B a n k i n g uompany o f G e o r g i a , ne s a i d i n p a r t : 

^•The d i s c r i m i n a t i o n s complained o f by t h e p u b l i c a r e the 

r e s u l t o f cora.iet i t i o i i , , .We have taught o / i r s e i v e s to r e i . y on 

c o m p e t i t i o n f o r r e l i e f from monopoly and e x t o r t i o n , but we a r e 

s e e k i n g r e l i e f when we i n r e a l i t y need none, and the means ad­

opted i r r r e l i e r had brought us f a c e to f a c e • i t h and e v i l o f 

immense magnitude and out o f a l l p r o p o r t i o n t o the i m a g i n a r y 

one o f Dionopoly ana e x t o r t i o n , an the n a i u x e u f t h i n g s ex-

t o r o i o x i wouia r a v e ourea i-Gself o r nave been d e a l t w i t h by 

l e g i s l a t i o n , , , I t s s a t i s i a o t o r ; ' - s o l u t i o n i - v o i v e s , i n my o p i n ­

i o n , the e n t i r e e l i r a i n a t i u x i o f tne p r l i i c i p . i . e s o f c o m p e t i t i o n 

i n tne sense t n a t we now unaerstaxxa c u i i x p e t i u i o j i , i . e . , a 

c o m p e t i t i o n i n r a t e s , j u s t t o what exoexxt we can modify com­

p e t i t i o n , t o t n a t e x t e n t we can d e c r e a s e a i s c r l m i n a t l o x x . 

r h e r e i o r o , i n my judgment, the f i r s t s t e p i n the case i s the 

s t u d y o f tne q u e s t i o n o f c o m p e t i t i o n and t:ie devisx-xxg o i some 

p l a n l o r i t s m o d i f i c a t i o n . " * 

The uollom uommltGee had ueen ap p o i n t e d the R r e s i d e n t 

o r the oeuate March 2 1 , iBOb, nncier t h e a u t h o r i t " - o i a r e -

t i c i u t i o n adopted by the oenate and r e a d i n g Ixi p a r t a s f o l l o w s : 

* Cullom uommittee r e p o r t . 1bb7. p.128, 
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" R e s o l v e d , t h a t a s e l e c t coiraaittee o f f i v e s e n a t o r s he 

a p p o i n t e d t o i n v e s t i g a t e and r e p o r t upon the s u b j e c t o f the 

r e g u l a t i o n o f t r a n s p o r t a t i o n b" r a i l r o a d and w a t e r r o u t e s i n 

c o n n e c t i o n o r i n c o m p e t i t i o n w i t h s a i d r a i l r o a d s i n the h a u l ­

i n g o f f r e i g h t and p a s s e n g e r s betvreen the s e v e r a l S t a t e s . . . " * 

* I b i d , p. 1 , 
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1 1 , a B r i e f Review o f r e d e r a l R e g u l a t i o n o f the R a i l r o a d s 

t o 1940, 

W h i l e the s t a t e s through t h e i r l e g i s l a t u r e s had endeavor­

ed to r e g u l a t e the f a r e s and p r a c t i c e s o f the r a i l v / a y s , i n a 

case w h i c h reached the Suprerae Court i n 1886, t h a t o f the 

Vvabash, 3 t , L o u i s , and R a c i f i c R a i l r o a d Go. v s . I l l i n o i s 

(118 U.S. 5 5 7 ) , we f i n d t n e c o u r t h o l d i n g t h a t the r e g u l a t i o n 

o f i n t e r s t a t e conmerce i s c o n f i n e d t o Congress e x c l u s i v e l y . 

The import o f t h i s d e c i s i o n was t n a t s i n c e a m a j o r i t y o f 

commerce was i n t e r s t a t e , and s i n c e Congress had not y e t 

e x e r c i s e d t h e powers g r a n t e d t o i t , t h e r e e x i s t e d no r e g u ­

l a t i n g agency. The r e a l i z a t i o n of t h i s , t o g e t h e r w i t h the 

c o m p l a i n t s r e g a r d i n g the r a i l w a y s , f i n a l l y c u l m i n a t e d i n the 

passage of the n e t to icegulate Commerce of 1887, 

The primar;'- o b j e c t i v e o f t h i s l e g i s l a t i o n was based up­

on the t h e o r y t h a t the paramount e v i l c h a r g e a b l e a g a i n s t the 

o p e r a t i o n o f the t r a n s p o r t a t i o n system i n the u n i t e d S t a t e s 

was the u n j u s t d i s c r i m i n a t i o n between p e r s o n s , p l a c e s , com­

m o d i t i e s , or p a r t i c u l a r c l e s c r i o t i o n s o f t r a r f i c . I t was 

hoped t h a t t h e s e d i s c r i m i n a t i o n s c o u l d be p r e v e n t e d by de­

c l a r i n g them unlav/l'ul, oy adding to 'Giie common law remedies 

a l r e a d y a v a i l a b l e f o r tne s e c u r i n g o f r e d r e s s , and by r e ­

q u i r i n g the g r e a t e s t p r a c t i c a l degree o f p u b l i c i t y r e g a r d i n g 

r a t e s , f i n a n c i a l o p e r a t i o n s , and the methods of management o f 

t h e G r r i e r s . Thus a l l r a t e s v/ere t o be j u s t and r e a s o n a b l e , 

and the p o o l i n g o f t r a f f i c or revenues by competing roads v/as 

d e c l a r e d u n l a w f u l . Charges were to be e q u a l f o r l i k e s e r v i c e , 

and t r a f f i c was t o be i n t e r c h a n g e d w i t h c o n n e c t i n g l i n e s w i t h ­

out d i s c r i m i n a t i o n i n r a t e s ; and i t was made u n l a w f u l to charge 



- 10. 

o r r e c e i v e a g r e a t e r compensation f o r s e r v i c e s g i v e n f o r a 

s h o r t e r d i s t a n c e t h a n "we:ce r e c e i v e j d f o r a l o n g e r d i s t a n c e over 

t h e same l i n e i n the same d i r e c t i o n under s i m i l a r c o n d i t i o n s 

and c i r c u m s t a n c e s , she Commission was g i v e n a u t h o r i t y to de­

t e r m i n e when d e p a r t u r e s from the law were p e r r a i s s a b l e . 

The l a w was l a r g e l y a statemerrc o f p r i n c i ; l e s and o b j e c t ­

i v e s , but i t n e v e r t h e l e s s r e c o g n i % e d and. r e a f f i r m e d the r i g h t 

of a l l u s e r s o f t r a n s p o r t a t i o n s e r v i c e t o be u n i f o r m l y t r e a t ­

ed, both i n m a t t e r o f r a t e s and. s e r v i c e , and p r o v i d e d r o r such 

procedure as seemed n e c e s s a r y a t the time to accomplnsh t h e s e 

p u r p o s e s , i n d e c l a r i n g t h a t r a t e s s n o u i d De u n i f o r m and not 

d i s c r i m i n a t o r y l o r comparative s e r v i c e , and f u r t n e r d e c l a r i n g 

t h a t such r a t e s , r e g a r d l e s s o t t n e c o m p e t i t i o n , s h o u l d not be 

e x o r b i t a n t i n i n t e n t o r g e n e r a l e f f e c t , t h e y tended to m i n i ­

mize the e f f e c t o f corn re t i t i o n so f a r a maximum r a t e s w e r a 

conoerned, and r o c o g n i z e d the p r i n c i p l e t h a t c o m o e t i t i o n i n 

s e r v i c e a l o n e i s i n the p u b l i c i n t e r e s t . Although the p r o ­

v i s i o n s f o r enforcement o f the A c t were l a t e r t o prove i n ­

adequate, the f i n d a m e n t a l soundness of t h e l e g i s l a t i o n was 

g e n e r a l l y r e c o g n i z e d and e s p e c i a l l y noted by the I n t e r s t a t e 

Commerce Commission i n i t s f i r s t r e p o r t to C ongress. 

An a p p r a i s a l by the Commission o f the e f f e c t of :he r e ­

g u l a t i o n i n r a t e making on the r a i l r o a d s a f t e r t e n y e a r s of 

t h e A c t found t h a t the r a i l r o a d s were l e f t f r e e to make t h e i r 

own r a t e s . The Commission had n e v e r c l a i m e d the r i g h t t o p r e ­

s c r i b e a r a t e i n the f : v r s t i n s t a n c e but h e l d t h a t i t s power 

i n t h i s r e s p e c t was t o determine whether a s p e c i f i c r a t e im-

posea oy a r a i l r o a d v;as f o r any r e a s o n i n c o n f l i c t w i t h the 

l a w . A c c o r d i n g l y , i t had e x e r c i s e ! a u t h o r i t y t o modify o r 

reduce r a t e s f i x e d by the r a i l r o a d s o r to p r e s c r i b e l o w e r r a t e s 
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f o r t h e f u t u r e o n l y when they v/ere found upon i n v e s t i g a t i o n to 

he u n r e a s o n a b l e or u n j u s t l y d i s c r i m i n a t o r y . But Court d e c i s i o n s 

i n 1896 and 1897 had t a k e n away the power the Commission had 

assumed i t had under the o r i g i n a l a c t . Congress f a i l e d t o a c t 

on t h e i r recommendation to remove t h e s e o b s t a c l e s t o the e n f o r c e 

ment o f the lav/; t h e r e f o r e , w h i l e the most f l a g r a n t aouses v/ere 

done away v / i t h , d i s c r i m i n a t i o n s c o n t i n u e a . 

Hot u n t i l 1903, w i t h the passage o f the B l k i n s n e t , was 

t h e uommlssDren g i v e n a u t h o r i u " t o c o r r e c t r h i s major abuse; and, 

s i g n i f i c a n t l y enough, tne r a i l r o a d s supported the l e g i s l a t i ; . i i , 

v h i s xxCt naue the p u o l i s h e d t a r i f f f i l e d w i t h the commission 

the s t a n d a r d of l a w f u l n e s s , c e r o a r t u r e s t h e r e f r o m were p u n i s h ­

a b l e b;/ p e n a l t i e s , and c o n v i c t i o n s were made a p - l i c a b l e t o the 

r a i l r o a d c o r p o r a t i o n s , a s w e l l a s t h e i r age i i t e , and Giie s h i p p e r s 

i n v o l v e d . 

The n e x t amendment came i n 1906 w i t h the passage of the 

Hepburn A c t . T h i s gave to the Co/nmission the r a t e m a k i n g powers 

w h i c h the Court h e l d had not been g r a n t e d under the o r i g i n a l 

a c t . The Commission was g i v e n a u t h o r i t y , on complaint and a f t e r 

due i n v e s t i g a t i o n , t o d e c l a r e e x i s t i n g r a t e s u n j u s t o r u n r e a s o n ­

a b l e and t o determine and p r e s c r i b e j u s t and r e a s o n a b l e maximum 

r a t e s f o r the f u t u r e . Ho a u t h o r i t y , hov/ever, v/as v e s t e i n the 

Gomraission t o p r e s c r i b e minimum r a t e s . The amendment l i k e w i s e 

brought under the Commission's j u r i s d i c t i o n e x u r e s s companies, 

s l e e p i n g - c a r companies, and p i p e l i n e s used i n the t r a n s p o r t a t ­

i o n o f o i l or o t h e r commodities, e x c e p t i n g w a t e r and g a s . The 

Coirmiission was a l s o g i v e n a u t h o r i t y to p r e s c r i b e the r e a s o n a b l e 

maximum charge t o be p a i d by c a r r i e r s t o the ov/ners o f p r o p e r t y 

t r a n s p o r t e d o r any s e r v i c e r e n dered or any i n s t r u m e n t a l i t y 

f u r n i s h e d by such ovmer i n c o n n e c t i o n w i t h the t r a n s p o r t a t i o n 
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o f h i s p r o p e r t y . The r a i l r o a d s were l i k e w i s e p r o h i b i t e d , w i t h 

o e r t a i n e x c e p t i o n s , from t r a n s p o r t i n g any coiDmodity i n whj.ch 

t h e y had a d i r e c t o r i n d i r e c t i n t e r e s t , e x c e p t f o r t h e i r own 

consumption. The A c t a l s o c o n f e r r e c on the Oomjnission a u t h o r ­

i t y t o s e t up a s t r i c t s u p e r v i s i o n o f a c c o u n t i n g and s t a t i s t i ­

c a l p r a c t i c e s . 

The M ann-Elkins A c t o f 1910 amended the l o n g and s h o r t 

h a u l c l a u s e so as to c l a r i f y t he p r o v i s i o n s f o r i t s e n f o r c e ­

ment i n response t o the i n t e r p r e t a t i o n s w h i c h the c o u r t s had 

p l a c e d upon i t . I t added the aggregate o f t h e i n t e r r a e d i a t e 

r a t e s r u l e and p r o v i d e d t h a t where a c a r r i e r reduced i t s r a t e s 

t o meet the c o m p e t i t i o n o f a w a t e r t r a n s p o r t i t could not r e ­

s t o r e them t o t h e i r former l e v e l upon the e l i m i n a t i o n of comp­

e t i t i o n , but o n l y a s a r e s u l t o f o t h e r changed c o n d i t i o n s i n 

a d d i t i o n t o the e l i m i n a t i o n o f t h e c o m p e t i t i o n . The Amendment 

l i k e w i s e c o n f e r r e d upon the Gormiiission t he power t o suspend pro 

posed r a t e advances pending i n v e s t i g a t i o n . I t a l s o r e c o g n i z e d 

t h e a u t h o r i t y o f t h e Commission t o e s t a b l i s h and e n f o r c e j u s t 

and r e a s o n a b l e f r e i g h t c l a s s i f i c a t i o n s . . .. . 

Other a c t s supplementary t o the I n t e r s t a t e Commerce A c t 

were passed by Congress from time t o t i m e . I n 1893, the f i r s t 

o f the S a f e t y A p p l i a n c e A c t s was enacte'", f o l l o w e d b;/ the B l o c k 

S i g n a l H e s o l u t i o i i o f 1906, the Hours of S e r v i c e A c t o f 1907 

{ p r e s c r i b i n g the hours o f dut'.^ f o r employees), the Ash Pan A c t 

o f 1908, the T r a n s p o r t a t i o n o f E x p l o s i v e s i i c t of 1908,' the Eoco 

motive B o i l e r I n s p e c t i o n A c t o f 1911 ( t h e Automatic T r a i n Cont­

r o l p r o v i s i o n s passed i n 1 9 2 0 ) . I n 1912 the I'anama C a n a l A c t 

p r o h i b i t e d , r a i l r o a d s to c o n t i n u e ownership o r engage i n the , 

o p e r a t i o n o f w a t e r l i n e s t o l e s s e n c o m p e t i t i o n . R a i l r o a d s were 

r e q u i r e d t o g i v e e q u a l t r e a t m e n t t o w a t e r l i n e s and to p r o v i d e 
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through c o n n e c t i o n s and r a t e s f o r r a i l - w a t e r movements. 

I n 1 9 1 3 , t h e V a l u a t i o n A c t was approved p r o v i d i n g f o r the 

a u t h o r i t a t i v e v a l u a t i o n by the I n t e r s t a t e Uommerce Coramission 

of a l l Gornmon c a r r i e r s s u b j e c t t o the n e t , a t a s k which i t took 

o v e r twenty y e a r s t o complete a t a c o s t o f some f200,000,000, 

w i t h p r o v i s i o n s f o r f u r n i s h i n g i n f o r m a t i o n to enable the Gomra­

i s s i o n t o c a r r y on a c ontinuous i n v e n t o r y o f r a i l r o a d p r o p e r t y . 

The y e a r 1910 r e a l l y raarks the i n a u g u r a t i o n of an e f i e c b -

i v e S y s t e m o f x e d e r a l r e g u l a t i o n o f r a i l r o a d s . By t h i s tirae 

the Commission had been gis'en the powers t h a t many thought i t 

was i n t e n d e d to have when the A c t t o R e g u l a t e Commerce was p as­

sed i n 1 0 8 7 , but w h i c h the c o u r t h e l d had not been g r a n t e d . The 

abuses about v/hich t h e p u b l i c had complained were c o r r e c t e d , but 

i t soon became apparent t h a t t h e u s e r s were not s u s t a i n i n g an 

adequate t r a n s p o r t a t i o n s y s t e r a . The r a t e s were not s u f f i c i e n t 

t o p r o v i d e a margin betvreen revenues and expenses s u f f i c i e n t to 

s u s t a i n c r e d i t . 

D u r i n g the p e r i o d 1900-1910 the r a i l r o a d s enjo-ed good 

c r e d i t t h a t enabled them t o f i n a n c e t h e m s e l v e s m a i n l y from s u r ­

p l u s e a r n i n g s or s a l e of c a p i t a l s t o c k , i t i s t r u e t h a c a u r -

i n g Giiis Gixue t n e r e were some r e c e i v e r - s h i p s and weak p l a c e s i n 

the system, but on the v/hole the i n d u s t r ; / moved f o r e w a r d . The 

p u b l i c enjoyed r e a s o n a b l e r a t e s w i t h o u t d i s c r i m i n a t i o n s , and 

compe-citioii ueuween r a x x r u a a s a s GO s e r v i c e v/as encouraged. The 

d e s t r u c t i v e and d e m o r a l i z i n g c o r a p e t i t i o n i n r a t e s of e a r l i e r 

y e a r s l a r g e l y d i s a p p e a r e d d u r i n g t h i s p e r i o d , but s i n c e the 

Commission had no a u t h o r i t y o v e r minimum r a t e s , a t c o m p e t i t i v e 

p o i n t s , where one c a r r i e r l owered the r a t e , a l l had t o f o l l o v / 

s u i t i n o r d e r to p a r t i c i p a t e i n the t r a f f i c , ' 

The i l c t t o R e g u l a t e Commerce forbade p o o l i n g . V/hen r a i l -
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roads formed .joint a s s o c i a t i o n s o r used o t h e r means t o s e c u r e 

economies i n o p e r a t i o n s , t h e C o u r t s had removed such a g e n c i e s 

from the f i e l d through the A n t i - T r u s t A c t s . There were many 

p u r c h a s e s and mergers o f l i n e s ; but t h e s e were, f o r the most 

p a r t , end-to-end c o n s o l i d a t i o n s , l e w combinations were made 

a f t e r 1904 o f competing l i n e s , s i n c e the A n t i - t r u s t Laws 

co u l d be invoked t o p r e v e n t them. 

I n J u n e , 1914, the Supreme Cou r t i n the S h r e v e p o r t case 

(S34 U.S. 342) d e c i d e d t h a t the I n t e r s t a t e Comraerce Commission 

had t h e power to c o n t r o l i n t r a s t a t e r a t e s m8.intained bj a 

c a r r i e r under s t a t e a u t h o r i t ? / t o an e x t e n t n e c e s s a r y to r e ­

move th e r e s u l t i n g u n j u s t d i s c r i m i n a t i o n a g a i n s t i n t e r s t a t e 

commerce a r i s i n g out o f the r e l a t i o n between such i n t r a s t a t e 

r a t e s and i n t e r s t a t e r a t e s whrich were r e a s o n a b l e i n themselves 

From 1900 to 1910 the p r i c e l e v e l was on a g r a d u a l l ; / a s ­

cending s c a l e , and w i t h the outbreak of the European War i n 

1914 t h e r e was a v e r y sharp i n c r e a s e i n the c o s t o f conduct­

i n g r a i l r o a d o p e r a t i o n s , so t h a t i n 1916 a n o t h e r o o n g r e s s i o n a l 

i n v e s t i g a t i o n was commenced b" the Lewlands Committee to seek 

a remedy f o r the t h a n a i l i n g t r a n s p o r t a t i o n i n d u s t r y . The 

I n t e r s t a t e Commerce Commission had denied or o n l y p a r t i a l l y 

g r a n t e d r a t e i n c r e a s e s sought by the r a i l r o a d s , and t h e two-

c e n t f a r e l a w i n a number o f s t a t e s r e s t r i c t e d i n c r e a s e d p a s ­

senger f a r e s . I n o r d e r to overcome i n c o n s i s t e n c i e s i n the r e g 

u l a t i o n due to v a r i a t i o n s i n the s t a t e and F e d e r a l lav/s i t was 

proposed a t the Kewlands h e a r i n g s t h a t F e d e r a l i n c o r n o r a t i o n 

o f the r a i l r o a d s be o r d a i n e d i n o r d e r t o remove them under one 

c e n t r a l r e g u l a t i n g a u t h o r i t y , -

F o l l o w i n g the U n i t e d S t a t e s ' e n t r a n c e i n t o the V.'orld War, 

the c a r r i e r s were t a k e n under F e d e r a l c o n t r o l by P r o c l a m a t i o n 

o f the P r e s i d e n t on December 26, 1917, F e d e r a l c o n t r o l c o n t i n 
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ued u n t i l March 1 , 1920, a t a s t a n d a r d r e t u r n to the ovmers 

based on the t h r e e - y e a r a v e r a g e , 1915-1917, knovm as the 

" t e s t p e r i o d " , 'while the war ended i n 1913, Goverronent oper­

a t i o n c o n t i n u e d u n t i l the l a t e r d a t e , as the p r o p e r t i e s were 

r u n dov-m and b u s i n e s s and i n d u s t r y had not been s t a b i l i z e d . 

The r a i l r o a d s i t u a t i o n v/as a g a i n s u r v e y e d by a C o n g r e s s i o n a l 

Gonmittee, t h e s t u d i e s o f v/hich c u l m i n a t e d i n the T r a n s n o r t a -

t i o n A C t of 1920. T h i s A c t f u r t h e r extended the p r i n c i p l e s 

l a i d dovm i n the A c t to R e g u l a t e Commerce, which s i n c e 1920 

has Dean termed the I n t e r s t a t e Comraerce A C t , and a t t e m / t e d to • 

p r o v i d e means o f i n s u r i n g c o n t i n u e d p r i v a t e o p e r a t i o n of the 

r a i l r o a d s . 

A c c o r d i n g l y , the Commission v/as g i v e n a mandate to see 

t h a t f o r c a r r i e r s a s a v/hole o r i n tne aggregate i n r a t e groups, 

under honest, e f f i c i e n t , and economical management, the l e v e l 

o f r a t e s was s u f f i c i e n t to p r o v i d e a f a i r r e t u r n on v a l u e of 

p r o p e r t i e s . The A c t o r i g i n a l l v f i x e d f o r a two-year p e r i o d a 

r e t u r n o f 6 p e r c e n t , and i n 1922 the Commission reduced the 

r a t e t o 5 3/4 p e r c e n t . 

I n d e t e r m i n i n g the p e r c e n t a g e the Commission v/as to " g i v e 

due c o n s i d e r a t i o n t o t h e t r a n s p o r t a t i o n needs o f the c o u n t r y 

and the n e c e s s i t y . . . o f e n l a r g i n g such f a c i l i t i e s i n o r d e r to 

p r o v i d e the people o f the U n i t e d S t a t e s w i t h adequate t r a n s ­

p o r t a t i o n , " R e c o g n i t i o n was g i v e n to the f a c t t h a t under the 

then e x i s t i n g c o r p o r a t e set-up ohere would a l w a y s be s t r o n g 

and weak r o a d s , t h a t under u n i f o r m r a t e s i n a giv/en t e r r i t o r y 

t h i s i n e q u a l i t y would c o n t i n u e and some roads would e a r n more 

th a n a f a i r r e t u r n w h i l e o t h e r roads l e s s f a v o r a b l y s i t u a t e d 

would e a r n l e s s t h a n a f a i r r e t u r n , vhe l e g i s l a t i o n p r o v i d e s 

f o r t he r e c a p t u r e o f e x c e s s e a r n i n g s d u r i n g any one -^rear and 
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t h e payment o f one h a l f o f the amount to the I n t e r s t a t e Uomra-

e r c e Oommlsslon to he used as a r e Y o l v i n g fund f o r l o a n s t o weak 

roads and the r e t e n t i o n o f the o t h e r h a l f i n a r e s e r v e fund to 

he kept by the c a r r i e r . 

The T'ranspoi oa bion i i c t o f i 9 2 u u.iso prov xdeu onao oxie 

OommissiOii snoux>.i f o r m u l a t e a p l a n o f c o n s o l i d a t i o n f o r a l l 

the r a i l r o a d s i n the c o u n t r y i n t o a l i m i t e d number o f systems. 

C o n s o l i d a t i o n s not i n accordance w i t h the p l a n were p r o h i b i t e d , 

e x c e p t t h a t the Goimnission had the power to mod i f v t he p l a n a t 

any t i m e . I n p r e p a r i n g the p l a n the A c t d i r e c t e d t h a t c o r r r e t -

i t i o n was t o be p r e s e r v e d a s f u l l y a s p o s s i b l e ; and wherever 

p r a c t i c a b l e the e x i s t i n g r o u t e s and c h a n n e l s o f t r a d e and 

commerce y/ere t o be r a a i n t a i n e d ; and, most d i f f i c u l t o f a l l , 

systems were to be so a r r a n g e d t h a t t h e c o s t o f t r a n s p o r t a t i o n 

woro to be so a r r a n g e d t h a t the-reast of-tran-sreertat-ion a s 

between c o m p e t i t i v e s'retems and as r e l a t e d to the v a l u e s o f 

one pxopexoies s h o u l d be the same, so f a r as p r a c t i c a b l e , so 

t h a t the systems c o u l d employ u n i f o r m r a t e s i n the movement 

o f c o m p e t i t i v e t r a f f i c and e a r n s u b s t a n t i a l l y t h e same r a t e 

o f r e t u r n upon t h e v a l u e o f t h e p r o p e r t i e s . P o o l i n g , w h i l e 

s t i l l p r o h i b i t e d , was t o be p e r m i t t e d , s u b i e c t t o t h e a n p r o v a l 

o f the Comraission, where i t was i n the i n t e r e s t s o f b e t t e r s e r ­

v i c e to the p u b l i c o r economy i n o p e r a t i o n , where i t would not 

unduly r e s t r a i n c o m p e t i t i o n , and where c a r r i e r s i n v o l v e d a s s e n t ­

ed t o the p l a n . To extend f u r t h e r t h e power of the Commission 

ove r r a t e s and t o p r e v e n t unwise c o m p e t i t i o n i n r a t e s , the 

Commission ?/as g i v e n j u r i s d i c t i o n o v e r i n t r a s t a t e r a t e s where 

t h e y i n t e r f e r e d w i t h i n t e r s t a t e r a t e s . To a t t r a c t more c a p i t a l 

t o t h e i n d u s t r y and t o p r e v e n t abuses, the Commission was l i k e ­

w i s e g i v e n a u t h o r i t " over the i s s u a n c e o f s e c u r i t i e s . E x t e n t -



17. 

i o n s and abandonraents o f r a i l r o a d s were r e q u i r e d to be approved 

by the Commission i n an endeavor t o p r e v e n t unwise exjia-nsions 

and to i n s u r e the p u b l i c adequate t r a n s p o r t a t i o n s e r v i c e . 

The A c t o l a c e d t h e wages and v/orking c o n d i t i o n s of 

employees under an independent board t o be knovm as the R a i l ­

way Labor Board, d e f i n i t e l y d i v i d i n g the r e s p o n s i b i l i t y f o r 

wage l e v e l s on one hand and r a t e l e v e l s on the o t h e r , t h e r e b y 

c r e a t i n g a s i t u a t i o n f r a u g h t w i t h d i f f i c u l t i e s from the manag­

e r i a l s t a n d p o i n t . T h i s was superceded by the Railv/ay met o f 

1926, e s t a b l i s h i n g a procedure o f a r b i t r a t i o n i n case of wage 

d i s p u t e s . T h i s A c t was l a t e r t o be amended v/ithout a l t e r i n g 

t h e anomalous s i t u a t i o n here mentioned. 

When the T r a n s p o r t a t i o n met come b e f o r e the Supreme C o u r t , 

the Court a g a i n h e l d t h a t t h e Commission had " f u l l power and 

duty to r a i s e the l e v e l o f i n t r a s t a t e r a t e s uiien i t i s found 

t h a t such r a t e s a r e so low as t o d i s c r i m i n a t e a g a i n s t i n t e r ­

s t a t e commerce and u nduly burden i t " (257 U.S. 5 6 3 ) . I n making 

d i v i s i o n s o f j o i n t r a t e s betv/een groups o f c a r r i e r s i t was h e l d 

t h a t the Coinmission might " i n the p u b l i c i n t e r e s t c o n s u l t the 

f i n a n c i a l needs o f a v/eaker road i n o r d e r to m a i n t a i n i t i n 

e f f e c t i v e OT/eration a s a p a r t of our t r a n s p o r t a l i o n systera and 

g i v e i t a g r e a t e r s h a r e o f such r a t e s i f the share o f the o t h e r 

r o a d s was adequate to a v o i d a c o n f i s c a t o r y r e s u l t , " ( 2 6 1 U.o, 

184) 

Some had i n s i s t e d t h a t t h e power to r e g u l a t e commerce v/as 

l i m i t e d t o the f i x i n g o f r e a s o n a b l e r a t e s and the p r e v e n t i o n 

o f those v/hich v/ere d i s c r i m i n a t o r y , and t h a t v/hen t h e s e o b j e c t ­

i v e s were a t t a i n e d the pov/er o f r e g u l a t i o n i s e x h a u s t e d . Ans­

w e r i n g t h i s c o n t e n t i o n the Sunreme Court s a i d : "To r e g u l a t e 

i n the sense i n t e n d e d i s to f o s t e r , n r o t e c t , and c o n t r o l t h e 

comraerce w i t h a p p r o p r i a t e r e g a r d to the w e l f a r e o f those v/ho 
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a r e i m n e d l a t e l y concerned, a s w e l l a s the p u b l i c a t l a r g e , and 

t o promote i t s grov/th and i n s u r e i t s s a f e t y . " (263 U.S. 456) 

The e x p e r i e n c e o f the r a i l v / a y s betv/een 1920 and 1930 i s 

w e l l knovm. D u r i n g t h i s decade, w i t h the e x c e p t i o n o f the 

f i r s t few -gears, the r a i l w a / r s t o g e t h e r w i t h b u s i n e s s g e n e r a l l y 

enjoyed p r o s p e r i t y , a l t h o u g h a t no time were the y a b l e t o e a r n 

so mucn as -Gne 5 3/4 p e r c e n t sen as a " f a i r r e t u r n " on t h e i r 

v a l u a t i o n . An i n t e n s i v e development took p l a c e i n the r a i l ­

road p l a n t i n an endeavor to f u r n i s h adequate t r a n s n o r t a t i o n 

s e r v i c e . Over e i g h t b i l l i o n d o l l a r s o f g r o s s c a p i t a l expena-

i r u r e s v/ere made, v/hich, a f t e r r e t i r e m e n t s , added s i x b i l l i o n 

d o l l a r s t o the in v e s t m e n t account w i t h an i n c r e a s e i n c a p i t a l ­

i z a t i o n o f o n l y a b i l l i o n d o l l a r s o f c a n i t a l s t o c k and a b i l l ­

i o n and a h a l f o f funded debt. 

D u r i n g t h i s p e r i o d the d e c l i n e i n e x p o r t s , u a r t i c u l a r l y 

p r o d u c t s o f a g r i c u l t u r e , and changes i n the c o a l i n d u s t r y p l a c ­

ed many r a i l r o a d s a t a d i s a d v a n t a g e , so t h a t when the d e p r e s s ­

i o n came i n 1929 t h e y were p o o r l y p r e p a r e d t o wea t h e r a p r o ­

longed and s e v e r e b u s i n e s s r e c e s s i o n . New modes of t r a n s p o r t ­

a t i o n had appeared v/hich made i t even more d i f f i c u l t f o r the 

r a i l r o a d i n d u s t r y t o h o l d i t s p o s i t i o n . 

AS the d e p r e s s i o n grew i n i n t e n s i t y , r a i l w a y revenues 

c o n t i n u e d t o f a l l u n t i l a t the bottom i n 1932 t h e r e v/as a 50 

p e r c e n t r e d u c t i o n from what t h e y had been i n 1929, Sv/eening 

measures were t a k e n by r a i l r o a d management to m a i n t a i n s o l -

venc?/, but one by one major r a i l r o a d s v/ent i n t o b a n k r u p t c y 

u n t i l o n e - t h i r d o f the mileage i s nov/ i n the hands o f r e c e i v ­

e r s o r t r u s t e e s , vjage r e d u c t i o n v/as r e s o r t e d t o , and a v a s t 

s c a l e o f economies i n co n d u c t i n g o p e r a t i o n s took n l a c e , and 

expenses v/ere reduced almost t o the same degree as t h e de­

c l i n e i n r e v e n u e s . B u t the s t e a d i l y d w i n d l i n g n e t income 
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brought about th° r e a l i z a t i o n t h a t soiretbing had to be done 

about the r a i l r o a d s i f they were to continue i n p r i v a t e hands. 

A pooling plan f o r the c o l l e c t i o n of surcharges on c e r t a i n 

commodlbies was i n s t i t u t e d , and funds thus obtained were loaned 

to needy roads under prescribed c o n d i t i o n s . This was c a r r i e d 

on u n t i l the plan was permitted to expire i n October, 1 ^ 3 3 . 

I n 1 9 3 5 the plan was revived and continued v n t i l the end of 

1 9 3 ^ with some m o d i f i c a t i o n s . Then proposals f o r a general' 

rate i n c r e a s e were f i l e d , oarts of which were granted i n 1 9 3 7 

pnd 1938. I n the meantime, as the r a i l w a y s had l o s t to a l a r g e 

extent any means of securing funds from p r i v a t e sources, monies 

were provided, under c e r t a i n conditions, f o r capit'=l expendi­

t u r e s anb to pay operating, expenses, through the Reconstruction 

Finance Copporation. 

The Emergency Tra n s p o r t a t i o n Act of 1 9 3 3 amended the 

I n t e r s t a t e Commerce Act i n c e r t a i n o a r t i c u l a r s , r e p e a l i n g the 

unworkable recapture clausee and changing the r u l e of r a t e 

making. I t removed the mandate to the Commission to approve 

r a t e s that woul''"' insure a f a i r r a t e of re t u r n on the value of 

the property. I t provided that the Commission shoul'^ give 

c o n s i d e r a t i o n to th^ e f f e c t of r e t e s on the movement of t r a f f i c , 

to the need i n the p u b l i c i n t e r e s t of adequate and e f f i c i e n t 

r a i l w a y t r a n s p o r t a t i o n a t the lowest cost c o n s i s t e n t with the 

f u r n i s h i n g o§ such s e r v i c e , and to the n-̂ ed of revenues s u f f i ­

c i e n t to enable the c a r r i e r s to provide such s e r v i c e . The Act 

l i k e w i s e nrovlded f o r the o f f i c e of F e d e r e l Co-ordinator of 

Transportation, whose duty i t wes to e l i m i n a t e competirive 

wastes, but whose a c t i o n was r e s t r i c t e d by the p r o v i s i o n that 

any order entered int o by the Go-ordinctor should not reduce 

the number of employees below that p r i o r to the Act. I n 
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a d d i t i o n t o b e i n g opDOsed by l a b o r , the c o - o r d i n a t o r , Josenh 

B. l a s t r a a n , found h i m s e l f c o n f r o n t e d w i t h the O'-positlon o f 

both the s e c u r i t y oTOers and more p a r t i c u l a r l y the r a i l x / a y 

management, as many o f the c o - o r d i n a t i o n s proposed had been 

c o n s i d e r e d p r e v i o u s l y by the managernent and r e j e c t e d a im­

p r a c t i c a b l e , vvhile a g r e a t many s t u d i e s were made and recom­

mendations suggested, no inroortant ones were e f f e c t e d . The 

o f f i c e was p e r m i t t e d t o e x p i r e i n June 1935. ' . 
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I I I . P r e s e n t U o n d i t i o n o f the R a i l r o a d s : What I t I s and 

?/ha.t I t I s Hot. 

What b r i e f l y i s the c o n d i t i o n o f the r a i l r o a d s a t the p r e ­

s e n t date? F o r an answer t o t h i s ciuesaxou, x e t us XOOK x i r s c -

t o a t e r s e s t a t e m e n t by a r a i l w a y e x e c u t i v e . 

" T h i s i s a day o f change f o r a l l b u s i n e s s . P a r t l y by r e a ­

son o f government i n t e r v e n t i o n — 1 do not s a y i n t e r f e r e n c e , 

though d o u b t l e s s man;/ of you wouxci p r e f e r t h a t term — p a r t l y 

because o f normal, n a t u r a l , e v o l u t i o n a r y p r o c e s s e s , methods of 

c o n d u c t i n g b u s i n e s s have undergone and a r e undergoing g r e a t 

changes. Whether t h i s p r o c e s s o f change i s enforced, by the 

i n j e c t i o n o f o u t s i d e i n f l u e n c e s , such a s i n c r e a s e d t a x e s due 

t o s o c i a l s e c u r i t y l e g i s l a t i o n , o r r a d i c a l changes i n p r a c t ­

i c e s d e a l i n g w i t h l a b o r , such as caused by the t a g n e r Labor 

A c t , or whether the change i s imposea by the e n t r a n c e of new 

f a c t o r s a r i s i n g from the i n v e n t i o n of new machines, i t must 

be f a c e d by b u s i n e s s of e v e r v c h a r a c t e r and r e c o g n i z e d as a 

v i t a l f a c t o r i n t h e b u s i n e s s s t r u c t u r e . Nowhere has t h i s p r o ­

c e s s o f change been w o r k i n g more v i g o r o u s l y t h a n i n t r a n s p o r t -

i o n . 

" I n the 25 y e a r s j u s t p a s s e d the t r a n s p o r t a t i o n p i c t u r e 

has c o m p l e t e l y changed. No l o n g e r have the r a i l r o a d s a mon­

opoly o f l a n d t r a n s p o r t a t i o n . W i t h the a r r i v a l of the bus and 

t h e t r u c k , c o m p e t i t i o n i n t r a n s p o r t a t i o n has come to s t a y . 

Then, i n t h e l a s t fevf y e a r s t h e r e has been a brand new elem.ent 

a f f e c t i n g p assenger and m a i l t r a n s p o r t a t i o n ; and, i n a l e s s de­

g r e e , a l s o e x p r e s s and f r e i g h t . I r e f e r to the a i r p l a n e . And, 

t h a n k s almost v m o l l y t o government s u b s i d y , even w a t e r t r a n s ­

p o r t a t i o n r e c e n t l y has enjoyed a r e n a i s s a n c e . Thus, today, 

f a r from e n j o y i n g a iiiouomol,y, txie r a i i r o a a s a r e f a c e d w i t h as 
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f i e r c e and w e l l d i r e c t e d c o m p e t i t i o n as has c h a l l e n g e d the i n ­

i t i a t i v e , t he i n t e l l i g e n c e , and the e n e r g i e s o f any i n d u s t r y . 

I t i s up t o the r a i l r o a d s . . . t o meet t h i s c o m p e t i t i o n oy new 

and c o n s t r u c t i v e methods," * 

A f t e r t h i s f a i r m i n d e d and a g g r e s s i v e surmaary the speaker 

went on go s a y t h a t the r a i l r o a d i n d u s t r y was doing j u s t those 

t h i n g s . Vihat he s a y s o f the p r e s e n t c a p a c i t y and f u t u r e pos­

s i b i l i t i e s o f h i s i n d u s t r y w i l l be d e a l t w i t h l a t e r . 

I n an e q u a l l y t e r s e and t h o u g h t f u l summary of what t h e y 

c o n c e i v e to be the c o n d i t i o n o f the roads a t the p r e s e n t t i m e , 

The I n t e r s t a t e Commerce Commission s e t s f o r t h , i n e f f e c t , the 

f o l l o w i n g i n f o r m a t i o n : 

The " r a i l r o a d problem" i s not p e c u l i a r to our ovm time 

o r our own c o u n t r y . I t i s more a c c u r a t e l y a " t r a n s p o r t a t i o m 

problem". Ever;/ n a t i o n and e v e r y time has had one. Our own 

p a r t i c u l a r problem i s p a r a l l e l e d i n G r e a t B r i t a i n today, and 

s i m i l a r problesis e x i s t a l l o v e r the w o r l d . The background i s 

t h e f a c t t h a t the r a i l r o a d i n d u s t r y has been one o f our g r e a t ­

e s t i n s t i t u t i o n s h e re i n Am.erica. Upon the t r a n s p o r t a t i o n i t 

has f u r n i s h e : - , the n a t i o n has b u i l t . B i l l i o n s have gone i n t o 

t h e industr:y, to a v e r y g r e a t e x t e n t on the b e l i e f t h a t i t 

was a p l a c e where s a v i n g s c o u l d be i n v e s t e d s a f e l y . D i r e c t l y 

o r i n d i r e c t l ; / - , the l a r g e r p a r t of our p o p u l a t i o n has a f i n a n ­

c i a l i n t e r e s t i n i t . E i g h t e e n y e a r s ago i t gave emplo;/ment t o 

a s many as two m i l l i o n p e r s o n s . I t has been one o f the g r e a t 

consumers of raw m a t e r i a l s and manufactured p r o d u c t s . 

*Address by Matthew S. S l o a n , Chairman o f the Board 
and P r e s i d e n t , M i s s o u r i - K a n s a s - T e x a s L i n e s , b e f o r e 
a J o i n t Luncheon o f the T r a n s - M i s s o u r i S h i n p e r s ' 
Board and the S t . L o u i s T r a f f i c Club, At H o t e l 
J e f f e r s o n , S t . L o u i s , M i s s o u r i , March 7, 1939. 
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A t the p r e s e n t t i m e , r a i l r o a d conipanies o p e r a t i n g about 

3 1 p e r c e n t of the t o t a l m i l e a g e a r e i n b a n k r u p t c y o r r e c e i v e r ­

s h i p . Of the remainder, o n l y a f o r t u n a t e few a r e p a y i n g d i v i ­

dends. A c o n s i d e r a b l e number have been saved from b a n k r u p t c y 

f o r the time o n l y by Goverronent l o a n s . L e s s than a m i l l i o n 

p e r s o n s a r e nov/ employed. A c o n s i d e r a b l e mileage has been ab­

andoned, and man;/ more abandonments a r e i n p r o s p e c t . Imsw con­

s t r u c t i o n i s p r a c t i c a l l y a t a s t a n d s t i l l . P u r c h a s e s o f mater­

i a l s , sup T i e s , and equipment have been c u r t a i l e d d r a s t i c a l l y . 

Adequate maintenance of p r o p e r t i e s has i n many i n s t a n c e s bean 

s a c r i f i c e d . 

Those who put t h e i r f a i t h i n the i n d u s t r y , i n c l u d i n g both 

i n v e s t o r s and enrployees, a r e d i s h e a r t e n e d . Among the i n v e s t o r s 

who have s u f f e r e d s e v e r e l y a r e i n s u r a n c e companies, savi.ngs 

banks, and o t h e r f i d u c i a r ; / i n s t i t u t i o n s . The c u r t a i l m e n t o f 

r a i l r o a d p u r c h a s e s has been one o f the important f a c t o r s t e n d -

t o i n t e n s i f y and p r o l o n g the g e n e r a l i n d u s t r i a l d e p r e s s i o n . 

These c o n d i t i o n s have generated the w i d e s p r e a d demand t h a t 

somebody " s o l v e " t h e problem, * 

A l l o f t h e s e f a c t s c o u l d be s e t f o r t h i n the form of i n ­

d i c t m e n t s . The;/ a r e charges a g a i n s t the r a i l r o a d s , charges 

t h a t must be f a c e d and f a c e d s t r a i g h t f o r w a r d l y . Nobody r e a l ­

i z e s t h i s more a c u t e l y than do the n a t i o n ' s r a i l w a y e x e c u t i v e s . 

Many of t h e s e charges have been f a c e d , many answers have been 

g i v e n . Some o f t h e blame has been h o n e s t l y s h o u l d e r e d by r a i l ­

road l e a d e r s t h e m s e l v e s . Other c o n d i t i o n s have been charged 

o f f by them to o t h e r c a u s e s . W i t h t h e s e answers by r a i l r o a d 

*5End, Annual pLsport o f t h e I n t e r s t a t e Oomraerce 
Comraission, wov. 1 , 1958, p, 1-S. 
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and a d m i n i s t r a t i v e l e a d e r s we s h a l l d e a l ; tnit f i r s t l e t us 

c l e a r up some p o p u l a r m i s c o n c e p t i o n s , t h a t we may he a b l e to 

f a c e the i s s u e s q u a r e l y and w i t h o u t p r e j u d i c e o r m i s u n d e r s t a n d ­

i n g . 

R a i l r o a d d i f f i c u l t i e s a r e not due to any i n h e r e n t d e f e c t 

i n t h e i r method o f doing b u s i n e s s , Thev a r e today car2|ing the 

major p a r t of t h e commerce of t h i s c o u n t r y f o r an average of 

about one c e n t p e r t o n - m i l e , and average f a r below t h a t f o r 

any o t h e r f o i r a o f t r a n s p o r t a t i o n . Moreover, the r a i l r o a d has 

not the p r i v i l e g e o f s e l e c t i n g i t s t r a f f i c . I t must h a u l any­

t h i n g , argw/here, any t i r a e . 

R a i l d i f f i c u l t i e s a r e not due to a d e t e r i o r a t i o n o f s e r ­

v i c e , f o r the s e r v i c e today i s f a s t e r , s a f e r , more dependable, 

t h a n i t was i n the y e a r s o f g r e a t e s t r a i l r o a d p r o s p e r i t y . 

H a i l d i f f i c u l t i e s a r e not due to a d e c l i n e i n e f f i c i e n c r f , 

because by e v e r y i n d i c a t i o n they a r e o p e r a t i n g more el ' f i c : i ' e n t l ; / 

toda;/ Ghan e v e r uexure. To t a k e o n l y one f i g u r e o f the many 

t h a t c o u l d be c i t e d , the mass output per hour of t r a n s p o r t a t i o n 

s e r v i c e by f r e i g h t t r a i n s , l e s s t h a n twentv y e a r s ago, averaged 

around 7,000 t o n m i l e s . L a s t 3/ear i t averaged n e a r l y 13,000 

to n m i l e s . L e s s e r g a i n s i n o t h e r i n d u s t r i e s would be g r e e t e d 

as n o t h i n g s h o r t o f s p e c t a c u l a r . 

R a i l d i f f i c u l t i e s a r e not the r e s u l t s o f o v e r c a p i t a l i z a t i o n . 

The r e c o r d e d i n v e s t m e n t i n road and eciuipment a t the b e g i n n i n g 

o f 1938, a c c o r d i n g to the I n t e r s t a t e Commerce Commission, was 

3^26,598,000,000. T h i s f i g u r e does not by any means r e u r e s e n t 

a l l the money i n v e s t e d i n r a i l r o a d p r o p e r t y . Large sums i n v e s t ­

ed i n the p a s t have been w r i t t e n o f f as a r e s u l t o f numerous 

r e c e i v e r s h i p s and. a l s o a s a r e s u l t o f r e t i r e m e n t s , abandonments, 

e t c . The r e c o r d e d i n v e s t m e n t , r e p r e s e n t i n g the monev which i s 
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i n v e s t e d i n e x i s t i n g f a c i l i t i e s , and equinment, amounting, a s 

s t a t e d , t o .,>26,593,000,000 a t tne b e g i n n i n g o f 193", exceeded 

th e t o t a l p a r v a l u e o f a l l s t o c k s , bonds, and o t h e r r a i l w a y 

s e c u r i t i e s i n the hands o f the p u b l i c by 3^7,684,000,000. o r 

by 40 p e r c e n t , * ' 

R a i l d i f f i c u l t i e s a r e not the r e s u l t s o f an i n c r e a s i n g 

burden o f c a p i t a l i z a t i o n , c o n t r a r y t o much l o o s e t a l k on the 

s u b j e c t ; f o r i t has not i n c r e a s e d . I n t h e days o f g r e a t e s t 

r a i l r o a d p r o s p e r i t y s t o c k s and bonds t o g e t h e r amounted t o 

3?987.00 f o r each thousand d o l l a r s i n v e s t e d i n r a i l r o a d prop­

e r t y . L a s t y e a r t h e y amounted to 3721,00, 

R a i l d i f f i c u l t i e s a r e not due t o an i n c r e a s i n g burden 

o f debt. Tn the y e a r s o f r a i l r o a d p r o s p e r i t v , r a i l r o a d debts 

amounted t o about 60 c e n t s f o r each d o l l a r o f i n v e s t m e n t . 

L a s t y e a r t he debt amounted t o o n l y 44 c e n t s f o r each d o l l a r 

i n v e s t e d . 

N e i t h e r a r e r a i l d i f f i c u l t i e s due to an i n c r e a s e i n the 

burden o f f i x e d c h a r g e s a s compared w i t h revenue. I n 1937, 

f i x e d c h a r g e s , w h i c h i s i n t e r e s t p a i d o r due on bonds, amount-

t o 15,3 c e n t s out o f each d o l l a r o f r a i l r e venue. T h i s f i g u r e 

i s l o w e r t h a n i n any o f the pr o s p e r o u s y e a r s o f the R a i l s ' e x ­

istence,'''* 

* ( I n c i d e n t a l l y , the c o s t o f v a l u a t i o n work u n d e r t a k e n 
by the I.G.C. t o the c l o s e o f 1938 was 350,589,000 t o 
the F e d e r a l Government and $156,651,000 to the r a i l ­
r o a d s , — a t o t a l o f 3207,240,000 o r 43 times the am­
ount e s t i m a t e d by the c h i e f snonsor o f the v a l u a t i o n 
h i l l , ) 

*A11 f i g u r e s h e reinabove c i t e d a r e from the 1939 Ed­
i t i o n o f A Yearbook o f R a i l r o a d I n f o r m a t i o n , Ooram-
i t t e e on P u b l i c R e l a t i o n s o f the' E a s t e r n R a i l r o a d s , 
New Y o r k . 
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So ranch, t h e n , f o r what i s not the t r o u b l e w i t h the r a i l 

r o a d s , 'What p o s i t i v e l y a r e the u n d e r l y i n g d i f f i c u l t i e s t h a t 

have put the roads i n t h e i r p r e s e n t c o n d i t i o n ? The nan, wo-

raan, o r c h i l d w i t h a c o n c l u s i v e answer to t h i s q u e s t i o n and 

adequate s u g g e s t i o n s f o r i t s reraedy could undoubte-Lly reap a 

f o r t u n e . B ut t h e r e a r e many b a s i c d i f f i c u l t i e s f a c i n g the 

r a i l r o a d i n d u s t r y t h a t a r e r e a d i l y anparent t o the layman up­

on a l i t t l e i n v e s t i g a t i o n . These I s h a l l d i s c u s s now, and 

where r e m e d i a l s u g g e s t i o n s a r e apparent or i n o r d e r I s h a l l 

make them. 
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Some Answers t o t h e R a i l r o a d Problem * 

The l a s t y e a r i n which the r a i l r o a d s as a whole earned as 

much as f i v e p e r c e n t o f the money i n v e s t e r l i n them was i n 1916, 

L a s t y e a r the r a i l r o a d s handled almost t h e same amount of bus­

i n e s s as t h e y d i d i n 1916, and h a n d l e ! i t f a r b e t t e r , l a r g e l y 

because of improved p l a n t and methods made p o s s i b l e by the i n ­

vestment o f m i l l i o n s o f d o l l a r s o f new c a p i t a l s i n c e t h a t t i m e . 

B u t here i s v/.'aat ha poened s i n c e then; R a i l r o a d wages have more 

t h a n doubled, whether t h e y a r e c a l c u l a t e d i n c e n t s p a i d f o r each 

hour v/orked, o r i n d o l l a r s earned each week or each y e a r . The 

burden o f r a i l r o a d t a x e s has more than doubled. Then, too, 

t h e r e has been a s u b s t a n t i a l i n c r e a s e i n the p r i c e s - f almost 

e v e r y t h i n g r a i l r o a d s must hiij and u s e . B u t the revenue r a i l ­

r oads r e c e i v e f o r h a u l i n g a t o n o f f r e i g h t a m i l e i s o n l y about 

o n e - t h i r d more t h a n i t was i n 1916, and the revenue from c a r r y ­

i n g a passenger a m i l e i s a c t u a l l y l e s s than i t was t h e n . 

T h i s c o n d i t i o n i n r a i l r o a d e a r n i n g power i s e s s e n t i a l l y a 

m.atter o f r a t e s and b r i n g s t o l i g h t a s u g g e s t i o n t h a t has been 

made i n a l l r e c e n t comraittee r e v o r t s t o Congress or to the 

P r e s i d e n t , * and i n r e p o r t s and s u g g e s t i o n s from the r a i l r o a d s 

t h e r a s e l v e s . 

The r a t e - m a k i n g c l a u s e needs r e v i s i o n , she Government 

s h o u l d r e i t e r a t e i t s i n t e n t i o n to suoport a system o f r a i l ­

r oads t h a t w i l l c o n t i n u e t o be adequate to meet a l l needs o f 

commerce and n a t i o n a l d efense, and should support t h a t d e c l a r ­

a t i o n by such changes i n the p r e s e n t s t a t u t e , a s a r e n e c e s s a r y 

t o a c c o m p l i s h uhe piirpose so d e c l a r e d . I s h a l l not undertake 

*Report o f t h e emergency Board to the P r e s i d e n t , S e p t . 
1938, p 38-40; and Report o f Committee Appointed 
S e p t , 20, 1938 t o Submit Recommendations Upon the 
G e n e r a l T r a n s p o r t a t i o n S i t u a t i o n , Dec, 1938, p.14-15, 
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t o s t a t e the p r e c i s e changes t h a t s hould be made. I t i s c l e a r , 

however, t h a t t h e y s h o u l d be i n the d i r e c t i o n of r e s t o r i n g t o 

th e r a i l r o a d s the power to decide f o r themselves a l l q u e s t i o n s 

t h a t a r e e s s e n t i a l l y m a n a g e r i a l i n t h e i r n a t u r e i n s t e a d o f 

l e a v i n g such q u e s t i o n s t o the d e t e r m i n a t i o n o f a r e g u l a t o r y 

body whi c h assumes no r e s p o n s i b i l i t y f o r the r e s u l t s o f i t s 

a c t i o n . P r o b a b l y the b e s t way t o b r i n g t h i s about would be t o 

r e v i s e aha r u l e i n such a way t h a t a l l r e f e r e n c e to the e f f e c t 

o f r a t e s on t h e movement o f t r a f f i c would be e l i m i n a t e d , and t o 

p l a c e g r e a t e r emphasis on the r i g h t o f the r a i l r o a d s t o e a r n a 

f a i r r e t u r n upon the v a l u e o f t h e i r p r o p e r t i e s , s u b j e c t , o f 

c o u r s e , t o the c o n t i n u e d a u t h o r i t y o f the Commission t o d e a l 

w i t h i n d i v i d u a l r a t e s to the f u l l extend, n e c e s s a r y to see t h a t 

t h e y conforra t o the s t a t u t o r y requireraent o f being r e a s o n a b l e 

and f r e e from u n j u s t d i s c r i m i n a t i o n . 

The above change i n the ra t e - m a k i n g c l a u s e a r e ad­

judged n e c e s s a r y , because w i t h y e a r s o f e x o e r i e n c e and a 

w e a l t h o f i n f o r m a t i o n the Commission has been unable t o a r r ­

i v e a t a r a t e making s t a n d a r d o f any s o r t t h a t i s v a r i e d 

enough o r f l e x i b l e enough to f u r n i s h a square d e a l to the 

m a j o r i t y o f the n a t i o n ' s r a i l r o a d s . T h i s i s no i n d i c t m e n t 

o f t he f a i r n e s s o r the i n t e l l i g e n c e w i t h w h i c h the Commiss­

i o n has atterapted t o c a r r y out the ore s e n t p r o v i s i o n s o f the 

A c t . The r a i l r o a d s a r e so heterogeneous and t h e i r markets 

o f such v a r i e d c a ' / a c i t i e s t h a t i t i s i m p o s s i b l e t o s e t up 

any s o r t o f r a t e c l a s s i f i c a t i o n s t h a t w i l l be f a i r t o a l l 

r a i l r o a d s , even f o r a s m a l l a r e a , v.'his the Commission must 

attempt t o do now. T h e r e f o r e , the p r o v i s i o n s o f the A c t 

v/hich impose t h i s h a r d s h i p must be a l t e r e d . 

I t i s g e n e r a l l y agreed by r a i l v / a y l e a d e r s and admin-
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l a t r a t o r s a l i k e t h a t Congress an^ the s t e t e l e g i s l a t u r e s 

should r e t r a i n from passing laws which c r e a t e a d d i t i o n a l 

and unnecessary expense i n the guise of s a f e t y . Such, f o r 

example, ar° the s o - c a l l e d f u l l crew and t r a i n l i m i t b i l l s , 

which have been proved by the most experienced and ex-jert 

testimony to r e s u l t i n g r e a t e r hazard aad actual danner to 

l i f e and limb than alr^^ady e x i s t s . T'oreover, i n judgin|* 

the p r a c t i c a b i l i t y and, n e c e s s i t y of any new appliance or 

r e g u l a t i o n , the l e g i s l a t i v e body should take int o primre 

account the testimony of r a i l r o a d and a d m i n i s t r a t i v e ex­

p e r t s as w e l l as the high pressure salesmanship of the 

manufacturer or i n t e r e s t group. 

I t would a l s o be veiy hrelpful ' f the Reconstruction 

Finance Corporation were authorized to loan money to the 

r a i l r o a d s without the imposition of highly r e s t r i c t i v e con­

d i t i o n s with r e s p e c t to s e c u r i t y . E s p e c i a l l y should the 

I n t e r s t a t e Commerce Commission b'̂  prevented from denying 

loans to those companies which i t d'̂ ems needy of reorgani­

z a t i o n , except i n extreme cases where the c a p i t a l i z a t i o n 

i s I n o r d i n a t e l y high nnd needs to be taken through the 

wringer. That these bars can be s a f e l y lowered i s i n d i c a t e d 

by the f a c t that loans to the r a i l r o a d s a f t e r the World War 

and those already msde under the R.F.G. have b-en repaid a t 

the moturity dates with i n t e r e s t i n a manner comparing very 

favorably with other b u s i n e s s e s . 

I t I s e s p e c i a l l y neces-ary and d e s i r a b l e that these 

b a r r i e r s to loans be lowered because of the p e c u l i a r reblic 

s t a t u s of the r a i l r o a d . Because i t i s adjudged to be i n the 

" p u b l i c i n t e r e s t " the r a i l r o a d i s not allowed to earn s u f f i ­

c i e n t l y i n good times to ascumilate a surplus f o r depression 
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times. I t s r a t e s are so se t I n p r o s p e r i t y that i t i s able to 

earn a mere working margin, while i n depressions such as t h i s 

one i t i s not allowed to a l t e r such r a t e s upward but must run 

at a l o s s i f necessary i n order that s e r v i c e b^ provided. 

For t h i s reason, as an aid to recovery and to sust-^in em­

ployment, a c e r t a i n amount of money should be loaned to the 

r a i l r o a d s i n times of depression to be devoted to maintenance 

of both roadway and equipment, and such loans should be on 

very easy terms, both as to I n t e r e s t and repayment of p r i n ­

c i p l e . 

The land grant s t a t u t e s , which have long since served 

t h e i r purpose '̂nd h'̂ 've been highly rem.uneratlve to the Govern­

ment, should be repealed. And the Governm.ent should not ask, 

as a mat t e r of l e g a l r i g h t , to • ave i t s t r a f i ' i c tr/insported 

f o r any l e s s r a t e s than are paid by i t s c i t i z e n s . 

•'n the eaiTy days of the r a i l r o a d s land was given r a t h e r 

f r e e l y by the Feder^-l Government to induce them to bu i l d i n t o 

the u nsettled West. Some 132,425,574 a c r e s have been given 

to the r a i l r o a d s i n t h i s way. The value of such lands to the 

r a i l r o a d s i s questionable and v a r i e s from road to road. Ques­

ti o n a b l e a l s o i s i t s value to the government at the time / i v e n . 

Hibbard. has estimated that the t o t a l value of a l l such lands 

a t the time was no ^ore than ^162,000,000, and that whatever 

a d d i t i o n a l value accrued to th°m cam.e as a r e s u l t of the 

r a i l r o a d s themselves. I n r e t u r n f o r such land grants the r a i l ­

roads so constructed ar^^ bound by old s t a t u t e s to carry G-overn-

m.ent mails a t 80% of their- r e g u l a r r a t e s and other Government 

f r e i g h t at 50^ of the us u a l r a t e s . I t i s v a r i o u s l y estimated 

t h a t the Government r e c e i v e s anywhere from S5,000,000 to %7, 

000,000 each year i n reduced r a t e s . Economist Duncan, who i s 

the most cons-rvativ'=, estimates that the Government gets 

repaid f o r i t s land grants a t l e a s t every thirty-two 
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y e a r s . T h e r e f o r e , i t can r e a d i l y be seen t h a t t h e Governrnent 

has been r e p a i d s e v e r a l t i m e s i n t h i s raanner as w e l l as i n the 

i n c r e a s e d v a l u e brought by r a i l r o a d b u i l d i n g to the p u b l i c 

doiaain,* ' . . " 

F o r t h e above s t a t e d r e a s o n s , I f e e l t h a t t h e Governraent 

should no l o n g e r p l a c e t h i s u n j u s t burden on an overburdened 

i n d u s t r y . 

We have f o r some time sought to c r e a t e s o - c a l l e d "cheap 

t r a n s p o r t a t i o n " by l i f t i n g from the u s e r and p l a c i n g on the 

t a x p a y e r a l a r g e p o r t i o n o f the c o s t o f p r o d u c i n g s e r v i c e on 

w a t e r w a y s , highways, and a i r w a y s . I f t h i s r e s u l t e d i n r e a l l y 

cheap t r a n s p o r t a t i o n t h e r e would be economic grounds f o r and 

no l o g i c a l c r i t i c i s m a g a i n s t such a p o l i c y . But i f such t r a n s 

p o r t a t i o n were e c o n o n i i c a l , t h e u s e r s s h o u l d be w i l l i n g t o pay 

what i t c o s t s , i n c l u d i n g not m e r e l y t h e c o s t o f moving the 

v e h i c l e but the c o s t of p r o v i d i n g the m a i n t a i n i n g the ways 

upon w h i c h the v e h i c l e moves. The f a c t t h a t v/e no l o n g e r c o l l ­

e c t t o l l s on our improved i n l a n d waterways, as we once d i d , 

i s a c l e a r i n d i c a t i o n t h a t such s e r v i c e e x i s t s o n l y through 

the u n w i t t i n g bounty o f t h e t a x p a - e r s throughout t h e c o u n t r y . 

The same might be s a i d o f the highways. The forms o f 

t r a n s p o r t a t i o n u s i n g t h e s e ziajs c o n t r i b u t e onljr a n a r t o f the 

upkeep through t h e i r l i c e n s e and t a x f e e s . R a i l r o a d s , on the 

o t h e r hand, pay huge t a x e s each ;year, t a x e s which go i n t o a l l 

o f the normal s e r v i c e s and f u n c t i o n s o f government. I n add­

i t i o n , t h e y m a i n t a i n t h e i r ovm ways out of r e v e n u e s . The d i s -

advantage w h i c h r a i . l r o a d s a r e p l a c e d i n c o m p e t i t i o n w i t h t h e s e 

forras o f t r a n s p o r t i s o b v i o u s . 

*D. Phil3.p L o c k l i n , Economics o f T r a n s p o r t a t i o n , 
Chicago, b u s i n e s s i h i b l i c a t i o n s , I n c . , 1938, p.59. 
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F a c t s and f i g u r e s on the a c t u a l amounts o f maintenance 

c o s t f o r the highv/ays t h a t comes out of the p u h l i c pocketbook 

a r e d i f f i c u l t t o o b t a i n and t a o u l a t e v / i t h a c c u r a c y . F o r w a t e r 

ways, however, t h i s i s not t r u e , and they s e r v e as t y p i c a l 

e v i d e n c e f o r b o t h . Look a t the Nev/ Y o r k Barge C a n a l f o r i n ­

s t a n c e : I t c o s t the t a x p a y e r s cibour3340,000 a m i l e to b u i l d , 

and i s c o s t i n g raore t h a n pbjOOO p e r m i l e each y e a r f o r i t s 

maintenance. Compare t h i s w i t h the average c o s t of about 

$61,000 f o r b u i l d i n g a m i l e o f r a i l r o a d , and the average o f 

$1,700 i n a n n u a l c o s t f o r m a i n t a i n i n g i t . The Nev/ York c a n a l 

i s , o f c o u r s e , an a r t i f i c i a l waterv/a;/; but so, f o r t h a t mat­

t e r , v a r y i n g onl;/ i n d e g r e e , a r e most of our improved i n l a n d 

w a t e r w a y s . To make them u s a b l e f o r cormnerce t l i e y have t o be 

b u i l t and m a i n t a i n e d . Take the Ohio R i v e r , which i s s a i d t o 

be the most s u c c e s s f u l o f such long d i s t a n c e p r o j e c t s . To 

b u i l d t h a t r i v e r has c o s t the t a x p a y e r s more than ^140,000 a 

m i l e , and to m a i n t a i n and operate i t i s c o s t i n g them about 

$4,000 p e r m i l e each //ear. And t h i s i s by no means the most 

c o s t l y . The improvement o f the M i s s o u r i R i v e r between S t . 

L o u i s and Kansas C i t y has c o s t 3195,000 a m i l e f o r c o n s t r u c t ­

i o n and i s c o s t i n g n e a r l v $3,000 p e r m i l e each y e a r t o main­

t a i n . The upper M i s s o u r i has c o s t , so f a r , ::;228,000 p e r m i l e 

f o r c o n s t r u c t i o n and $2,300 p e r m i l e each y e a r to m a i n t a i n . * 

I n v i e v j o f t h e s e v e i l e d c o s t s , amounting to government 

s u b s i d i e s , and the u n f a i r n a t u r e o f t h i s c o m p e t i t i o n w i t h the 

r a i l r o a d i n d u s t r : / , I suggest t h a t highway and v/ater t r a n s p o r t 

be r e q u i r e d t o pay t h e i r v/ay. Highv/ay t r a n s p o r t should pay 

*Above d a t a adapted from an a d d r e s s by E a r n e s t 
E , N o r r i s , P r e s i d e n t , S o u t h e r n R a i l w a y System, 
1 1 1 , Chamber o f Gomiaerce, Chicago, 1 1 1 , , Oct, 
5, 1938, p. 5, 



3 3 . 

f o r the use o f s a i d highv/ays a f a i r p r o p o r t i o n o f t h e i r con­

s t r u c t i o n and maintenance c o s t , as v / e l l a s a p r o p e r s h a r e o f 

those g e n e r a l t a x e s w h i c h go to support t h e o r c i n a r y f u n c t i o n s 

o f government. 

Commercial t r a n s p o r t a t i o n on improved i n l a n d watemvams 

( o t h e r than h a r b o r s and the G r e a t L a k e s ) should pay t o l l s s u f ­

f i c i e n t t o meet the c o s t to the t a x p a y e r s of c o n s t r u c t i n g , 

m a i n t a i n i n g , and o p e r a t i n g such improved waterway f a c i l i t i e s . 

U n f a i r s u b s i d a t i o n , r e a l o r e f f e c t u a l , s hould be d i s c o n t i n u e d . 

F u r t h e r m o r e , i n c o n n e c t i o n w i t h t h i s proposed "square 

d e a l " among the v a r i o u s forms o f t r a n s p o r t a t i o n , I s h o u l d 

suggest e q u a l r e g u l a t i o n by the same p u b l i c body or bodies f o r 

a l l forms, I suggest t h a t e i t h e r the I.G.C, be expanded t o 

a l l o w i t s assuming the f u n c t i o n of r e g u l a t i n g a l l t h r e e or 

t h a t such r e g u l a t i o n s a s those p e r t a i n i n g to r a t e s , s e r v i c e s , 

v a l u a t i o n , and a c c o u n t i n g be lumped under the Commission f o r 

a l l t h r e e w h i l e a n o t h e r body be s e t up to handle s e c u r i t i e s 

i s s u e s , c o n s o l i d a t i o n s , c o n s t r u c t i o n s and abandonment, e t c , 

f o r a l l . T h i s would c o - o r d i n a t e such r e g u l a t i o n and f u r t h e r 

a i d i n promoting f a i r c o m p e t i t i o n and f a i r p l a y among them, 

A g r e a t d e a l has been s a i d about the economies wh i c h 

would r e s u l t from c o n s o l i d a t i o n of t h e r a i l r o a d s and from co­

o r d i n a t i o n . I t i s my b e l i e f t h a t w h i l e t h e r e do e x i s t op­

p o r t u n i t i e s f o r economies i n c o - o r d i n a t i n g the e x i s t i n g 

f a c i l i t i e s i n tne nands o f p a r a l l e l and comneting r a i l r o a d s , 

i t i s a m a t t e r o f extreme d i f f i o u l t v to brinp: i t about, be­

cause i t o r d i n a r i l y i n v o l v e s a v i r t u a l s u r r e n d e r by one l i n e . 

o f i t s c o m p e t i t i v e f a c i l i t i e s wnicn l a v e oeen c r e a i e a a t 

a t g r e a t ex]?ense and through l o n g p i o n e e r e f f o r t . T h i s i s 

a s k i n g too much o f human n a t u r e . 

The q u e s t i o n o f c o n s o l i d a t i o n , hov/ever, p r e s e n t s an 
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e n t i r e l y d i f f e r e n t problem and p i c t u r e . C o n s o l i d a t i o n o r d i n a r -

Hj means no s u r r e n d e r o f the advantages w h i c h n a t u r e , i n g e n ­

u i t y , or f o r e s i g h t , and f i n a n c i a l s a c r i f i c e have c r e a t e ^ , but 

a b l e n d i n g o f a l l t h e s e upon a b a s i s v/hich p r o p e r l y c o n s i d e r s 

the p a s t r e c o r d o f each o f the u n i t s : h i c h w i l l comprise the 

c o n s o l i d a t e d company. C o n s o l i d a t i o n has been goinu on i n the 

r a i l r o a d b u s i n e s s from i t s i n c e p t i o n . As an example, t h e r e 

f o l l o w s a r e c a p i t u a l t i o n o f a number o f the e x i s t i n g l a r g e 

r a i l r o a d systems w i t h the number o f o p e r a t i n g r a i l r o a d s w h i c h 

have from time to time been c o n s o l i d a t e d i n t o the e x i s t i n g 

system: 

Nev/ Y o r k C e n t r a l R a i l r o a d ( s i n c e 1900) 8 2 
P e n n s y l v a n i a R a i l r o a d 3 6 0 
S o u t h e r n Railv/ay 6 0 
S o u t h e r n P a c i f i c Co. (vTest o f S I Paso) 8 7 
Union P a c i f i c R a i l r o a d ( s i n c e 1 8 9 8 ) 3 2 * 

I t i s a f a c t t h a t v/h.ile t h e r e v/as f r e e p l a y t h e s e c o n s o l i d a t ­

i o n s were o c c u r r i n g c o n s t a n t l y , and i t i s eopaallv t r u e t h a t 

s i n c e the passage o f t h e T r a n s p o r t a t i o n A c t o f 1 9 2 0 , w i t h i t s 

p r o v i s i o n f o r a r i g i d p l a n , t h e r e have been no c o n s o l i d a t i o n s 

o f moment. 

The p r e s e n t l a w whi c h r e q u i r e s such a p l a n should be 

r e p e a l e d and i n i t s p l a c e t h e r e s hould be a de c l a r a t r ' o n by 

the Congress f a v o r i n g c o n s o l i d a t i o n , a u t h o r i z i n g the r a i l r o a d s 

t o p r e s e n t to the I.G.C. anv c o n s o l i d a t i o n which t h e v might 

f a v o r , and empowering the Gomraission, a f t e r f u l l h e a r i n g and 

c o n s i d e r a t i o n , t o approve o r d i s a p p r o v e , the p u b l i c i n t e r e s t 

to be the s o l e c r i t e r i o n . The Cormiission has s e v e r a l t i m e s 

recommended to Congress t h a t the p r o v i s i o n f o r a p r i o r p l a n 

be r e p e a l e d . 

* I h i d , P.6. 
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T here a r e c e r t a i n n a t u r a l l i m i t a t i o n s on the t^roe of co­

o r d i n a t i o n t h a t s h o u l d be allov/ed and the amount of mileage a 

s i n g l e r a i l r o a d s h o u l d be p e r r a i t t e : t o c o n t r o l . C o - o r d i n a t i n g 

h o l d i n g companies h a v i n g a s t h e i r s o l e o b j e c t i v e a d e s i r e t o 

grab i n t o t h e i r n e t a s many roads as p o s s i b l e f o r t h e puruose 

o f d r a i n i n g - t h e m d r y o f p r o f i t s n a t u r a l l y s hould be s t r i n g e n t ­

l y p r o h i b i t e d , a s t h e y s h o u l d be i n b u s i n e s s anywhere, But 

t h i s need not mean t h a t where o p e r a t i n g economies and manager­

i a l e f f i c i e n c i e s can be a c h i e v e d by c o - o r d i n a t i o n , the co­

o r d i n a t i o n w i l l not t a k e p l a c e because o f the s i z e o f the r e ­

s u l t i n g company. So l o n g a s t h e r e i s a p o s s i b i l i t ? / f o r r e a s o n ­

a b l y c l o s e - t o u c h , p e r s o n a l management and a sound economic 

b a s i s f o r anj c o n s o l i d a t i o n , n o t h i n g but the p u b l i c i n t e r e s t 

s h o u l d p r e v e n t i t s b e i n g oonsujuniated. And the r a i l r o a d s ? / i l l 

be h i g h l y p r o d u c t i v e o f such p l a n s f o r f u r t h e r c o - o r d i n a t i o n 

i f g i v e n a f r e e r r e i n t hen t h e v now h a v e . 

These, t h e n , a r e t h e major problems c o n f r o n t i n g the r a i l ­

roads w h i c h t h e i r e x e c u t i v e s r e f u s e to s h o u l d e r o r a c c e n t . 

The/ a r e the nroblems on w h i c h the r a i l w a y l e a d e r s demand 

a c t i o n , not a l w a y s , however, the a c t i o n h e r e i n recommended.. 

These a r e c o n d i t i o n s t h a t must be f a c e d i f r a i l r o a d i n g i s ' t o 

become an e f f i c i e n t and r e v i t a l i z e d i n d u s t r y . My o p i n i o n s on 

the methods of f a c i n g those problems have j u s t been s e t dovm, 

I f e e l t h a t i f t h e s e l e g i s l a t i v e remedies a r e p r o p e r l y e f f e c t ­

ed, the remainder o f the " r a i l r o a d -Droblem" r e s t s v / i t l i r a i l ­

r oad l e a d e r s themselves and nhe g e n e r a l b u s i n e s s condi.tions 

f o r i n d u s t r y as a whole. I t i s my o n i n i o n t h a t r a i l r o a d 

e x e c u t i v e s and o t h e r s a s s o c i a t e d w i t h them, on the b a s i s o f 

t h e i r p a s t performance d u r i n g t h e s e d e u r e s s i o n -rears, w i l l 

f a c e t h e r e m a i n i n g burden s q u a r e l y , I have t a l k e d w i t h many 
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r a i l r o a d l e a d e r s p e r s o n a l l y , and t h e y a r e p r a c t i o a l l y unanimous 

i n t h e i r d e s i r e t o b u i l d t h e i r i n d u s t r y . T he/ have a t t a c k e d 

t h e s i t u a t i o n a g a i n s t s e emingly unsurmountable odds. They 

have alread;/ begun so s h o u l d e r the r e m a i n i n g burden s q u a r e l v . 

I t i s my o p i n i o n t h a t thej have made g r e a t p r o g r e s s ; and even 

d i s c o u n t i n g the e q u i t a b l e changes t h a t s h o u l d come from l e g i s ­

l a t i v e s o u r c e s , I h o l d t h a t t h e r e i s a r e a l f u t u r e f o r the i n ­

d u s t r y . T h a t f u t u r e I s h a l l attempt t o s e t f o r t h , v / i t h an 

attempt t o g i v e u r o p e r p e r s p e c t i v e t o t h e many e x t r a o r d i n a r y 

c i r c u m s t a n c e s t h a t do now and w i l l c o n t i n u e t o nlague t h e 

normal development o f any b u s i n e s s e n t e r p r i s e i n t h e s e t i m e s . 
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V. The F u t u r e of the R a i l r o a d I n d u s t r y . 

E v e r y one o f us has a r e a l and d i r e c t i n t e r e s t i n the 

smooth f u n c t i o n i n g and s u c c e s s f u l o p e r a t i o n o f our t r a n s p o r t ­

a t i o n system. I n t h e s e days when t r a n s p o r t a t i o n c o s t s b u l k so 

l a r g e i n the consumer's budget, when the v a r i o u s -oroduction 

a r e a s o f our c o u n t r y a r e so s c a t t e r e d , when even v e r t i c a l i n t e ­

g r a t i o n s o f the same i n d u s t r y a r e connected, o n l y by a l o n g 

t r a n s p o r t a t i o n c h a i n , and when a l a r g e p a r t of our p o p u l a t i o n 

spends much i n t r a v e l from p l a c e t o p l a c e , — t^hen t h e s e cond­

i t i o n s p r e v a i l , i t i s o f prime concern t o e v e r y c i t i z e n o f 

t h i s c o u n t r y whether h i s t r a n s p o r t a t i o n system i s c u r r e n t l v 

adequate, e f f i c i e n t l y o p e r a t e d , and s u f f i c i e n t l y f l e x i b l e and 

f a r s i g h t e d t o meet the deraandc; o f the f u t u r e . And t h e back­

bone of t h a t v i t a l t r a n s n o r t a t i o n system i s today, a s i n the 

p a s t , the j l m e r i c a n r a i l r o a d . 

The o u t l o o k , so f a r as 1 have been a b l e to l e a r n , i s t h a t 

r a i l r o a d s w i l l c o n t i n u e to be the b a s i c m a s s - t r a n s p o r t a t i o n 

c h a i n f o r the American c o n t i n e n t . T h i s i s t r u e because o n l y 

on r a i l s i s i t p o s s i b l e to corabine the convenience o f the i n ­

d i v i d u a l l y loadeo and unloaded f r e i g h t c a r , v/hich can go any­

where on t h i s c o n t i n e n t a t an;/ season o f the 3/ear, w i t h the 

economy o f mass t r a n s p o r t a t i o n i n t r a i n s . 

One of the g r e a t achievements o f American i n d u s t r y i s 

mass p r o d u c t i o n , the p r o d u c t i o n o f g r e a t q u a n t i t i e s o f d e s i r ­

a b l e goods which can be s o l d a t p r i c e s i n r e a c h , not m e r e l y o f 

the fev/, but o f the m i l l i o n s . Much has been s a i d and w r i t t e n 

o f mass p r o d u c t i o n , i t s t e c h n i q u e s and i t s accomplishments, but 

i t has been p r e u t y g e n e r a l l y ovenooKed t h a t u n d e r l y i n g t h a t 

d i s t i n c t i v e l y American achievement, t y i n g the whole t h i n g 



58. 
t o g e t h e r and making i t p o s s i b l e , i s the mass t r a n s p o r t a t i o n of 

American r a i l r o a d s . 

The g r e a t importance o f t h e r a i l r o a d inaus-Dr:/ t o American 

i n d u s t r i a l l i f e i s s e l f - e v i d e n t . Vie have t r a c e d the economic 

and l e g i s l a t i v e background o f the roads t h a t i n d i r e c t l '' l e d t o 

and produced th e p r e s e n t problem. Vie have s t a t e d , w i t h no a t ­

tempt t o c o n c e a l , the r e a l d i f f i c u l t i e s w i t h v/hich t h e v a r e 

c u r r e n t l y f a c e d . We have t r i e d t o e x p l a i n away m i s c o n c e i v e d 

t r o u b l e s o f the r o a d s , and t hen t o s e t f o r t h what i s wrong v/ i t h 

them t h a t i s beyond t h e i r c o n t r o l . We suggested remedies f o r 

c o n d i t i o n s t h a t cannot be charged a g a i n s t the r a i l r o a d s them­

s e l v e s and promised t o l ook b r i e f l y t o t h e i r f u t u r e . T h i s we 

s h a l l nov/ do. - • 

But to d i s c u s s the f u t u r e to those as rects of r a i l r o a d de­

velopment r e m a i n i n g , one must t u r n so the l o v i c a l f a c t o r on 

w h i c h t h a t development i s going t o denend. I have t o l d you 

what o f the s i t u a t i o n r a i l r o a d management disovms, I s h a l l 

nov/ t a k e up t h a t p a r t o f i t d i r e c t l y dependent on management. 

And I can t h i n k o f no b e t t e r way to t a k e i t up t h a n t o a l l o w 

r a i l r o a d l e a d e r s t hemselves to s t a t e and answer those a s p e c t s 

o f the f u t u r e o f the roads t h a t r e s t w i t h them. I might s a y 

a l s o t h a t i n t h e s e answers I f i n d not t h e s l i g h t e s t degree o f 

p a r t i a l o r p r e j u d i c e d t r e a t m e n t . H a i l r o a d e x e c u t i v e s a r e p e r ­

f e c t l y v / i l l i n g t o r e c o g n i z e the shortcomings of t h e i r i n d u s t r y 

and o f t h e m s e l v e s , and t h e y do not mince terms i n r e p l y i n g to 

t h e s e s e l f - i m p o s e d c h a r g e s . I n f a c t , I have found t h i s t o be 

g e n e r a l l y t r u e o f r a i l r o a d i n f o r m a t i o n , and I have d i s c o v e r e d 

t h a t r e p u t a b l e w r i t e r s o f t e x t b o o k s and o t h e r s c h o l a r l y p i e c e s 

a r e q u i t e v / i l l i n g t o quote from r a i l r o a d , e x e c u t i v e s , l a v / v e r s , 

o r economists. 
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The best example o f the type of d i s c u s s i o n t h a t we seek 

took p l a c e b e f o r e s i x t y - s e v e n t h a n n u a l d i n n e r of the New Yo r k 

R a i l r o a d Club a t the H o t e l Commodore, December 7, 1939, a t t e n d ­

ed by n e a r l y 3,000 r e p r e s e n t a t i v e s o f r a i l w a y s , r a i l w a y s u p p l y 

f i r m s , and o t h e r i n d u s t r i e s . A group o f t r a n s p o r t a t i o n e x p e r t s 

h e re c o n t r i b u t e d t h e i r b e s t t h i n k i n g t o a symposium c o v e r i n g 

t h e v a r i o u s i m p o r t a n t phases o f t h e r a i l r o a d s i t u a t i o n . What 

f o l l o w s w i l l be an a d a p t a t i o n o f t h e i r remarks, so s e t f o r t h 

a s t o g i v e a c l e a r i n s i g h t i n t o t he f u t u r e o f the r o a d s . 

W i l l a r d F . P l a c e , V i c e - P r e s i d e n t i n charge o f F i n a n c e , 

New York C e n t r a l System, opened w i t h a d i s c u s s i o n o f h i s f ' l e l d . 

S a i d he, i n e f f e c t : 

C r e d i t i s a v a r i a b l e , s u b j e c t to r a p i d chanQre. T h i s ap­

p l i e s t o r a i l r o a d c r e d i t i n a t y p i c a l degree , f o r i t has been 

seen t o change s e v e r a l t i m e s , even w i t h i n the l a s t few y e a r s . 

W i th the r a p i d d e c l i n e i n the revenues o f the r a i l r o a d s 

w h i c h o c c u r r e " from 1930 t o 1933, r e u s l t i n v from the f i r s t im­

p e t u s o f the d e o r e s s i o n a t t h a t t i m e , r a i l r o a d c r e d i t d i s i n t e -

g r a t e 9 and v a l u e s o f r a i l r o a d bonds and s t o c k s sank t o l e v e l s 

not thought p o s s i b l e . A i d had to be o b t a i n e d from the govern­

ment t o a s s i s t i n meeting m a t u r i t i e s a s w e l l a s , i n many c a s e s , 

c u r r e n t c h a r g e s . Even v / i t h t h i s a i d many compaKvies were unable 

t o carr:/ on and were f o r c e d t o t a k e r e f u g e i n the c o u r t s . The 

y e a r s 1932 and 1933 were d e s p e r a t e and t r y i n g t o the i n d u s t r y . 

Y e t , w i t h i n the soace o f an o t h e r t h r e e y e a r s , r a i l r o a d 

c r e d i t had to a l a r g e degree r e - e s t a b l i s h e d i t s e l f . By the end 

o f 1936, bonds had r i s e n t o a p o i n t where new i s s u e s were raar-

k e t e d and l o a n s from the novernment r e u a i d by many companies. 

B u y e r s were a g a i n a c q u i r i n g bonds a t h i g h p r i c e s w h i c h but a 

s h o r t p e r i o d b e f o r e were not c o n s i d e r e d a t much lower p r i c e s . 
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The r e c e s s i o n i n b u s i n e s s , w h i c h s t a r t e d i n the l a t t e r 

p a r t o f 1937 and c o n t i n u e d i n t o 1938, a g a i n a f f e c t e d t h e c r e d i t 

o f the r o a d s . B ut the b a s i c a b i l i t y t o f l o a t s e c u r i t y i s s u e s 

e v i denced d u r i n g t h i s semi-prosperous p e r i o d i s s t i l l p r e s e n t . 

A l l t he roads need i s a f a i r measure o f b u s i n e s s recover-/ and 

t h e y w i l l a g a i n be a b l e t o s e c u r e c a p i t a l n e c e s s a r y t o t h e i r 

f i n a n c i a l s e c u r i t y and development, 

'•W.M. J e f f e r s , P r e s i d e n t o f the Union P a c i f i c R a i l r o a d , 

d e a l t g e n e r a l l y v / i t h h i s c o n c e p t i o n o f r a i l r o a d t r a i n s f o r 

tomorrov/. iie h e l d t h a t t h e y w i l l show a d d i t i o n a l advancement 

i n a i ! r - c o n d i t i o n i n g , more improvement i n r i d i n g q u a l i t i e s , 

g r e a t e r r e d u c t i o n i n t r a i n n o i s e s , and the a p o l i c a t i o n o f nev/ 

r e f i n e m e n t s i n appointments and comfort f a c i l i t i e s . 

The passenger t r a i n o f tomorrow w i l l consume l e s s o v e r ­

a l l time betv/een t e r m i n a l s , a l t h o u g h i t xzlll not n e c e s s a r i l y 

o perate a t g r e a t e r speeds between i n t e r v e n i n g towns. 

The f r e i g h t t r a i n o f tomorrov/ w i l l i n c o r p o r a t e nev/ d i s ­

c o v e r i e s i n d e s i g n and i u a t e r i a l s , w i l l have b e t t e r r i d i n g 

q u a l i t i e s r e s u l t i n g i n g r e a t e r p r o t e c t i o n f o r commodities be­

i n g t r a n s p o r t e d , and w i l l o p e r a t e a t h i g h e r average s s e e d s 

w i t h h e a v i e r pay l o a d s o v e r improved t r a c k s t r u c t u r e . 

The s h i p p e r w i l l have the b e n e f i t o f s i m p l i f i e d t a r i f f s , 

e a r l i e r d e l i v e r i e s , b e t t e r c o o r d i n a t i o n w i t h a u x i l i a r y highway 

t r a n s p o r t , a r e s u l t a n t f u r t h e r r e d u c t i o n i n i n v e n t o r i e s nec­

e s s a r y t o p r o p e r conduct o f b u s i n e s s , f u r t h e r e-nansion o f the 

merchandise c a r and o v e r - n i g h t s e r v i c e t o the end t n a t a l l tov/ns 

w i t h i n o r g a n i z e d zones w i l l have such s e r v i c e a v a i l a b l e . 

The r a i l r o a d t r a f f i c deuartments of tomorrow w i l l show 

g r e a t e r development i n a i d i n g the s h i p p e r v/ith h i s problems i n 

p a c k i n g , l o a d i n g , and r o a t i u g uo one end t h a t s e r v i c e g e n e r a l l y 
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w i l l be more s a t i s f a c t o r y t o t h e s h i n rer and t h a t f u r t h e r r e ­

d u c t i o n may be made i n l o s s and damage c l a i m s . 

A l l t h e s e t h i n g s w i l l be made p o s s i b l e by r e a s o n of the 

f a c t t h a t t h i n k i n g v / i l l be from the bottom up r a t h e r t h a n from 

the top dovm, t h a t g r e a t e r r e l i a n c e v / i l l be developed from the 

combination o f the p r a c t i c a l w i t h the t e c h n i c a l , t h a t everybodjr 

w i l l be w o r k i n g f o r the e l i m i n a t i o n o f waste and d u p l i c a t i o n , 

and from a c o n t i n u a n c e o f r e d i x c t i o n i n eecpense of d i s t r i b u t i o n , 

and g e n e r a l l y / i n l o w e r i n g the c o s t of mass t r a n s p o r t a t i o n , both 

f r e i g h t and p a s s e n g e r . 

The program f o r b r i n g i n g about t h e s e d e s i r a b l e o b j e c t i v e s 

d e a l s p r i m a r i l y w i t h f u n d a m e n t a l s . These may be summarized as 

f o l l o w s : r e d u c t i o n o f dead time a t s t a t i o n s and i n y a r d s , f u r ­

t h e r e l i m i n a t i o n o f grade c r o s s i n g s , r e d u c t i o n of c u r v e s and 

g r a d e s , and the g r e a t e r use o f the advanced r e l i a b i l i t y o f mot­

i v e power p e n a i t t i n g l o n g e r d i s t a n c e s w i t h continuous o p e r a t i o n . 

I n d i s c u s s i n g the r e l a t i o n s o f t h e r a i l r o a d s to the p u b l i c , 

A. N. W i l l i a m s , E x e c u t i v e V i c e - P r e s i d e n t o f the L e h i g h V a l l e ; / 

R a i l r o a d Company and Chairman of the Committee on P u b l i c R e l a t ­

i o n s o f the E a s t e r n R a i l r o a d P r e s i d e n t s Conference, a d m i t t e d 

the bad f i n a n c i a l s t r a i t s o f the roads and conceded t h a t t h e y 

were the o b j e c t s o f a d v e r s e p u b l i c o p i n i o n . Eowever, he went 

on to add t h a t t h i s b a s i c p u b l i c m i s u n d e r s t a n d i n g of the r a i l ­

r o a d s ' c o n d i t i o n must be e l r m i n a t e d from the p u b l i c mind. He 

p o i n t e d out t h a t over the p e r i o d 1932-39 the r a i l r o a d i n d u s t r y 

f a i l e d t o e a r n i n t e r e s t s and f i x e d c harges by o n l y about f i f ­

t e e n m i l l i o n d o l l a r s . D u r i n g t h i s same seven-year, p e r i o d t h e y 

p a i d more t h a n e l e v e n and a h a l f b i l l i o n d o l l a r s f o r wages and 

two b i l l i o n to the government i n t a x e s , i n a d d i t i o n to about 

f o u r and a h a l f b i l l i o n f o r f u e l , m a t e r i a l s , and s u p p l i e s . 
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I n s h o r t , w h i l e the r a i l r o a d s were p a s s i n g through the 

w o r s t d e p r e s s i o n i n h i s t o r y , t h e y raade an important c o n t r i b u t ­

i o n — more than 18 b i l l i o n d o l l a r s — to t h e n a t i o n a l economy. 

Such f a c t s a s t h i s Mr, W i l l i a m s would p r e s e n t t o the p u b l i c 

through and i n t e l l i g e n t p u b l i c i t y campaign, s t a t i n g f a i r l y and 

a c c u r a t e l y the r e a l c o n d i t i o n s i n the r a i l r o a d i n d u s t r y . T h i s , 

I might add, i s b e i n g v e r y c a p a b l y c a r r i e d out by the Committee 

o f which he i s the c i i a i i r . i a n . ' 

W a l t e r S. F r a n k l i n , V i c e - P r e s i d e n t i n charge o f T r a f f i c , 

P e n n s y l v a n i a R a i l r o a d , had i n s t r u c t i v e comment t o make concern­

i n g Lmprove" r a i l r o a d s e r v i c e . 

R e c e n t l y the r a i l r o a d s have had the o p n o r t u n i t v to demon­

s t r a t e t h e i r a b i l i t ; / t o cope w i t h one of t h e s e v e r e s t t e s t s 

w h i c h the i n d u s t r y has e v e r emperience — a 45,:) i n c r e a s e i n 

f r e i g h t t r a f f i c crowded i n t o a r e l a t i v e l y s h o r t i n t e r v a l . Y e t 

d u r i n g t h i s p e r i o d t h e r e was no a c c u m i l a t l o n o f f r e i g h t . The 

normal f l o w o f t r a f f i c l i a s been m a i n t a i n e d , and the n a t i o n ' s 

c a r s u p p l y was a t a l l t i m e s ahead of t o t a l demand. 

Th a t t h e r a i l r o a d s were a b l e t o l i v e such a good account 

o f t h e m s e l v e s i s c h i e f l y due t o the continuous p r o g r e s s t h a t 

t h e y have made through the t e n y e a r s s i n c e 1929. T h i s has been 

a p e r i o d , not of e x n a n s i o r i or e x t e n s i i o n , but of i n t e n s i v e im­

provement and r e f i n e r a e n t , both i n f a c i l i t i e s and methods o f 

o p e r a t i o n . Although t h e c o u n t r y has been p a s s i n g through an 

unprecedented d e j i r e s s i o n , the l a s t f i v e y e a r s have w i t n e s s e d 

some o f the most important advances i n r a i l r o a d h i s t o r y . 

To mention a few achievements: F r e i g h t t r a i n s c h e d u l e s 

have been quickened, and p r a c t i c a l l y a ] . l t r a i n s now operate on 

a scheduled b a s i s . The l o a d s per c a r and p e r t r a i n have i n ­

c r e a s e d g r e a t l y . O v e r - n i g h t d e l i v e r y o f merchandise has been 
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extended t o 400 m i l e s o r more. The adoption o f "pic k - u p and 

d e l i v e r y " has g i v e n t h e merchandise s h i p p e r the advantage o f 

complete door-to-door s e r v i c e under f u l l r a i l r o a d r e s p o n s i b i l ­

i t y . These improvements have m a t e r i a l l y decreased the time i n 

t r a n s i t , r e s u l t i n g i n reduced i i w e n t o r i e s and tremendous s a v ­

i n g s t o many i n d u s t r i e s and merchants. 

I n s p i t e o f the i n c r e a s e d r a t e s o f wages, i n c r e a s e d mat­

e r i a l c o s t , and t a x e s , t he g e n e r a l l e v e l o f f r e i g h t r a t e s has 

d e c l i n e d from 1.076 c e n t s p e r t o n m i l e i n 1929, t o 0,983 c e n t s 

per t o n m i l e i n 1938, 

W i t h a l l the improvements i n s e r v i c e and equipment t h a t 

have been made a v a i l a b l e t o the t r a v e l e r , p a ss-nger f a r e s have 

been reduced and a r e d r a s t i c a l l y l o w e r t h a n when t h i s e r a of 

improvements began. S p e c i a l forras o f reduced r a t e t i c k e t 5 3 , 

many o f thera based on graduated s c a l e s , w i t h the c o s t p e r m i l e 

d e c r e a s i n g w i t h the d i s t a n c e , have proved added inducements to 

t r a v e l . 

H a l e Holden, J r . , V i c e - P r e s i d e n t o f the PullHian Company, 

e n t e r t a i n e d the group t o what was new i n puilman c a r d e s i g n 

and s e r v i c e . I p r e s e n t a f u l l a d a p t a t i o i n o f i t here t o shov; 

th e r e a l c o n s t r u c t i v e develonment o f w h i c h the roads a r e cap­

a b l e , even i n d e p r e s s i o n t i m e s . T h i s t o me i s an e x c e l l e n t 

inducement f o r an o p t i m i s t i c v i e w of f u t u r e e x p a n s i o n . 

W i t h the advent o f l i g h t w e i g h t equipment, began an e r a 

of new i n t e r i o r d e s i g n i n g . T h i s i n c l u d e d many t y p e s o f new 

accomodations t o which Thie p u b l i c responded iraraediatel?/. 

The S e c t i o n , c o j u p r i s i n g l ower and upper b e r t h s , shared 

i n the march o f improvements through the c o n v e r t i b l e f e a t u r e . 

T h i s x)rovides ample d r e s s i n g space through s i m p l e , i n g e n i o u s 

arrangement whereby h a l f the bed f o l d s upward v/ithout 
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d i s a r r a n g e m e n t , l e t t i n g the passenger p r e p a r e h i m s e l f f o r t he 

n i g h t o r morning i n c o m f o r t a b l e p r i v a c y . The bed i s e a s i l y 

lov/ered o r r a i s e d by the occnpant, o r i t can be done by the 

p o r t e r v/hile o u t s i d e the c u r t a i n s . A s h e l f and m i r r o r a r e pro ­

v i d e d as a d d i t i o n a l f a c i l / t i e s . 

The Room accomodations c o n s t i t u t e t he g r e a t e s t advance i n 

the d e s i g n o f the l a t e s t c a r s b u i l t . A l l modern Pullman rooms 

have c l o s e t s f o r the s t o r a g e o f c l o t h i n g and luggage, f u l l 

t o i l e t f a c i l i t i e s , and i n d i v i d u a l r e g u l a t i o n o f l i g h t , h e a t , 

and v e n t i l a t i o n . 

The Roomette i s one of the l a t e s t developments and one of 

the most p o p u l a r . A l t h o u g h the s m a l l e s t o f the rooms, i t has 

ample soace f o r one pass e n g e r , n i g h t and day. I n the daytime 

th e bed f o l d s up i n t o one w a l l and the passenger i s p r o v i d e d 

w i t h a s o f a s e a t . I f he w i s h e s t o l i e down d u r i n g the day, he 

can lov/er the bed w i t h e a s e . 

Another s i n g l e room i s knov/n a s the Duplex, the rooms 

b e i n g i n tv/o t i e r s , " u p s t a i r s " and " d o w n s t a i r s , " The l a r g e 

daytime s o f a c o n v e r t s i n t o a s p a c i o u s bed. A t a b l e t h a t f o l d s 

a g a i n s t one w a l l p e r m i t s l e t t e r w r i t i n g and the l i k e . Some of 

the d o v m s t a i r s rooms a r e en s u i t e through s l i d i n n p a r t i t i o n s . 

The Double Bedroom^as accomodations f o r tv/o p e r s o n s , the 

l o n g daytime s o f a c o n s t i t u t i n g one bed and the upper b e r t h a n ­

o t h e r . Wash b a s i n s and t o i l e t s f o l d i n c o n s p i c u o u s l y i n t o cab­

i n e t s v/heri not i n u s e , oome f the bedrooms a r e s e p a r a t e d by 

f o l d i n g p a r t i t i o n s , p e r m i t t i n g t h e i r use as u n i t s o r a s one 

l a r g e room f o r f a m i l y o r o t h e r p a r t i e s . 

The l a t e s t Comuartment i s a model o f comuactness v/ith ad­

d i t i o n a l comfort o b t a i n e d tnrougu rearrangement. A t r a n s v e r s e 

s o f a becomes a bed a t n i g h t , and t h e r e i s an upper b e r t h above 



t h e windov/. I n a d d i t i o n t o the s o f a , daytime f a c i l i t i e s a r e 

i n c r e a s e d hy a lounge c h a i r . 

Without a b s o r b i n g a d d i t i o n a l a r e a i n the c a r , marked s p a c ­

i o u s n e s s i s a t t a i n e d i n the new Drawing Room. As a i r - c o n d i t i o n ­

i n g no l o n g e r makes i t n e c e s s a r y t o p r o v i d e t o i l e t rooms with 

windows, t h i s f a c i l i t y has been moved to the a i s l e s i d e . T h i s 

new arrangement p e r m i t s two l a r g e windows i n t h e drawinn room 

and t he u t i l i z a t i o n o f a l l the most d e s i r a b l e s ace f o r s l e e p ­

i n g and daytime occupancy. By day the occupants have an a c t u a l 

l i v i n g room, the s o f a and tv-io lounge c h a i r s a f f o r d i n g u n u s u a l 

c o m f o r t . By n i g h t a l o n g i t u d i n a l bed f o l d l n - i n t o one c r o s s 

w a l l has been s u b s t i t u t e d f o r the former f i x e d couch; the 

s e c t i o n s e a t s by the windows have been removed and a l o n g t r a n s ­

v e r s e s o f a s u b s t i t u t e d . T h i s i s c o n v e r t i b l e i n t o a bed.by 

n i g h t , and above i t i s a n o t h e r b e r t h . A t n i g h t the f o l d i n g 

bed i s a t r i g h t a n g l e s t o the o t h e r s , g i v i n g plent-- o f space 

f o r d r e s s i n g and e a s y a c c e s s to i:he annex, c l o t h e s c l o s e t , and 

a i s l e door. 

The M aster Room i s t he u l t i i / a t e i n Pull m a n accomodations. 

By day i t i s a l a r g e l i v i n g room w i t h f o u r movable loun.ge 

c h a i r s , w h i l e a t n i g h t two f o l d i n g beds erne rge from the w a l l s , 

a t r i g h t a n g l e s t o each o t h e r . There a r e no upper b e r t h s . The 

t o i l e t annex, i n a d d i t i o n to b e i n g u n u s u a l l y c o n v e n i e n t , has a 

shov/er b a t h . A d j o i n i n g t he master room i s a Double Bedroom 

w h i c h can be thrown en s u i t e , i f d e s i r e d . 

I n a d d i t i o n t o the new l i g h t v / e i g h t s t r e a m l i n e d c a r s , w i t h 

t h e new and improved t y p e s o f accomodations, a number o f o l d e r 

type c a r s have been r e b u i l t and remodled t o conform w i t h the 

modern i d e a s o f comfort, c o l o r , and speed. Such c a r s a r e i n ­

cl u d e d on the C a p i t o l L i m i t e a o f the B a l t i m o r e and Ohio R a i l r o a d , 
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and the F o r t y - N i n e r o f the i v o r t h w e s t e r n . Union P a c i f i c - S o u t h e r n 

O v e r l a n d Route. 

I n d e s i g n i n g and c o n s t r u c t i n g new c a r s and remodeling the 

o l d e r ones, the Pull m a n organ:''zation has emplo-red a l l of the 

modern m a t e r i a l s , such a s alumimim a l l o c s , c o r r o s i o n - r e s i s t a n t 

low a l l o y t e n s i l e s t e e l and s t a i n l e s s s t e e l , w h i c h have 'been 

developed i n the p a s t few y e a r s — and, a l s o , a l l the r e c e n t ­

l y developed f a b r i c a t i n g p r o c e s s e s i n c a r c o n s t r u c t i o n . 

'V'Jhile not so i n the b e g i n n i n g , new l i g h t w e i g h t s t r e a m ­

l i n e d t r a i n s a r e now g e n e r a l l y made up o f c a r s designed t o i n -

ter'Uhange v/ i t h t he c o n v e n t i o n a l r o l l i n g s t o c k . Pullman a l s o 

p i o n e e r e d i n t h i s development. 

S e r v i c e meetings o f a l l c l a s s e s o f Pullman emplo-rees a r e 

h e l d t h r e e t i m e s a n m i a l l y , when a l l a r e informed o f t h e l a t ­

e s t developments i n the o p e r a t i n g p r a c t i c e s , how to meet em­

e r g e n c i e s , and the r e q u i s i t e s o f s a f e t y . 

A f t e r t h i s eulogy o f P u i l m a n advancement came t h e speech 

o f R. E . Woodruff, T r u s t e e and C h i e f E x e c u t i v e O f f i c e r o f the . 

E r i e R a i l r o a d Company. T h i s sneech s t a n d s i n h e a l t h y con- . 

t r a s t t o the one t h a t preceded i t . k r . Woodruff d i s c u s s e d 

p r o g r e s s i v e r a i l r o a d o p e r a t i o n , and h i s l o , / a l t y was to h i s 

s u b j e c t . 

The r a i l r o a d s , l i k e o t h e r b u s i n e s s e s , a r e concerned w i t h 

the t r a i n i n g of s u p e r v i s o r s and foremen. A l l r a i l r o a d o f f i c ­

e r s agree t h a t t h i s i s d e s i r a b l e and most a r e t r y i n g t o do 

something about i t , but not n e a r l y enoukn i s b e i n g done. On 

a r a i l r o a d , f r e q u e n t l y , a man from the r a n k s i s made foreman 

o r s u p e r v i s o r w i t h o u t p r e v i o u s t r a i n i n g i n the a r t of f o r e -

manship, and he n e v e r r e a . l l y g e t s such a t r a i n i n g , a l t h o u g h 

i t i s expected t h a t he w i l l i n some wa;/ a c q u i r e the t r a i n i n g , 

and i t i s hope! bj h i s s u n e r i o r s t'/at someone v / i l l nay enough 
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a t t e n t i o n to him to keep him out of t r o u b l e . 

Other i n d u s t r i e s have gone much deeper i n t o the problem. 

I n many cases, groups represe i t i n g management have studied ways 

and means of g e t t i n g b e t t e r r e s u l t s from t h e i r s t a f f s and super­

v i s o r s . T r a i n i n g begins a t the top, and t h e i r methods are pas­

sed down the l i n e through the mediu!|i of conferences u n t i l each 

foreman has the b e n e f i t of such t r a i n i n g and information. T h i s 

puts the foreman I n a strong p o s i t i o n to handle work prooerly; 

i t enables him to know j u s t where the m.anagement stands on many 

questions of p o l i c y ; then be i s able to decide upon an'" to repre­

sent h i s o-m views I n d e a l i n g with the management and i n d e a l i n g 

with the men under h i s J u r i s d i c t i o n . Such t r a i n i n g and informa­

t i o n i s r e a l l y the backbone of yoo! p u b l i c r e l a t i o n s . More of i t 

i s needed i n the r a i l r o a d s . 

This trainlnp- i n s u p e r v i s i o n cannot cure a l l r a i l r o a d i l l s , 

but there i s much to be gained by studying i n d u s t r i a l methods and 

applying them to r a i l t o a d problems. T h i s w i l l not d e t r a c t from 

f u r t h e r r e s e a r c h work i n improving engineering d e t a i l s , but i t 

w i l l r n e c e s s a r y f o r the p r o g r e s s i v e s u r v i v a l of the r a i l r o a d i n ­

d u s t r y . 

John J . F e l l y , P r e s i d e n t of the A s s o c i a t i o n of Am-rican 

R a i l r o a d s , discussed a t o p i c of great current i n t e r e s t , namely, 

r a i l r o a d s ' preparedness f o r future emergencies. V/e are a l l w e l l 

aware that events here and abroad have focussed a t t e n t i o n on a 

very important question: "ow w e l l are American r a i l r o a d s prepared 

to handle peak loads of t r a f f i c ? 

E a r l y l a s t summer the r a i l r o a d s asked themselves that 

question. They made a c a r e f u l a n a l y s i s of t h e i r p l a n t and 

operations, an'' they conclude^ that they could then handle at 

l e a s t 2^% more bu s i n e s s . 3y r e p a i r i n g c a r s and locomotives not 
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needed a t the t i m e , t h e y e s t i m a t e " t h a t t h e y c o u l d handle 507b 

more b u s i n e s s . . -

B a c k i n g up t h e i r p r e d i c t i o n v / i t h a c t i o n , the r a i l r o a d s . 

l a u n c h e d a f a r - r e a c h i n g program v/hich, b e s i d e s n r o v i d i r r e f o r 

t h e iiim].ediate r e s t o r a t i o n o f s e r v i c i b l e c o n d i t i o n s of thousands 

o f f r e i g h t c a r s and hundreds of l o c o m o t i v e s , include'' the o r ­

d e r i n g o f such new equipment as the demands of t r a f f i c v/ar-

r a n t e c i . 

The r a i l r o a d s ' e s t i m a t e of c a v a c i t v v/as soon put to the 

t e s t . V i r t u a l l y o v e r n i g h t , the r a i l r o a d s were f a c e d w i t h a 

sudden and unprecedented demand f o r c a r s . Loadings were heav­

i e r t h a n i n any p e r i o d s i n c e 1930, jumping from. 667,409 c a r ­

l o a d s i l l a week ending September 9 t o 391,198 c a r l o a d s i n the 

week ending October 2 1 , (1939) — an i n c r e a s e o f 29p i n s i x 

weeks, • 

Hov/ the r a i l r o a d s , w i t h the c o o p e r a t i o n of s h i p p e r s and 

r e c e i v e r s , t u r n e d i n the most remarkable t r a n s p o r t a t i o n p e r ­

formance o f r e c e n t y e a r s i s now a m a t t e r o f r e c o r d . Not only 

d i d i t exceed the 25P e s t i m a t e , but i n one week h a n d l e ! 4 5 % 

more b u s i n e s s t h a n they v/ere h a n d l i n g when the p r e d i c t i o n s 

were made. The job was done v/ithout c o n g e s t i o n , d e l a v , or a 

g e n e r a l c a r s h o r t a g e ; and t h e r e v/as even a s u r p l u s o f a v a i l ­

a b l e equipment. 

Mere i t might be v / e l l to c o n s i d e r a p a r e n t h e t i c a l note 

f u r n i s h e d by the s t u d i e s of k. J . Gormley, E x e c u t i v e A s s i s t ­

a n t i n the A s s o c i a t i o n of American R a i l r o a d s and a renov.med 

r a i l r o a d economist. Mr. Gormlev a t t r i b u t e s the p r e s e n t a b i l ­

i t y to s t e p up s e r v i c e w i t h o u t c o n g e s t i o n t o the f o l l o w i n g : 

The p r e s e n t embargo and p e r m i t systera f o r h a n d l i n g f r e i g h t , 

developed s i n c e 1920 and o p e r a t e d through the A s s o c i a t i o n o f 



American R a i l r o a d s , i n s u r e s t h a t f r e i g h t c a r s s h a l l be used f o r 

t r a n s p o r t a t i o n and not s t o r a g e . F r e i g h t i s not p e r t n i t t e d t o be 

t o be loaded on c a r s u n l e s s i t i s knovm t h a t i t can be u n l o a d ­

ed a t t h e d e s t i n a t i o n p r o m p t l y . The same p r i n c i p l e has been 

adopted by the a p p r o p r i a t e a g e n c i e s o f the government f o r t h e 

movement o f government f r e i g h t , t h e r e b y i n s u r i n g a g a i n s t the 

s o r t o f c o n g e s t i o n t h a t caused so much d i f f i c u l t - / i n 1917 and 

1918. 1 

S t i l l a n o t h e r development o f importance, uh i c h cannot, be 

measured s t a t i s t i c a l l y , i s the o r g a n i z a t i o n o f s h i p u e r s f o r 

c o - o p e r a t i v e purposes i n t o the t h i r t e e n r e g i o n a l S h i p e r s ' 

A d v i s o r y B o a r d s . These boards were o r g a n i z e d i n 1923 to vrork 

c l o s e l y v/ith the Oar S e r v i c e D i v i s i o n o f the A s s o c i a t i o n o f 

i u i i e r i c a n R a i l r o a d s . H e a d - q u a r t e r s o f the v a r i o u s boards a r e 

i n B o s t o n , Few Y o r k , P i t t s b u r g h , D e t r o i t , and A t l a n t a . T h e i r 

work has been ver;^ e f f e c t i v e , and i n t i m e s o f s t r e s s has been 

i n v a l u a b l e . 

One e f f e c t o f b e t t e r s h i p p e r c o - o p e r a t i o n i n the use of 

equipment i s t h a t r a i l r o a d c a r s a r e used more e f f i c i e n t l y t h a n 

t h e y were twenty y e a r s ago, not o n l y by the r a i l r o a d s them­

s e l v e s , but a l s o by the s h i p v e r s — and a f r e i g h t c a r spends 

a s much o r more time i n the s h i p p e r ' s hands, b e i n g loaded and 

unloaded, a s i t does i n the hands o f t h e r a i l r o a d s . * A more 

g r a p h i c i d e a o f t h e s y s t e m a t i c c e n t r a l i z a t i o n and p l a n n i n g o f 

t h i s and o t h e r r a i l r o a d s e r v i c e o p e r a t i o n s can be gained from 

uhe c h a r t s h e r e i n i ? i s e r t e d — the c h a r t s b e i n g some of the 

many i n Gormley's book. 

Hi, J, Gormley, I ^ i l w a y _ C a p a c i t y and T r a f f i c Con­
t r o l vYashington, D, C, A s s o c i a t i o n o f American 
R a i l r o a d s , 1939. (Avove paragraphs a r e an ab­
s t r a c t o f the d e t a i l e d substance o f the book.) 
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T h i s t a s k u n d e r t a k e n i n 1923 has been done, and w e l l done. 

The i n c r e a s e d c a p a c i t ; / n e c e s s a r y to handle any a n t i c i p a t e d i n ­

c r e a s e i n b u s i n e s s , and to do i t smoothly and e f f i c i e n t l y , has 

been b u i l t i n t o t h e r a i l r o a d s of t o day. VFhat c a r s and power 

4fea% a r e n e c e s s a r y to t a k e c a r e of t h i s advance i n c a p a c i t y 

and e f f i c i e n c y w i l l be p r o v i d e d by the roads i n advance of the 

n a t i o n ' s needs. 

Perhaps the most s i g n i f i c a n t comment on the p r e s e n t cap­

a c i t i e s and f u t u r e s e r v i c F b i l i t y o f the r a i l r o a d s was v o i c e d 

by L o u i s Johnson, A s s i s t a n t S e c r e t a r y o f war, a t the d e d i c a t ­

i o n i n Union S t a t i o n i n Washington, B.C., o f a bronze t a b l e t 

i n commemoration o f the R a i l r o a d War Board of 1917. What I 

s h a l l r e v i e w of the p r o c e e d i n g s i s an a b s t r a c t from W a i l r o a d 

D a t a , A p r i l 26, 1940, However, l e a d i n g newspapers i n New Y o rk, 

P h i l a d e l p h i a , and Washington gave space to r e c o u n t i n g s i m i l a r 

phases o f the ceremon;/-. 

I n i n t r o d u c i n g Wr. Johnson, J . J . P e l l y s t a t e d t h a t the 

A s s i s t a n t S e c r e t a r y of ¥/ar and the A s s i s t a n t S e c r e t a r y of the 

Navy, L o u i s Oompton, who vras a l s o p r e s e n t , compose the Army 

and Navy M u n i t i o n s B o a r d , w h i c h i s charge" by Congress w i t h the 

r e s p o n s i b i l i t y o f niaking p l a n s f o r use o f the n a t i o n ' s economic 

power sh o u l d the U n i t e d S t a t e s a g a i n become embroiled i n war. 
/ 

A s s i s t a n t o e c r e t a r ; / dOhnson began h i s a ddress by s a y i n g 

t h a t the r/ar Department has " f u l l c o n f i d e n c e i n the i n n a t e cap­

a c i t y , i n the c o - o p e r a t i v e s p i r i t , i n the a b i l i t y , and i n the 

p a t r i o t i s m o f our r a i l r o a d s t o cope s u c c e s s f i i i x z w i t n rne 

o r a i i s p o r t a t i o n problems t h a t any grave m i l i t a r ; / emergency 

would i n v o l v e , " 

T h i s c o n f i d e n c e , he c o n t i n u e d , i s based on the c a p a b i l i t ­

i e s o f r a i l r o a d management and on the many improvements t h a t 
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t h e i n d u s t r y has i n i t i a t e d . The r a i l r o a d s , he m a i n t a i n e d , 

"have c r e a t e d and p e r f e c t e d an o r g a n i z a t i o n t o meet th e de­

mands o f war under p r i v a t e i n d i v i d u a l management." 

S t a t i n g t h a t the m i s t a k e s o f 1917, u a r t i c u l a r l y those 

which caused congested t e r m i n a l s and 'he o l o c k i n g o f t r a c k s 

f o r m i l e s , w i l l not be r e p e a t e d , Mr. Johnson emphasized t h a t 

wartime t r a n s p o r t a t i o n p l a n s "do not contemplate the r e g i ­

menting o f t h e r a i l r o a d s . " 

Mr. Johnson h e l d t h a t o t h e r t r a n s p o r t a t i o n a g e n c i e s have 

t h e i r p l a c e i n t h e economic l i f e o f America but t h a t "the 

r a i l r o a d s t i l l predominates" and can n e v e r be r e p l a c e d . 

"V/e must, t h e r e f o r e , keeo the r a i l r o a d s f i n a n c i a l l y sound 

and p h y s i c a l l y s t r o n g , " he a s s e r t e d . "They a r e the blood s t ­

ream of American l i f e i n iieace and i n war." 

I say a g a i n t h a t t e s t i m o n y such as t h i s has added woight 

i n v i e w o f the f a c t t h a t t h e r a i l r o a d s have made manv o f t h e s e 

improvements w h i l e under the handicaps imposed bv the d e p r e s s ­

i o n and by the o t h e r c o n d i t i o n s s e t f o r t h e a r l i e r i n t h i s 

e s s a y . , 

I t i s w e l l to add, a l s o , t h a t a l t h o u g h L o u i s Johnson has 

l e f t the c o u n s e l s o f the p r e s e n t A d m i n i s t r a t i o n , t h i s p o i n t o f 

v i e w c o n c e r n i n g the r a i l r o a d i n d u s t r y and n a t i o n a l defense has 

changed but l i t t l e . S i n c e he nade the s i g n i f i c a n t remarks s e t 

f o r t h above c o n d i t i o n s abroad have become p r o g r e s s i v e l y worse. 

Our n a t i o n a l defense p r e p a r a t i o n s have t a k e n a v i o l e n t upv/ard 

swing, and we have become "an a r s e n a l f o r democracy." B u t the c^*-''<^ 

a c t i o n the Governiaent has t a k e n toward the r a i l r o a d s has been 

the p l a c i n g o f a r e p r e s e n t a t i v e o f the A s s o c i a t i o n of American 

R a i l r o a d s i n the O f f i c e o f P r o d u c t i o n Management. The unsvok-

en thought seems t o be t h a t the r a i l r o a d s as c u r r e n t l y c o n s t i t - • 
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u t e d a r e adequate!;/ p r e p a r e d t o meet any n a t i o n a l eraergenc;/ 

m e r e l y by co-ordina-cing t h e i r f u n c t i o n s w i t h the reraainder o f 

the program. • 

My o n l y p o i n t i n c o i i o l u s i o n i s a move t h a t we r e c o n s i d e r 

the v a r i o u s f a c t s and probleias I hame been a b l e t o d e a l w i t h 

v e r y b r i e f l j ' i n t h i s p aper, I would urge t h a t the American 

p u b l i c i n f o m i t s e l f more f u l l ; / c o n c e r n i n g t h e v a r i o u s phases 

o f the r a i l r o a d problem, I would urge the r a i l r o a d s t o e x ­

pand t h e i r e f f o r t s even more e l a b o r a t e l ; / to meet an i n q u i s i ­

t i v e p u b l i c h a l f - w a y w i t h a c c u r a t e f a c t s and f i g u r e s f a i r l y 

dravm and s e t f o r t h . R a i l r o a d s and p u b l i c a l i k e s hould be 

u n s p a r i n g i n t h e i r e f f o r t s t o c l e a r t h e log-jams and mibbish 

from the p h ; / s i c a l and f i n a n c i a l s t r u c t u r e s o f OUJ' r a i l r o a d 

s ystem. They should j o i n i n a r e s o l u t e e f f o r t t o \irge ixpon 

Congress and xiuon the I n t e r s t a t e Gommerce Gomnission remedies 

aimed a t r e s t o r i n g to the roads a j u s t p o r t i o n o f s o v e r e i g n t y , 

w h i l e a t the same tirae implementing c e r t a i n s p e c i f i c r e s t r a i n t s 

t h a t a r e o b v i o u s ! i n the p u b l i c i n t e r e s t , A few o f the gen­

e r a l p o s s i b i l i t i e s i n t h i s f i e l d have been d i s c u s s e d above. 

Above a l l e l s e the American p u b l i c should make a d e t e r ­

mined e f f o r t t o un d e r s t a n d the r a i l r o a d s . G r ant them an under­

s t a n d i n g and s;/mpathetic p u b l i c , f a i r and e q u i t a b l e l e ' m s l a t i o n 

d e a l i n g w i t h a l l forms o f t r a n s p o r t a t i o n a l i k e , and a decent 

chance t o s e c u r e c a n i t a l and develop a l o n g p r e s e n t l i n e s — 

g r a n t these t h i n g s , and the r a i l r o a d s w i l l r e t a i n and f o r t i f ; / 

t h e i r p l a c e i n our n a t i o n a l l i f e . A l l they a s k i s the chance 

t o prove t h e m s e l v e s , i n c o m n e t I t i o n , the v i t a l element i n our . 

n a t i o n a l economy t h a t t h e y r e a l l y a r e , : 
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