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THE RAILROADS OF THE UNITED STATES UNDER GOVERNWENT
OPERATION DURING THE WORLD WAR
Chapter I.

General Condition of the Raillroads Prior to the

Declaration of War by the United States, April 6, 1917.

In time of war as it is conductéd in modern times,
a nation ié completely dependent upon its transportation
system for the success of its aimy. During a time of war,
railroads have two functions to perform, first the
military or strategic function as had the railroads of
northern ahd eastern France and second, the economic
function of military operation as had the railroads of the
United States. The activities of the railroads of
northern and eastern France were concerned entirely with
the military operations of the country but the activities
of the railroads of this country were eoncefned with the
movement of troops and army supplie% and at the same time
with maintaining the ordinary commercial and industrial
life of the nation. 1.

The railroads of this country were not totally
wrprepared for such work as our entry into the war placed

upon them because‘the’probléms relative to that =ction by

1. Marshal Joffre, the French militzry leader during the
early years of the World War said, "The battle of the Marne
was won by the railways of France. This is a railway war."
Dixon and Parmalee--War Administration of the Railways

in the United States and Great Fritian.--p. iii.
AN .



our Government had been thought out beforehand by railroad
officials and the pféliminary steps toward coordinating
and upifying the opefations of the railreads had alfeady
been takén before the United States entered the war.
Former wars in which the United States had been a partici-
pant had shown the Weak links in oﬁr transportation sys-
tem; so officials knew what steps must be taken in oréer to
secure the results desired. _ ,

The first war in the United States in which rail-
roads were a significant factor, was the CiviIAWar. By
an Act of Congress on Jamuary 31, 1862, the President of
the United Stabes was authorized to take possession of
the raiiroads if the public safety required it. During
that war a total of 2105 miles, all of it being in the
states of Virginia, Missiésippi, and Yorth Carolina was
taken over by the Governmentt in order to restore connections
between the North and the South. This was a war measure
only and the lines were restored as soon as the exigency
was over, |

During the Spanish-American War, the operations of
the railroads were a valuable lesson as to the results of
decentralizatiqn of authority in transportation matters.
The railroads transported hearly one=half million men
without trouble but completely broke down when they
attempted to supply the camps with provisions. Congestion

was created in the movement of supplies. TFreight cars

were not labeled. No one knew what the cars contained or



where supplies were to be found. There was no compre=-
hensive plan or dentralization of authority. .

When trouble broke out on the Mexican border in 1915,
‘railroad officials remembered this former experience and
took steps to prevent its recurrence. In May 1914,
the War Department asked the American Railway Association
to locate an officer in Washington who could advise with
the Quartermaster Copps, which organization is responsible
for all army transpartation, and in October 1915, the
Quattermaster General asked that the American Railway
Association establish a commission on military transpor-
tation with which he could co-operate in the movement of
troops and supplies. This commission was composed of
four prominent railroad officials, Fairfax Harrisan,

R. H. Aishton, A, W. Thompson, and W. G. Besler.

When mobilization took place in June 1916, one
| rallroad official was stationed at the 6ffice of the
Quartermaster General, one at each War Department head-
quarters of which there are five, and one at each mobiliza-
tion camp. These officials were to assist and give in-
formation and advice concerrning the movement of troops
and Govefnment supplies. Inspectors were also appointed
for all unloading points to keep informed as to conditions
existing at these places. This action was taken in order
to avoid congestion. A committee was also appdinted to
handle the distribution of passenger equipment, and the

Pullman Company established an office in Washington to



‘direct the distribution of sleeping cars. Wovement in
‘all cases was conducted without delay or congestion.

The railroad history of the United Stétes may be
 divided into three periods, the formative period from
1826 until 1875, the competitive period from 1875 until
1906, and the regulative period from 1906 until the present
time or when the railroads were taken over and operated
by the Government.2. During the first period the build-

ing of railroads was encouraged in every way possible
both by the state and the Federal Governments. During the
- second period or the competitive period there was cut-
throat competition and rate wars between the different
railroads of the country and although the Interstate
Commerce Act was passed during this period, régulaxicn,
did not become very strict or effective until the third
period.' The Hepburn Act of 1906 inaugurated the third
perioé in the history of the railroads and regulation under
its and the Mananlkinstct which was passed’in_l910 has
been much more strict and effective than during either
of the other periods. The Hepburn Act was aimed at the
gbuses of secret rebates, the wholesale granting of passes,
the juggling of railroad finances, and the corrupt |
political practises of the railroads. It has succeeded
in abdlishing these and in doing so has rendered the

country a very great service but at the same time this

2. Dunn, Samuel O.-~Ten Years of Railroad Regulation,
Scribners, October 1916---p.-412,



regulation has had some bad effects upon the railroads.
However, in the final analysis, railroad officials are
responsible Bor the enactment of such strict regulation
because they would notcomply with more lemient laws.

The consolidation and combination of several lineé
into one system in attempts to eliminate competition,'
to maintain rate and other agreements, and to evade the
law, have caused the railroads a great deal of grief.
Such practices aroused suspicion in the minds of the people
and made them all the more eager in théir demands for
more strict railway regubation. The most of such consoli-
dations were formed between 1890 and 1966. Two 68 the
best examples that we have are the Northern Securities
Company and the Union Pacific-Southern Pacific Merger.

The Northern Securities Company was a holding com-
pany formed by the Great Norther n and the Northemn Pacific
Railroad Companies to hold the stock of these two systems
thus preventing other interests from securing control of
them. These two systems which jointly owned the Burling;
ton; wished to build up é great>transportation system
in the Northwest and wanted a permaneﬁt vasis upon which
to build; so the interests of the Northern Pacific and
the Creat Northern Railroad Cdmpanies were united.

The Union Pacific-Southern Pacific Merger which was
mapaged by Harriman who was also at the head of the
Union Pacific Railroad, is one of ﬁhe most remarkable

chapters in our industrial history. It was probably the
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largest both as concerns geographical extent and financial
maénitude of its kind in the world. The Union Pacific
purchased the Southern Pacific outright'and owned a
'majority of the stock in several small lines, and a
controlling interest in many of the larger systems of the
country. That company had a controlling interest in.a
continuous line of railroads from the Atlantic to the
Pacific. The guiding principle in the consolidation was
the creation of a monopoly in all transcontinental |
business, and the problem which Was to eliminate com-
petition, was being rapidly soleed when the Government
took a hand in the affair. The small holdings of other
companies enabled the Union Pacific to exercise a powerful
influence on the traffiic policy concerned.

The policy of,fegulation after 1906 was an outgrowth
of the previous period when conditions surrounding the
" rallroads were totally different from those existing then.
For a few years previous to 1906, the railroads made larage
earnings and great optimism prevdiled. DPolitical leaders,
eager for an issue, thought that the public should share
in these,earnihgs; S0 agitationlfor lower rates began.
Public opinion was thus turned agéinst the tailroads. A
state of mind, hostile to carriers, was ereated in
nearly every legistative body. Railroad officials are
partly responsible for the adverse public opinion because
of their refusal to recognize the fact that in their

operation, the public demands first consideration. If the



public which formerly considered the railroads as sources
of private profit only, and railroad officials had long
ago recognized the fact that the railroads are vested
‘with a public interest, many of the difficult problems
confronting the railroads to-day would have been solved.
The reason for such large earnings prior to 1906 was
because the railroads‘had been built and paid for ahead
of the traffic. By 1906 the traffic had caught up with
the mileage and has remmined so since that time. On
account of. increasing expenses and the increasing difficulty
in securing rate advances and neﬁ capital the railroads
were unable to undertake new construction and to add =s
much new equipﬁent as was needed, with the result that
by the autumn of 1915, they were unable to handle the
normalvincrease in tusiness. Ex-President Taft best
summarizes the reasons for the conditions of the railroads
- in the tollowing:

| "The railroads long ago abused theilr priviléges, granted
undue giscriminations, built up rate trusts, emncouraged
rebates,land sought to corruptly control legislatures and
politics;, ihe people deﬁanded reform. It came slowly
in interstate commerce regulation. The railroads flouted
the law until in 1910 the G@Vernmentbwas given by Congress
a supervision so drgstic that they could no longer defy
the people. Then the restfaining of them became too
severe, the rates they Were~permittéd to charge were too

low, the wages they had fo pay were incfeased by law and



by necessity, then other expenses grew enormously, their
incomes were cut or'wiped ouf,kand they were driven to the
wall. Yhen the war came on thej were not able to carry

'the load thrown upon them,‘largely because the law prevented
such cooperation as would egoﬁomize their energies, and
because the treatment by the Government had téken away

their credit to secure the capital to enlarge their

facilities."3.

INCREASED OPIXRATING EXPENSES

The adverse condition in whicﬁ the railroads found
themselves in the autumn of 1915 was due to the lack of
earnings. <he policyvof the cariiers had always been
to keep equipment and facilities well ahead of the growth
of traffic, meeting the costs from income and from the
sale of securities. <'here always was an ample margin of
safety for handling the-increasing'volﬁme of freight ana
-paséengers. Their ability to continue éuch a policy de-
pended on the amount of earnings which acted as a@ﬁaﬁis
for additional credit and as long as they were rece;vihg
sufficient earnings they emoounggd no difficulty in secur-
ing new cépital through the sale of securities. -

For a timé,vthe railroads'were able to absorb in-
creasing cdsts because of lower unit operating costs
which came about through the making of improvements and

enlapggements and the increased traffic, and while this

3. Taft, Wm.--lir, Wilson and the Campaimn--Yale Review--




condition existed, investors had confidence in the sé-
curities of the railroadé but a turning vnoint came about
1906. The gfadual rise in operating costs which had been
evident since about 1900 or shortly before, coupled With
the national and state policy of regulation which tended
to'decrease rates, soon reduced net earﬁings. At this
time there was a great deal of activity on the part of
state commfdsions and legislatures. Laws, reducing
reverues and increasing expenses, were enacted; taxes
increased; and labor organizations demanded higher wages.
The railroads tried to convice the Interstate Commerce
Commission that higher rates were needed but were un-
successful. The inevitable result which far sighted men
had predicted became evident. There was drastic re-
trenchmént and.curtailment of service, the only thing
possible for the railroads if they were to remain solvent,
As it was magy bf them,experienced a great deal of
difficulty to keep out ot the hands of the receiver,

~and not all of them did that because at thdis time about
one~sixth of the total railroad.mileage of the country
was 1n the hands of the receivers, or more thanvhad ever
been in the feceiver's hands at any one time previous.to

this. The point of traffic saturation had been reached. 4.

4. Cunningham, Wm. J.--The Railroad Under Goverrment
Operation--Quarterly Journal of Economics--February 1921
A "-p- 290.
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WAGES |
The wages were one of the largest items of operating
expenses. In 1916; wages were taking the greater part
.of gross revenue but in September of that year the
Adamson Eight-Hour Law which increased them still more,
was enacted. This law provided for a basic eight-hour
day with pay for overtime at the réte;of time and one=half
instead of a ten hour day with pay for overtime in pro-
portion to the total time put in as was the case under the
previous agreement. Lhis law increased the wage bill
directly $69000,000 and increased it yet~anotﬁer $50, 000, 000
that had to be paid for overtime,
The following table shows the effects of the Adamson
Law: 5.
1918 1917 1916
' Niles represented 250,478 252,029 250,233

Employees, number 1,897,741 1,780,235 1,703,577
- Employees, per 100

m. of line ' 757 ' 7086 68D
Hours worked(thousands )5, 559, 324 5,536,733 5,097, 538
Compensation ' $2,686,734 1,781,027 1,511,728
Per employee, per ym. % 1,416 1,001 877
Per hour (cents) ' - 48 32.5 28.2
Ratio to revenues (%) © 54,06 43,71 41.09

Costs of materials.

The next freatest increase invoperating expenses was
the cost of materials needed in the railroad business.
Increased cost of equipment: 6.

5. Thompson, 5. Rallway Statistics of the U.S.--1918=p. 65.
6. Increased Cost of Equbpment--Ry. Review--Dec. 9,1916-8.790
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1914 1916

Hikado engines $20, 300 $33,900
Mallet €&ngines 32,300 51,500
Steel 50 ton freight cars - 730 2,000
-Steel cabooses : 1,200 . 2 500
Copper 115@ per lb 28¢
Steel rails 26.80 per ton 28.00
Lumber 150% increase.
Increase of 1916 over 1915. 7.
kuel $ 100, 000, 000
Rails 30, 000, 000
Locomotives ' 72,000,000
Passenger cars 18, 000, 000
Freight cars ' -105, 000, 000
Taxes. :
Increase. 8. o
1912 , $ 120,091, 534
1913 ‘ 127,331,960
1914 140,531,575
1915 ' 139,298,167
1916 151,599, 841

Some figures regaording rates will be given at this
point in order to make a comparison between the trend of
expenses and reveme.

Rates. 9. (cents)

1913 729 per ton mile
1914 733

1915 32 " " "
1916 716 " " "

Rates were the highest in 1904 that they had been
since 1896. In 1896 they were .806¢Z per ton mile and in
1904 they were .78¢ per ton mile. Since 1904 they have

declined and 1n 1916 they were the lowest that they had
ever been.

These tables show just what the railroads were con-

fronted with in regard to operating expenses. In some

7. Increases of 1916 over 1915--Ry. Age. Apr. 6 1917. p. 728.
8. Report of Interstate Commerce Comm1851on--1917-—p 36.
9. Repart of Interstate CommerBe Commission--1917--p.36.
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' inétances the cost of equipment and materials had more
than doubled within two years, taxes were about twelve
million dollars greater in 1916 than in 1915, while in
41916 rates were the lowest that they had‘ever been.
Operating costs had been gradually increasing for about
fifteen years but after 1914 they took a sudden jump
upward and as the railroad Business is always‘conducted
on a very narrow margin, there should be but little or

no surprise then that With‘the above conditions to combat,
the railroads failed to perform their proper function

after 1915.

THE TRAFFIC INCREASE

The increase of traffic in the autumn of 1915 caused
a great deal of trouble. This was not an increase fol=-
lowing a period of expansion as was the case in 1907
but‘waé an increase following a period of depression.
If the increase had followed a period of expaﬁéion the
railroads could have handled it better because they
would have had more cars, and would have been prepared
better ih every way, but from 1913 unfil 1915 freight
traffic declined and there were many idle cars. Managers
tried to reduce operating expenses and at the same time
tried to convineerresgulating authorities that a rate
increase was necessary but they were unsuccessful in both.
The increase in traffic in 1915 was as unheralded and

unlooked for as it was unprecedented in amount. The
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increase brought a large increase in gross earnings but
at the same time expenses begén to rise rapidly so that it
was lmpossible for the railroads to maintain their net
return upon a satisfactory basis,

When the war broke out in Europe, those countries
ceased mamfacturing everything except war necessities
| and they could not fill their own demands far those
products; so they had to come to the United States for
their raw materials and a great amount of manufagtured
products. That caused many new mamfacturing establishe
ments to be built here. MNaterials for the construction of
these had to be transported. Then, after they were com-
pleted, raw material and coal had ﬁo be gotten to them.
to keep them in operation; and finally the finished
productsbhad to be transported to the seaports for ship=-
ment. In addition to this the railroads had to transport
foodstuffs for export and for the new war industries. |
There was a demand frmmnew traffic and from many different
sources of traffic. There was also an abnormal movement
in new and unaccustomed directions. These conditions
pléced much heavier burdens upon the railroads than

-they were prepared to bear.

CONFLICT OF STATE AND FEDERAL REGULATION.
Much state regulation of railroads conflicted with
and much was a duplication of federal regulation. This

caused a great waste to the railroads both in time and in
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money. FXach state desires to protect its own citizens
and industries in their competition with those of other
states; éo laws to that effect were placed upon statute
Eodks.v Much of this regulation inconveniences the rail-
roads. One state reqﬁires screens on the windows but
another state forbids them; one state orders cuspidors
in cars but an adjacent one forbids them. The states
have non-uniform headlight and safety appliance laws;
the Federal Government also has a safety appliance law.
Such legislation hampers the activities of the railfoads
and makes it impossible for them to give their best
service, and if also weakens the whole transportation
system. States seek for that which is best for their
citizens, not for that which is best for the nation.

But railroads go from one state to another, are operated
as a single unit, and not with state lines as division
points. State regulating bodies should recognize this

point.

OPPOSITION OF THE INTERSTATE COMMERCE COMMISSION TO
RATE INCREASES.
r The faiiroads tried many times in the period inter-
vening between 1966 and 1917 to secure rate increases
but their demands were generally refused, The Knterstate
Commerce Commission is composed of a body of intelligsnt

men but many of them went on the Commission with little

knowledge of railroading or else were prejudiced against
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‘the railroads. They have dealt only with the pathology

of railroad business., 1In dealiﬁg'with the tailroads,

they have acted as a sort of a detective agency and thus
have lost sight of the fact that they might do construc-
tive work for the railroads and at the same time protect
the public. It seems that some of the Commissioners

have let their enthusiasm for piotecting the public get
the better part of their good judgment and common sensé.
This éttitude on the part of some of the Commissioners is
another relic of the conditions existing prior to 1906.
The Commissioners have generally, as far as the'welfare

of the railroads was concerned, used a shortsighted
policy in déciding rate cases, giving but little thought
to the effect that their decisions might have on- the
railroads in the future. Of course there are magy
difficulties encountered in deciding a rate case. Wany
‘times it might seem to the avérage person that a rate
advance was entirely justifiable, when if he knew the

real conditions surrounding the case, he might change

his mind. In many cases a carrier is justified in asking
far increased rates, wut if they were granted great in-
justices woula bhe worked to-cettéin interests as for
ekample, coal and lumber operators who are working under

a contract for a period of time. Competition bepyween
different railreads, between localities, and between in-
dustries musﬁ also be considered. The Commission has held

to the theory that a city is entitled to natural advan-
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tages but not to undue preferénée by carriers. It will
not grant rates to:rallow one market of supply to compete
with another, and in deciding long and short haul cases
it claims that the interests of the producers and commun-
ities are involved as much as those of the carriers.

In deciding the Fifteen Percent Case in June 1917,
when the railways of the whole country asked for a fifteen
percent increase in rates because they claimed an
emergency which.required prompt remedial measures existed,
the advance was refused to all but. lines in Official
"Classification Territory, énd those lines secured only an
increase of about eleven cents a ton on bituminous coal,
coke, and iron ore between Chicago and FNew York, because
the Commission claimed that the figures preéented did notk
show a country wide emergency, and that these figures
also shoﬁed most lines to be in a presperous condition
and that action was not justified because of the needs
of a few weak lines when most lines were in good condition.
The Commission was also of the opinion that refusing to
grant nighei rates would not retard the prosecution of
the war and that granting them would not facilitate its
prosecution. |

' The Commission claims that "A reasonable rate is one
which will provide a return to the form of a constént profit."
10. This is a simple definittion but one #&ncounters many

difficulties in trying to determine just rates upon such a

10. Report of Interstate.Commerce Commisdion=--1908=--p, 83,
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basis. To determine a just rate one should know the size
of the investment account of a railroad and in the past
this has been a difficult factor to determine because
no uniform method of valuation has been worked out until
recently; so there was no reliable hasis upon which to
work when tyying to determine rates upon investment as a
basis., The Commission had to accept the accounts of
the railroads in such cases and these were not always
reliable or best suited to the purpose. This example
shows only one of the many difficulties with which the
Commission came face to faée in trying to reach a decision

as to what rate was a just one.

FINANCIATL, CONDITIONS
IMPAIRED CREDIT
The small earnings of the railroads had destroyed
thelr basiq for securing credit. The credit qf a raii-
road depends upon its earning power and that 'in turn
depends upon the rates which it is permitted to chérge.
In 1914 and 1915 the credit of the railroads reached its
_ margin. Durlng those years one-sixth of the total
mileage of the country was in the hands of receivers.
All railroads that were in the receiver's hands were not
there becadseuof conditions due primarily to insufificient
earnings. The credit of some of the lines, notably the
Wabash, had been used for expansion when it should have
been used in purchasing equiément. That line had

extensive rather than intensive development. Other systems,
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especially the Rock Island and the New Haven had been under
the control of unscrupulous and dishonest management
and would have been in the receiver's hands even with
higher rates. ’These'two.systems should have been well
raying ones had not their management wsed the properties
as the basis for such financial operations. This placed.
a heavy debt upon the stockholders fpom the effects of
which it will take many years to recover.

Everything done in the railroad business is a means
to secure revenue with which t& expand and if railways
| do not earn enough to do this they will have to bbrrow.

If a railroad borrows too much, its debt becomes out of
proportion to its stock and its credit will'decline.
That is whét happened to our railroads.

Before the war started the railroads could have
secured capital had they the credit, tut after the war
started they would have been unable to secure it unless
they had paid very high rates and this they were unable
to do. After the war started, we were making large
loans to the Allies, and this with the demand for capital
from the indust;ial'establishmenis,which were bidding high
for capital, took all of our surplus capital. Also at
this time two-thirds of our foreign held securities were
returned and $2,000, 000,000 of these were railroad
securities, |

In 1907 James J. Hill estimated that eight and one-

fourth billion dollars would be required in the next five.
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years to properly move the nations commerce, but.during
that period only about one-third bf that amount was
added. He also sald that an addition of about five percent
should be made annually to mileage but during that
same period only’one and one-eight percent was added

annually. 1ll.

METHODS OF FINANCE

During the period of insufficient earnings the
railroads had to use an increasing amount of bonds and
shert term notes with which to finance themaeives. Their
credit was so poor-that people would advance them credit 
onpy upon the best of sécurity. This method of financing
increased fixed charges and causedlarge expenditures
which should have gone for development purposes.

Capital for new construction:- 12. (thousands)

1914 1915 1916
Bonds ‘ $ 238,377 8 78,624 $ 57, 031
Stock 64,854 12,911 7,070
Total new money $ 303,231 § 91,231 $ 64,101
Percent of stock 21 14 11

The above table shows two conditions. The first is
that bonds are greatly in excess of stock, and the second
is that the amount of money being put into new constmuction

and betterments was rapidly emowing less each year. The

11, Hill, James J .--Rallroad Situation--Worlds Work, Oct.
l9l7--p. 593.

12. New Railway Capital--Railway Age--February 23, 1916--
r. 300.
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credit of most the lines was so poor that they experienced
increasing difficulty in their efforts to sell stock.
Investors wanted the best of security when they advanced

money to the carriers.

THE EQUIPWMENT SHORTAGE

In 1914 and 1915, the railroads did not have the
money nor the crédit with which to purchase equipment,
1915 being an especially bad year. In 1916, an especially
profitable year, they had money with which to buy equip-
ment but they could not secure it as fast as it was needed.
When the railroads were unable to buy equipmént, manu-
facturers reduced its production with the result that
when a heavy demand was placed upon them they were unable
to meet it. The same condition probably would have
existed not to such a great extent though, if\the railways
had been able to buy equipment in 1914 and 1915; Business
was slack during those years and many idle cars were
standing on the tracks deteriorating; so there is little
possibility that the nailroads would have bought extra
cars even had they foreseen the heavy future demand,
and have allowed them to stand idle on the tracks.’
Mamifacturers of equipment would hafe been in the same
~condition in‘either case;

In 1915, there was congestion in eastern terminals

and sporadic and local car shortages but the situation

did not becope serious. <This condition nearly always
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'éccurs in the fall and winter months when crops are being
moved, due to the fact that cars cannot be unloaded at
terminals. Again in the autumn of 1916, the situation
became worse than ever and rapialy grew worse until in
the winter and spring of 1917'we had the worst car shortage
in the history of the country.

There are many reasons for the congestion in eastern
terminals and the resulting car shortage in the west,
probably the most important one being the lack of shipping
space for export traffic. Ocean travel at this particuiar
time was very uncertain because of the effectivenmess of
German submarine warfare. When there was no ship awailting
exports all that could be done was to leave the goods
in the car or unload them upon the ground. While the
latter practice waé employed to some extent, the former
was employed most because prices were so high that owners
of the products could afford to pay demurrage charges.

Another very important reason also was the shortage
of motive power and the use of antiquated machinery in
shéps, which caused a loss in the time of making repairs.
¥rank McManamy said, "Ten million dollars spent on shop
machinery and equlpment before the war started would
have made the Government control unnecessary."18.
fﬂe réilroads were at this time especially short on
switching and short haul power.

A third reason for the congestion was bad traffic

Trules. Cars were used as store houses; there was no

Sovp—

3. Shop and Engine House Equipment and Facilities, ==
Railway Age, January 3, 1920--p. 405




priority in shipment; movement was slow,.for fourrto eight
days being the average from points in Iowa to Chicago,

and there were deiays in switching topoints of unloading
and through terminals.' The reconsignment of cars by
shippers was also responsible for much trouble. There
was also a lack of rules for the interchange of cars.
Western lineé lost all their cars to their eastern con-
nections. On October 9, 1916, other lines owed the Upion
Pacific a balance of 24% of its equipment. 14.

A fourth reason was the attempt of shippers to sell
all of their products at ence. Prices were good and people
were anxious to get the goods off of their hands as
quickly as possible, consequently in most cases they
were shipped far in advance of the time when they would
be needed. In 1914, the wheat crop was also a heavy one
and the farmers tried to move it all at once because of
the high quality and the high price of the grain. There
was a lack of elevator capacity, so cars were used for
that purpose.

Other reasons were the lack of terminal facilities,
the lack of 1abor) many of the laborers having gone into
the war industries wher e wages were higher, bad weather
which delayed the movement of trains, and the use of
coastwise and inland waterway ships for ocean trans-

portation, thus placing the work formerly done by them

14, Interstate Commerce Commission Inspectors Investigate
Car Shortage in Nebraska, Railway Age, Oct.27, 1916--P. 743.
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upon thevrailroads.

In summarizing this section, it can be said that the
bad traffic situation was an emergency growing out of the
war. The unseen and unequaf}ed demand for facilities to
move the traffic. placed a turden upon the railroads
which they could not carry. Attempts were made b& the
railroads in the form of increased demurrage rates and
embargoes to remedy the sitgation and while these aided
a great deal yeb the situation gradually grew worse
and worse until in February 1917 a collapse of the

whole transportation was evident.
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Chapter II.

Operations of the Railroads from the Entry of the United

States intc the World War, April 6, 1917:until the Assump=-

tion of the Railroad Control and Operation by the Govern-

ment, December 28, 1017.

~After the United States dedlared war on Cermany, it be-
came a matter of prime importance that the operations of ﬁhe
railr cads should be unified more than had ever been the case
previously, because a heavier burden than ever would now be
thrown upon them. Ipn addition to the work that théy had
been doing they would now be required to transport materials
for the construction of army camps, ships and aeroplanes, to
transport soldiers to those camps and to ports of embarkation,
ahd to transport foodsfuffs and eduipment to the camps and fo
the seaports for shipment across the ocean ﬁo the soldiers who
Would be sent abroad. This was an immense task to give them
considering the condition of their traffic affairs at the time
and considering the bad winter through which they had just gone.
Our entry into the war came at a very inopportume time for the
railroads because their tfaffic was almost completgly disorgan-
ized. Operating under difficulties as they were, the fact was
obvious that they would have to exert themselves to the limit if
the railroads were to perform their function in the manher that
was to be expected of them. The railroad execcutives recog-
rized the seriousness of the situation and acted quickly

in an effortto meet the emergency.
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In the Army Appropriation Acti of August 29, 1916,
was a‘provision for the establishment of a Council of
National Defense, designed to be a body of peace time
effort "for the coordination of industries and resources
for the national security and welfare"l before war should
come upon the land. The framers of this provision
framed it to meet the Mexican trouble, there being no.
thought in their minds at the time that we would enter
the World War. This Council was composed of six Cabinet
officers and an Advisory Committee of seven members whov
were persons with a knowledge of some special indﬁstry.
The members of this Committee were to perform duties
assigned by the Committee in general., The first duty
aséigned to the Committee was the location of railroads
with reference to the froﬁtier of the United States so
as to render quick transportation of troops and supplies
to points of defense; their coordination for military,
industrial, and commerciél'purposes in the location of
extensions and branch lines; and the utilization of
Watefways. The President of the United States appointed
Daniel Willard, President of the Baltimore and Ohio Rail=-
road Company as the person on the Committee to have charge
of transportation problems,

When war was declared on April 6, 1917, the Council

of National Defense called upon the railroad officials

1. Dixon & Parmalee--War Administration of the Railways
in the United States and Creat Britian--p. 17.
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to so organize their business &s to lead to the greatest
expedition in the moving of freight. A meeting of
railroad officials was called immediately and on April 11,
seven hundred railroad executives met in Wakhkington,

D. C.‘to decide what wasfto‘ﬁe done. At this meeting
the Railroads' War Board, consisting of five members,
was formed under a resolution.signed'by the chief execu-
tive of practically evéry rallroad in the country. The
members of this Board were: 2.

Fairfax Harrison, Chairman-President of the Southern Railroad.

Samuel Rea-=wmecccommecancacn President of the Pennsylwvania
Railroad,
Howard Flliotm=ecrecucccana Chairman of the Committee of In-

tercorporate Relations of
the ' New ¢ Haven.

J. Kruttschnitte=cecrcawaw- ~Chairman of the Board of Directors
of the Southern Pacific.
Hale Holdenewmmacummcavoac. President of the Chicago, Bur-

lington, & Quincy Railroad.

Daniel Willard of the Advisory Committee of the
Council of National Defense and E, E. Clark of the Inter-
state Commerce Commission were members ex-officio.

The activities of the Railroad War Board was coor-
dinated with those of the Council of National Defense
and those of the Interstate Commerce Commission by a
member of each of these being a member ex-officio of the
Rallroad War Board. These two ex-officio members par-
ticipated in the deliberations of the Railroaés’ War |

Board and in the shaping of its policies. ZThepe was

2. Dixon & Parmalec--War AdmiBistration of Hailways in
The United States and Great Britian--p. 21.
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also cooperation between the Railroads' War Board and
the army and navy, and the Food and Fuel Administrations,
and points of contact were established with nearly all |
other govermmental agencies. 3. |

The executives who inaugureted the Railroad's Waxr
Board pledged themsel¥ves to operate their systems in a
continental system during the war "merging during such
period all the merely individual and competitive ac=-
tivities in the effort to produce a maximum of national
transportation efficiency".4. Although this, the patriotic
motigwe was the main reason for the efforts put forth by
the executives, it was not the only one. Another object
expressed by more than one railroad executive, to be
attained was that they "Proposed to demonstrate to the

country that a co-operative organization of private rail-
Way corporations could so successfully meet the situation

‘that Covéfnment interference with operation would be
unnecessary". 5. The officials of the railroads recog-

nized the fact that they were on frial and that failure
on their part méant Government operation of the railroads,
and that should suchiopetrafion become a necessity, a
change to pee-war status might not be likely nor possible.
The operations of the railroads were‘to be directed
by the Executive Committe of the Railroads' War Board
acting throucgh reéinnal commit tees who in turn acted

through the chief executive of each individual railroad.

3. Cunningham, W. J.--The Railroads under Government Oper-
ation, Quarterly Jr. of Economics--Feb. 1921--p. 295.
4. Dixon, F. H.--The Operations of the Railways during the
War, Journal of Political Economy--Aug. 1919--p. 577.
5. Dixon, F. H.--The Operation of the Railways during the
Wary Journal of Political Economy--Aug. 1919--p. 578.



28

The chairman of the regional committees thgether with
the Executive of the Railroads! War Board and the members
ex~-officio made up the complete board. These regional
éo&mittees exercised control in territories corresponding
thlthe.five army departments, namely the Northeastern,
the Fastern, the Southeastern, the Central, and the Western.

The Railroads' War Board did not have &uthority to
compel the tailroads to comply with its orders. The extent
of its powers was to give suggestions and make rules
which would aid the railroads. It derived none of its
powers from the Gover rment. It was formed by the raiiroad
officials themselves and exercised powers which were |
enfrusted to it by them. Althoush the Board could not
compel the railroads to comply with its orders, yet the
rallroads did this in most cases tecause they recognized
the flifficulties with which they were confronted. The
work of this Board was to so coordinaie and unify the
operations of the railroads of the country that they
could meet the‘fequirements for the movement of troops and
Government material and at the same time maintain the
ardinary commerqial life of the nation. The whole problem
was to secure better operating efficiency.

At the same meeting when the Railroadd! War Board
was formed, the Special Committe of the Council of
National Defense was enlarged to thirty three members
and divided into six departments to correspond to the

six War Departments, and seven subcommittees under the
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supervision of the Railroads!' War Board and reporting to
it, were formed. The pame of these different~éommitteés
shows in a general way the work for which they were res-
ponsible. These Committees werei‘s. |

Committee on Car Service.

Committee on Military Transportation and Accountlng;
Committee on Military Equipment and Standards.
Committee on Materials and Supplies.

Commititee on Military Passenger Tariffs.

Committee on Military Freight Tariffs.

Committee on Express Transportation.

i

METHODS USED IN SECURING OPERATING EFFICIENCY

As has teen said, the whole problem confronting the
railroads was to secure operating efficiéncy and the methods
which were employed in endeavoring to secure that will now
be described. 7.

1. The pooling of €oal shipments.

All Coal that was destined for Lake Erie ports was
pooled in shipment regardless of ownership. This
saved 14 days for each coal car. Allllake ore
shipments were pooled on the return trip. These
two movements saved 5200 cars during the season of
navigation.

Bituminous coal to tidewater ports was also pooled.
This plan reduced the grades of coal from 1156 to 41.
There was mo longer the holding of coal until a cargo
of a certain grade was accurulated. This plan saved
133,000 cars. There was an kncrease of 28.9% ih

the number of cars moved from May until September

as compared with the same period for 1916.

2. Embargoes.

Embargoestwere-used when congestion threatened,
when shippers ordered more cars than they could load,

€. Dixon & Parmalee-~War Administration of tue Raliways in
the United States and Great Britian--p. 21.
7. Dixon & Parmalee--War Administration of the Railways in
the United States and Great Britian--p. 25.
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or when consignees ordered shipments without -
contracting in advance for vessel space.

3. Momr intense car loading.

Here was the center of the drive for operating effici-
ency. Ordering in full carloads and co-operation
among buyers by clubbing together in buying for a
single destination was encouraged. Shipments for a
single destination were doncentrated. W"hole train-
loads of flour and of corn and oats were shipped from
Hinneapolis, Minnesota to New England. Double and
triple minimum loads were put in cars.

Increase in loading Units. 8.

Cotton from 50 to 75 bales.
Sugar " 24000 lbs. to 60000 1lbs.
Potatoes " 125 bbls., to 200 bblse.
Cement " 70000 1lbs. to 77000 1lbs.
Flour , " 46000 1lbs. to 6260 lbs.
Coal an increase of 111%.

4, Committees on car service.

The Committee on Car Service stationed subcommittees
throughout the country to anticipate trouble and to
localize complaints. Weekly reports on the grain
situation including the amount in elevators and the
amount shipped were made. The car inspection ser-
vice reduced the number of cars required in face of
an abnormal export of 76,000,000 bushels of grain
from May until July.

5. The pooling of freisht cars.

Freight cars were pooled and used where they were
needed worst. Committees were appointed with full
power to draft locomotives and cars from western
and southern Rdads to be used on eastern lines,

6. The elimination of unnecessary passenger service.

Special and excursion trains were reduced in number

as were luxury cars and luxurious bills of fare.

The number of trains on branch lines was reduced;
through passenger service was consolidated, some trains
being eliminated; no double header passenger trains
were run if it were possible to get along without

8. Dixon & Parmalee--War Administration of the Railways in
the United States and Great Britian--p. 34.
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them; mixed thdin service was substituted; and
through trains were required to do local service.
these regulations conserved fuel, man, and motive
power for more sssentlal service.

This reduction in passenger service was mainly east
of Chicago. There was too much competition between
trans-continental lines for much reduction of
service there.

7. Other methods.

Other methods employed were the pooling of terminal

facilities, the keeping of a careful watch over

cars needing repairs, the speeding up of movement

all along the line, and requiring that interline

shipments should be accompanied by the revenue way-

bill in order to avoid delay at interchange points
and at destination by being required to wait until
the way-bill came.through the mails.

Congress was not content to leave the railroads en=-
tirely to themselves in making regulations and rules
Yecause of the seriousness of the situation. Accordingly,
‘upon the recommendation of the Interstate Commerce Com-
mission, the Esch Car Service Act was passed on May 29.
By this Act, every carrier was required to establish,
ocbserve, mand ebkforce just and reasonable regulations and
practices with respect ctocar service.

A second Act of Congress'was the Priority Act of
August 10, 1917, This Act authorized the President to
direct that carriers both rail and wéter, should give
preference to such traffic as was in his judgment essential
to the national defense. R. S. Lovett, Chairman of the
Executive Committe of the Union Pacific Railroad Company,

was appointed Priority Director. Two orders were given

under the provisions of this Act before the Gover nment
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assumed control of the railroads. <The first one, given
on August 20, was to avert a threatened coal famine in
the Northwest. Under the order, railfoads were to give
preference to coal for Lake Erie ports because an ine
sufficient amount was going there to supply communities
served by those ports during the winter. The second order
was in regard to the use of open top cars. By,it, shippers
were forbidden to use such cars qu purpose other than
- the shipment of coal, Government shipments, and other
essential products. Some shippers had veen using thé
cars for shipping non essential products as was the
case in Ohio where 6000 cars were bheing used weekly in

hauling road building material,

THE SUCCESS OF THE RAILROADS' WAR.BOARD;

The operation of the railroads under the Railroads!
War Board was not an unqualified success nor was it a
complete failure. During the year congestion was reduced
while the amount of trafficc was steadily increasing. On
May 1, the country experienced the greatest car shortage
it had ever known but by June 1 it had been reduced 30%.
The campaign for the heavier loading of cars caused‘an
increase af8.‘9% over 1916. 9. £5,000,000,000 more ton
miles of freight were handled during the first six months
than during the same period in 1916. In nime months

this Board succeeded in moving 18% more coal and 14% more

9. American Railway Efficiency During the War--Railway
Age’ Jan' 4' 1918--p¢ 180
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of all freight than was moved in 1916. 1In addition the
extra freight they also moved 2,000,0Q0 soldiers and their
equipment, and moved 34,000 carloads of freight to can-
tonments, which cantonments required a tohal of 2500
cars daily in provisioning‘the soldiers and laborers
within them. | |

The success attained by the Railroads! War Board is
shown by the following table:=~ 10.

FREIGHT OPERATIOXNS.
Seven Months ending October 31. (Roads with annual
operating mevenues above $1, 000, 000)

Item | Per cent of Increase of
1917 over 19186,

Freight train miles
Freicht locomotive pgiles
Freight car miles
Loaded
Empty
Total
Revenue ton miles 1
Non-revenue ton miles 4 1
Total revenue and non-revenue ton miles 1

3 s & & 9
THGO; [LIRAVIE O O, NDow POV Y O 00>

oMW b

Average no. of freight locomotives in service
Average number bfi shop or awaiting shop da
Per cent in shop or awalting shop d

* o

Average number of freight cars in service
Average number in shop or awaiting shop - d
Per cent in shop or awaibing shop d

Tons per train
Tons per car
Tons per loaded car

Average miles per locomotive per day

Average miles per car per day

Average miles operated, single track
(d - Decrease)

COMm WO-TF VO ©O®H

This table reveals a striking picture of operating

10. Dixon & Parmalee--War Administiration of ihe Railwaws
in the United States and Great Britian--p. 37.
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efficiency. It will be noticed that the incfease of
equipment was very small; so results were accomplished with
the exisfing equipment. ZIfficiency wés secured, first by
the heavier loading of cars, and secondly in the greater
mileage made by cars. Equipment held for repairs de-
creased. <Yhis fact may be due to one of two causes or
to both. Repalrs were made more quickly or else equipment
was not sent to the shops but was kept in operation as
long as it could be uséd. Greater speed was attained by
the locomotives while at the same time they were hauling
heavier loads. In 1917, they pulled a twelfth more in
each train and covered more miles per day than in 1916.

However in November 1917, railroad officials s@w that
they were facing defeat unless more traffic could be moved.
The operating effieiency was increasing over that of 1916
but the rate of increase was declining while the amount
of traffic to be moved was growing larger. The Railroads!
War Board did everything possible to avert disaster, but
conditions steadily grew worse. Freight congeétion was.
increasing rapidly on.the lines serving ports on the-
Atlantic seaboardr There are four impmrtant reasons for
this congestion as seen by Mr. Cunningham of Harvard Uni-
versity. 11.

The first of these is the inadequacy of facilities

to handle the inoeeased amount of traffic. The principal

11, Cunningham, Wm, J .--The Railroads Under Government
Operation, Quarterly Journal of Economics, Feb., 1921--p. 297,
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difficulties were in the terminals at Pittsburg, Balti-
more, Philadelphia, aﬁd New‘York. Ihe greater share of
the war traffic of t@e remainder of theccountry had to
go through these terminals and the railroads had to supply
raw materials and take finished products from the man-
ufacturing plants which were concentrated in the states
near to those points. The shortage of terminal facilities
in this region delayed the unloading and movement of cars.r

A second cause was the failure to regulate the flow
of export traffic., IExport freight was accepted without
regard to the available ship capacity. Some of the Allied
orders were under contracts that provided for the pay-
ment of a large percentage of the invoice as soon as the
materials were loaded on the cars. This was true empecially
of the contracts with Russia and when that country troke
down, large amounts of materials were left on cars at
both Atlantic and Pacific seaports. The profits to the
manufacturers on these contracts were large and the traffic
departments of the railroads were anxious to secure the
incfeased tonnage so there was every inducement to:load
the materials as early as possible. The trouble started
at the eastern seaports and grédually-backed up to inter-
mediate yerds, then to the producing centers east of Bitts-
burg, and finally to Chicago and Mississippi river points,
A c@r‘shortage in the west was the result of this eastern
congestion.

A third cause wds the lack of an effective agency
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for determining the degree of priority for products and
for coordinating the demands'for Gover nment shipments; which
shipments had, under the Interstate Cbmmerce Act, priority
over all others in time of war. Hach Government Depart-
ment wanted priority for its freight and as this class
of freight made up a large amount of the shipments of
eastern lines, great demoralization of traffic resulted.

A fourth cause of the congestion was the fadilure of
the part of the railroads to curb competitive influences.
This was EKE only natural though because therrailroads
had been brought up under the policy of competition and
there was difficulty in departing from such a policy
expecially in so short a time.

When conditions became so bad there was much agitation
for a different method for‘operating the railroads. Many
plans were advanced some favoring one kind of operation
and some another but all were of two general types, that
the Government should either zssume control of the rail-
roads during the war, or else existing laws should be so
modified as to permit the railroads under the exisfiing
method of operation, to meet the need. ZTarly in December
a special report of the Interstate Commerce Commission was
published and this document hdd more influence than
anything else Bn influencing the plan of operation adopted.
In this report, the.Commission gave the fundamental causes
for the failure of the railroads to meet the transportation

needs of the country and the plan which it believed should
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be adopted. The opinion of some of the Commissioners
will be given below.

Mr. Hall was of the opinion that the policy of
govermmental regulation was largely responsible for
the failure of the railroads under the management of the
owners. He said that the competitive prirciple had been
fostered and guarded, this causing the railrcads to -
selze and retain every point of vantage for thédr parti-
cilar roads. Poolings, mergers, rebates, and the con-
solidation into large systems grew out of rate wars which

the Commissioh tried to prevent. Regulative acts were
framed in time of peace and were for peace conditions.
Those acts looked toward the protection of the nation
and its commerce in time of war, After the United States
entered the war, it became cleai that unification in
operation was indispensible to the fullest utilization
of the railreads. 12.

"The Interstate Commerce Act was not enacted to meet
such a situation., Carriers have the right to demand just
and reasonable rates to yield,; a fair return after ofher
expenses are met. The rdilways must not be permitted
to become less efficient at such a time.  Increased
rates cannot bring capital in sufficient amounts." 13.

"The carriers khould be‘permittéd to upnify in a
lawful manner. Anti-truet laws should be suspended during
the war with the exception of the section on anti-pooling
and one with respect to consolicdhtion or mergers of

parallel and competing lines as applies to rail and
"water carriers". l4.

12. Hall, H. C.~-~Report of Interstate Com. Com.--1918-p. 5.
13. Hall, H, C.--Report of *nterstate Com. Com.--1918-p. 6.
14, Hall, H. @.--Report of Enterstate Com. Com.--1918-p. 7.



38
Commissioner McChord believed‘that voluntary co-

operation could rot be efféﬁtive. Voluntary committees
could not accomplish what the situation demanded:.because
the element of self-interest, the traffic influence, .
was a persistent factor in postponing and resisting
measures that seek to disregard individual rights in the
efforts to secure transportation results as a‘wh61e.
Individual and competiﬁive activities have their‘effect
in spite of voluntary agreements. There also runs in the
actiwvities of.COmmittees an inclinatién to do whatever
is needed to pievent governuent authority from acting.

"We need the strong arm of governmental authority.
We must have action that is strong and wvigorous."1l5.

' As to the position of the railroads during the period
of voluntary co-operation, Mr., Sakolski says,

"In nine months before the @overmment took over the
railways, they floundered in a sea of irresponsible cen-
tralized direction while under private and responsible
financial management. The companies surrendered their
individual initiative and independence without any
adequate relief to assure their financial or corporate -
integrity. Under this system, the operating difficulties
multiplied so that govermment operation was both a mil-
itary and financial necessity. There can be but little
doubt but that the owners and managers benefitted through
govermment operation." 16.

The immediaté cause of the breakdown was the héavy
increése in'traffic'coupled with a too generous use of the
preferance tag and the had weather. War findustries were
épeeded up, some being placed upon a 24 hour basis. This
created an abnormal demand for facilities to transport
" fuel and finished proﬁucts. The use of the preference
15. IecChord, C. C.-Report of Interstate Com. Com.~-1918-p.7.

16. Sakolski, Awm M.-Present Situation-Com. & Fin. Chronicle,
March 20, 1930--p. 12. -
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tag in Government shppménts deﬁeéted its own purpose.
There should have been some central authority to deéermine
the degreé of priority of shipments but nore was provided.
The entire winter of 1917-1918 was the most severe one
known and the railroads suffered much on account of this.
Besides the delay occasioned by bad weather, marine
terminals were blocked with ice and there was almost no
co-operation at all between mail and water trarsportation.

The railroads, during the period of voluntary co-oper-
ation, succeeded in speeding up their machinery and moved
more traffic than had ever been moved before in the same
length of time, but they came to a place where, under
exisling conditions and laws, they could go no farther
unless some of the restrictions upon them were removed.

I£ would, in the estimation of the Interstaté Commerce
Commission, have taken longer to modify the existing laws
in regard to railway operations, than for making plans for
Government operation of the lines; so the Government,

on December 28, 1917, assumed operation of the railroads
of the nation.

In assuming control.ﬁf the réilroads, President Wilson,
sald of the Railroads' War Board,

"The group of railway executives who #ere charged with
the task of actual coordination and general direction,
performed their difficult duties with patriotic zeal and
marked ability, as was to have been expected and dig,I
believe, everything that it was possible for them to do
under the circumstances. If I have taken the task out
of their hands, it has not been because 6H dereliction

or failure on their part, but only because there were some
things the Government can< do and private managemént
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cannot do." 17.

Thus the period of vblunhéry co-operation on the part
of the railroad officials themselves, during which there
were many radical changes from former railroad policies,
ends and the railroads enter into a new period far different
to any that they had ever experienced before. The Pres- |
ident's Proclamation of December 26, 1917, in which he
stéted the policy to be followed in regard to the rail-
roads for at least during the duration of the war, re-
moved all uncertainties concerning the railroad pdlicy.
Railroad officials were relieved of much anxi ety when
the President assumed control of the railroads and every
interest im-the country was glad that he took the action
that he did. There was not a dissenting voice when the

railroads passed under Covernment contrel and operation,

17. Dunn, Samuiel 0.--Regulation of Railways--p. 12.
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Chapter III.

The Actial Period of Government Operation:-(December

28, 1917 to March 1, 1920.)

On December 26, 1917, President Wilson utiliz8d the
power given him in the Army Appropriation Act of August
29, 1916, and in a proclamation issued on the former date,'
shated that the raiiroads of the United States would
pass from private to Govermment operation at noon on
December 28, 1917, giving as his reason for the action
thet, |

"It had become unmistakably piain that only under
Government administration can the entire equipment of the
several systems of transportation bg fully and unreservedly
thrown into a common service without injurious discrim-
ination against particular properties. Onrly under
Government administration can an absolutely unrestricted
and unembarrased common use be made of 2all tracks, ter=-
minals, terminal facilities, and equipment of every kind.
Only under that authority can new terminals be constructed
and developed without regard to the requirements or limita-
tions of particular roads." 1.

The greater part of the President's proclamation will
be given here because it states in a clear manner the méhbhod
of operating the railroads, the administration and its
organization, and élso the méthods td be followed in
making contracts with the individual carriers. The sec=-
tions of the proclamation that refer specifically to

the raitroads read as follows:=-

1. Report of the Interstate Commérﬁe Commission=--1918--p,10.
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"Now therefore I, Woodrow Wilson, President of the
United States, under and by vittue of the power vested
in me by the foregoing resolutions and statute and by
virtue of all other powers there to me, enabling do
hereby, through Newton D. Baker, Secretary of War, take
possession and assume control at 12 o*clock noon on the
twenty-eight day of December 1917, of eachad every system
of transportation and the appurtenances thereof located
whodly or in part within the boundaries of the continental
United States, and consisting of railroads, and owned or
controlled systems of coastwise and inland transportation,
whether operated by steam or by electric power, including
also terminals, terminal companies and terminal associa=-
tions, sleeping and parlor cars, private cars and private
car lines, elevators, warehouses, telephone and telegraph
lines and all other equipment and appurtenances commonly
used upon or operated as a part of such rail or combined
rail and water systems of transportation to the end
that such systems of transportation be utilized for the
transfer and transportation of troops, war material and
equipment to the exclusion so far as may be necessary of
all other traffic thereon and that so far as such exclusive
use be not necessary or desirable, such systems of trans-
portation be operated and utilized in the performance of
such other services as the national interest may require
and of the usual and ordinary business and duties of
common carriers.

"It is hereby directed that the possession, control,
operation and utilization of such transportation systems
hereby by me undertaken shall be exercised by and through
Wm. G. HMcAdoo, who is hereby appointed and designated
Director General of Railroads. Such Director may perform
the duties imposed upon him, so long and to such extent
as he shall determine, through the boards of directors,
receivers, officers and employees of said systems of
transportation. Until and except so far as said Director v
shall from time to time by general or special orders other-
wise provide, the boards,of directors, receivers, officers,
and employees of the various transportation systems shall
continue the operation thereof in the usual and ordinary
course of the business of common carriers, in the names
of their respective companies.

"Until and except so far as said Director shall from
time to time otherwise by general or special orders
determine, such systems of transportation shall remain
subject to all existing statutes and erders of the Inter-
state Commerce Commission, and to all statutes and orders
of regulating commissions of the various states in which
sald systems or any part thereof may be situated. But
any orders, general or special, hereafter made by said
Directgr shall have paramount authority and be obeyed
as such.
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"The Director shall, as soon as may be after having
assumed such possession and control, enter upon negotiae
tions with the several companies looking to agreements for
just and reasonable compensation for the possession, use,
and control 6f their respective properties on the basis
of an anmual guaranteed compensation, above accruing
depreciation and the maintenamce of their propertiies,
equivalent, as nearly as may be, to the average of the
net operating income thereof for the three-year period
ending June 30, 1917, the results of such negotiations
to be reported to me for such action as may be appropriate
and lawful,

"But nothing herein contained, expressed or implied,
or hereafter done or suffered hereunder, shall be
deemed in any way to impair the rights of the stock-
holders, bondholders, creditors, and other persons having
interests in said systems of transportation or in the
profits thereof to receive just and. adequate compensation
for the use and control and operation of their property
hereby assumed.

1]

"Regular dividends hitherto declared, and maturing
interest upon bonds, debentures andoother obligations,
may be paid in due course; and such regubar dividends
and interest may dontinue to be paid until and uless the
said director shall, from time to time, otherwise by
general or special orders determine; and, subject bo
the approval of the director, the various carriers may
agree upon and arrange for the renewal and extension of
maturing obhligations.

Memmmaanan But for the purpose of accounting said
pessession and control shall date from twelve o'clock
midnight-on Deeember 31, 1917." 2.

Immediately upon his appelntment, Director General
McAdoo went to work to erganize his working staff, or
the Railroad Administration as the body was called.
He selected his aséistants from among'men,who were ex=-
perienced in the railroad field and most of the accom-
plishments of the Railroad Administration were due to the
whole-hearted and loyal efforts of these men. The

Director General had only one purpose in view, to operate

2. Dixon & Parmmlee--War Administration of the Railﬁays in
the United States and Great Britian--p. 198.
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Supplement No. 1 to the Railway Age of December 20, -

Suptplement No. 2 is a list of the officers
. .. - ot ‘the Railroads under Federal control

Exports Control Committee
605 Southern Ry, Didg.
GEORGE D, OGDEN, Chairman

Major-General G, W. Goethals
Rear-%dmiral C. J. P

. ‘W, Cooke o
R. L. McKellar, Secretary

[

y

1

- ol
b

l
- The- 'Orgain:LZatiOn_ of the United States Railroad Administration ‘

eoples
A. S, Franklin

Board of Wages
and Working Conditions
812 So. Ry Bldg.

G. H. SINES, Chairman
F. F. Gaines, Vice-Chairman

). g_‘; Dermody W. E. Morse
C. E. Lindsay A, O. Wharton - *

B Mo

Ty

DIRECTOR GENERAL OF RAILROADS

W. G. McADOO* -
'913'. C. C, Bldg., Washington

M. Brice Claggett, Private Secretary to Director General
OSCAR A. PRICE, Assistant to Director General
*Resignation effective Jan, 1 = -

s .
|

|
{ .

HENRY WLLTERS
Advisery
612 I.C. q Bidg,

THEODOKRE H. PRICE®, Actuary

10{0 I.C. C. HMg.
Ballard I'unn, Assistant Actuary

Burcau of Spggestions and Complaints -
“Th's_above and
T_'T. Maxe
. {F. Jarre
{-‘.E H. Lamb
Frank F. George

*Resignation e leclivc Jan,

1\

=8

Railway Age

Committee on

Health and Medical Relief
17th St. and Pa. Ave. .
DR. D. Z. DUNOTT, Chairman
Dr. G.-W. Cale, Jr,
Dr. Victor G, i
Dr. T. R. Crowder
Dr. H. M. Brackea

|

H. A.

WALKER D. HINES, Assistant Director General *?

‘909 1. C. C. Bldg.
Taylor and G. H. Parker, Assistants

[

Division of Law
621 1.C. C, Bidg.
JOHN BARTON PAYNE, General Counsel
Charles B, Eddy, Asst. Gen. Counsel
R. Walton Moore, Asst. Gen. Counsel
Nathan Matthews, Special Assistant
Frank W. Gwathmey, Asst, to Gen, Counsel
W. G. Wheeler, Special Assistant
. P, Humburg, Special Assistant
Frank C. Abbott, Asst, to Gen, Counsel
F. P. Smith, Asst. to' Gen. Counsel
Carl A. Mapes, Asst. to Gen. Counsel
ames W, Carmalt, Asst. to Gen. Counsel
aul Dulaney, Asst. to Gen., Counsel

Claims and Property
Protection Section
Southern Ry. Bldg.
[JOHN H, HOWARD, Manager,
° W. J. Flynn
Chief of Secret Service
Phillip J. Doherty, Counsel
Property Protection
Charles F, Patterson
Counsel for Claims

Forest Products Section
701 'So. Ry. Building
M. E. TOWNER, Manager

John Foley, Assoc. Mgr,
C. O. Deabler, Asst. Mgr,

I s

Division of
Finance and Purchases
619 1.C, C. Building
JOHN SKELTON WILLIAMS

Director ‘

D, C. Porteous, Assistant

Division of Capital Expenditures
603 1, C.C. DBidg.
ROBERT S, LOVETT*, Director
E. E. Adams, Engincering Asst,

F. W. Sercombe, Accounting Asst.
*Resignation effective Jan. 1,

L. Bevington

Division of Traffic
1023 I C. C. Bidg.
EDWARD CHAMBERS, Director
R. C. Wright, Freight
Gerrit Fort, Passenger
W. §. Basinger
ox

Central

[!

I |

Division of Operation
1028 1. C. C. Bldg.
CARL R. GRAY, Director
W, T. Tyler, Senior_Asst. Dir.
J. H. Keele, Asst. Dir,, Office
Frank McManam{. Assistant
Director, Mech. Dept,

F, C. Wright, Assistant Director
Marine Department
Charles A. Morse, Asst. Director
Eng. and Maint. Department

\

Division of Inland and

Coastwise Waterways
601 G St.
Q. A. TOMLINSON, Director .

H. S. Noble, Fedleral Manager
New York and New Jersey Canals

M. ). Sanders, Fe'deral Manager
Mississippi and Warrior Waterways

Division of
and A

CHARLES A.
George T. Atki

1114 L C. C. Duilding

C. B. Heinemann, Traffic Assistant

Division of Labor
606-607 I.C.C. Building
‘W, §. CARTER, Director
J. A. Franklin, Assistant
G. W, W, {danger, Assistant
Representatives
William  Blackman
i John A. Moffitt
Anthony M. Banks
H, H. Reed, Special Asst,

Public Service
ccounting

PROUTY, Director
ns, Traffic Assistant

ing and Mai

Department
629 So, Ry. Bldg.
In charge of

CHARLES A, MORSE, Assistant
Director, Div. of Operation

F. L. Stua
E, Tem,;

J. H. Lauderdale, Special
Representative, New Orleans, La.
. ood, Special
Seattle, Wash,

Repre;emative.

J." E. ‘Crawford

Maintenance Committee

rt W. R. Rodenbaugh -
ple J. C. Hough

H, R. Safford

E. A. Hadley

629 Sout

% B. Buxton C. A, Fi
P} P. Hastings J. D. Watson
@Gl _F. Randolph G. W, Kriedler
J4 B. Coffey B. 'G. Brown
Purchasing Section | Treasurer .
Advisory Committee Charles A, Lutz ,
704 Southern Ry, Bldg. 402 1.C.C Bldg B Express and Mail Section
HENRY B. SPENCER, Chairman — Committee on 718 18th St.
(s:aer:;xeel léor:!‘}erm o Finance Section OMaﬂ ’l;ll‘amp!:ﬂatf;;"g F.’s. HOLBROOK, Manager
William W Motris, - Secretar Advisory Committee €08 Southern Ry, BIJG
. orris, Secretary 614 L C. C. Building GUY ADAMS, Chairran
—— 7 FRANKLIN Q. BROWN, Chairman Rudslph Brauer Agricultural Comittee
Procu nt Secti l};“:i“si]k. VV\‘/“dSE @t . 1C "McCahan, Jr| North and West
rocureme ection ! rederic . Sco 1. T. Mason : . SEAGRAVES, Chai
}{'h C. gea;&ch James N, Wallace G. P. Comard L hionen airman
R ohn E, Mahaney .
—— District Managers " Secti F gvl.vavr:ls‘o‘:x g’ SLIVIIZCn ll!::‘
%G. Stuart, éhicagp, 1. | Marine Insurance Section . » J. Bricker Douglas White
. A, Hopkins, St. Louis, Mo, W. C. DELANOY, Manager Agricultural Secti
Oscar V. Daniels, Pittsburgh 615 1. C.C. Bldg. \ gricultural ion '
W. F. Jones, West Albany, N. Y, 718 18th St.
J. L. EDWARDS, Marjager ) Agricultural Committee -
Fire Loss and Southeast, Texas, Okl.a.
Stores Section Protection Section | ] w. w. CR?X):I:::?' Chairman
601 G St. 718 18th St. . .
E. J. ROTH, Manager CHARLES N, RAMBO, Manager Interregional Dining| %, '}‘ Pc'ﬁl‘vmm ?.' cI."vm?:::'
U. K. Hall, Assoc. Mgr, T Car Committee 1 J. C. Welty T. L. Peeler
e < J. R, SMART, Chairman’
visary Committee
Fuel Distributor The?dore H. Price*, Chairman Eastern Passenger Traffic
R. M, Bissell D, R. McLennan i
_— 601 G St. Charles E. Mather A M. Schoen ! : Committee
B, P. PHILLIPPE *Resignation_effective Jan, 1 Eastern Freight Trafic Corjimittee .C. M. BURT, Chairman
——— R. CAMPBELL, Chairgoan C. L. Hunter, Secretary
C. C. McCain, Secretary ' 143 Liberty St., New York City
143 Liberty Street, New York - Southern Passenger Traffic
Southern Freight Traffic Cofamittee Committee
Traffic Representatives in Government Departments C. McD. DAVIS, Chairi ran. . ‘W. J. CRAIG, Chairman
H. M. Adams, Manager Inland Traffic, War Dept. L. E. Chaloner, Secretaly W. H. Howard, Secretary
H. P. Anewalt, Manager Inland Traffic, Navy Dept. Walton Building, Atlanta,| Ga. 411 Rhodes Bldg., Atlanta, Ga.
ger Inland Traffic, Shipping Board . .
’('?i."g.‘esr e:sl.mMan:acrc Inxaxt'{)cfu’ﬁ-amz.“?'aod Administration Western Freight Trafic Copimittee Western Passenger Traffic
A hittaker, l%hnager Inland Traffic, Fuel Administration A. C. JOHNSON, Chaigman: " Committee
J. A. Middleton, Manager Inland Traffic, Petroleum E. B. Boyd, Secretary .
Section, Fuel Administration * Tran ton Bld Jago -* P. S. EUSTIS, Chairman
T. C. Powell, Manager Inland Traffic, War Industries Board ransportation Bldg., Chigag T. Thompson, Secyetary .
n T - Transportation Bldg.," Chicago

J.

' Fuel Conservation Section

hern Ry. Bldg., Washington

Union Electric Bldg., St. Louis
EUGENE McAULIFFE, Manager
Major E. C. Schmidt
Assistant to Manager
Robert Collett, Asst. Mgr.,

Eastern Region

H. C. Woodbridge, Supervisor

Allegheny Region

Harry Clewer, Supervisor

Pocahontas Region

Bernard J. Feeney, Supervisor

Southern Region

Frank P, Roesch, Supervisor
Northwestern Region

~ Leslie R.

Central Western Region

Pyle, Supervisor

W. Hardy, Supervisor
Southwestern Kegion

Eastern Region
A. H. SMITH, Regional Director *
Grand Central Terminal, New York
Martin J. Alger, Exec. Asst.
H, W, "Burnham, Exec. Ch, Clerk
A. T, Hardin, Asst. Reg. Dir, .
. H. L. Ingersoll, Mechanical Assistant
. G. Curran, Sp. Agt. Trans,
Francis La Bau, Trafic Assistant
G. H, Ingalls, Res. Traf. Asst., Chicago

E. C. Keenan, Gen. Supt., Telegraph and Telephone

Exemption and Deferred
Classification Bureau
17th St. and Penn. Ave.
GEORGE M. BUSBY, Manager

- Regional :

i

——
O
: } ‘ Board of Adjustment No, 1
L Iy s 733 So. Ry. Building
1 N ccounting Committee L, Chairman
i Car Service Section ) - CHARLES P. NEILL,
M;‘l}("“;“g g‘g;l'::’m 718 18th St A. H. PLANT, Chairman i L. E. Sheppard, Vice-Chairman
- chatee of W. C. KENDALL|, Manager’ —— & 5 Seger 4. D. McDonald F. A, Burgess
In charge of . R. A. White Frank Nay | —] William Ar Clark
‘ FRANK McMANAMY E. H. DeGroot, Jr. J. G. Drew L. Q. Scott W. N. Doak
Assittant Director AS g:g\e:m : W. E. Bailey : A Higgins
Division of Operation G. F. Richards Albert Phillips
F. P.'Plahler, Chief " " A. Somerv ohn G. Walber
Mechanical Engineer .} McGarry. E. T. Whiter
J. ). Tatum, General W. L. Barnes, [Chicago
Superviugr&!‘CanRepﬂln e i) Auditing  Sectlon
.. N. DeGuire, General
Supervisor; of E \enlxprnem. East ’. . 718 18th St Board of Adlunmesn_No. 2
_ssfer. General " istids Secti J. W. Roberts, Auditor 702 So. Ry. Building
Supesvisor of Equipment, West Operating 5““’“‘3,1“‘: on Fred Pettijohn, Chief Accountant . E. F. POTTER, Chaitman
603 Southern R)\' < George W. Pring, Vice-Chairman
1 || W, CUNNINGHAM, Manager | A C. Adams W. S. Murrian
. V. P, Turnburke, Atsiiitant Manager G. M. Burgniazet W, H. Penrith
. J. Ekin H. W. Mackenszie H. J. Carr E. A, Sweeley
. G, Drew W, C! Wishart . Otto. E. Hoard Robt. J. Turnbull
e ittee on Standard " R, Martin . } . Short Line Section F. H. Knight C. C. VanDotnes
FRANK McMANAMY, Chairman . l__ L C. C. Building
H";':"'CB'“’S“ é{ g !Pelrdey 3 EDWARD C, NILES, MN;nazer
s B. Carrol - S Fuller . R Rantoul, Asst. (N
. 'F. Gaines A, W. Gibbs Safety Section obert ul, Asst. Mg Board of Adjustment No. 3
H. L. Ingersoll . E. O'Brien 712 South Rly. Dldg. H. A. KENNEDY, Chairman
ohn Purcell . 'P. Plahler outhern Riy. . T, H. Gerrey, Vice-Chairman
: .+ W. Small ].'I "a‘n atum ] A Figeng‘iﬁ‘yl'l Asf,":gvi‘ﬁs:‘n“g“ 7| s. N. Harrison Geurxe E. Kipp
f1 1 3 .
oodw b Road! F. Hartenstien W. A, Titus
E. A. Woodworth, Secretary ﬁ.“ S, i‘nnéﬂ]r:. \%;3::::: Rz: d: E. A. Goul Richard P, Dee
T C. 17 nderson, Sofithern Roads
- Charles W. Gregg,| Washington
lecti ‘Women's Service Section
Inspection and Test Section Troop Movement § ection 17th St. and Pa. Ave.
610 Southern Ry. Bldg, - 429 Homer Buililing MISS PAULINE GOLDMARK, Manager
C.'B. YOUNG, Manager GEORGE HODGES,|Manager L " Field Agents
Chief Materials Inspector " . Miss Florence E. Clatk
Chief_ Comstruction Tnspect - : Miss Edith R Hal
1ef Construction Inspectors i 0S8
e C. T. Markel, Locom’oﬂvu Telegraph Setd“o'\ M::: R:::Y““
J. A. Rickabaugh, Cars et Sou. Ry. Bldg. 1
\ MARTIN H, CLAPP, Manager

Southwestern Region
B, I, BUSH, Regional Director
. Ry. Exchange Bldg., St. Louis, Mo.
W, Q. Vollmer, Assistant Regional Director
E. A, Hadley, Engineering Assistant
‘W. B. Biddle, Traffic Assistant
G. W, Briece, Supervisor of Transportation

Allegheny Region

Regional
Purchasing Committee
‘| S. B. WIGHT, Chairman

A W. Munster
W. G Phcl:s

G. C. WOODRUFF, Chairman
Sailing Day Plan
Committee

Broad Street Sta,, Philadelphia, Pa.
M. P. Blauvelt, Asst. Reg. Dir.
L. W. Baldwin, Operating Assistant
C. R, Capps, Traffic Assistant

Mechanical Assistant

C. H. MARKHAM, Regional Director

J. B. Fisher, Transportation Assistant

N. D. MAHER,

Pocahont

Roang|

G. W. Jett, Supe

l

as Region
Regional Director ,
ke, Va.

' T, S. Davant, Triffic Assistant
D. E. Spangler, ',

Crans, Asst,
visor Tel. & Tel,

. B.

A,

. W.
. N.

E. B. Temple, Engincering Assist t
L. D. Shearer, Supervisol‘g'l'd?s:!(s ‘;;'l:l.
. g .
Néw York City W. B. POLLOCK, Marine Ditector
. ) \ . hlindd ’ - J. R, KEARNEY, Chair
ASTI.;\AR}’!{', ;:'h-umnn e New Y:.rk !lart.zor North Atlantic Ports —— Sailing Da.v,Planl man -
ad 'Shan.dr in . Grand Cent, %erm., New York Freight Traffic Committee Committee NN ‘
H.'A, Lane 141 Droadway, New York [
ROBERT L. RUSSELL, Chairman F
R E. J. Henry, Supervisor f’\“cta'!‘;dlr;“lz‘lumm"mn Regional -
% Rail and Lake Traffic E;r:no‘r: D. lrlgchkiu L] Purchasing Committee !
Eastern and Allegheny Regions oseph R. Ruffin E, H. BANKARD, Chairman :
l Buffalo, N. Y. . A. Moore, Secretary J. D. Landis i
\ .
1
i

Regiaml
Purchasing

E. T. BURNET}"» Chairman:
B. T. m{'soﬂ

{
J. A. TALBOT.® Chairman
Plan

Sailing Da!
Commit

1
mmittee

'
tee

] 1

: New England Districe .
- H. HUSTIS, District Director
. South Station, loston, Mass. |

« R gioxdd. Assistant to District
- tctor, Bangor, Me,

A. T. HARDIN, District Director

Ohio-Indiana District
H. A, WORCESTER, District Director
721 Union Central Bldg., Cincinnati, O.
Hugh McVeagh, Executive Assistant

Central District

Grand Cent, Term., N, Y,

E. H.

G.
W. L.

J. A. Jones, Telegraph and Telephone

Southern Region )
L. WINCHELL, Regional Director
Healy Building, Atlanta; Ga.

J. T. King, Acting Operating Assistant

R, Smith, Traffic Assistant
Staff Officers

Small, Mechanical

. T. King, Transportation

Rodenbaugh, Engineering
Dulaney, Traffic
Lamb, Accounting .

Stanley, Claims End Claim Prevention

Regional

Purchasing Committee

F. H. FECHTIG,

W. L.

Chairman Com

Albert C. Mann

STANLEY, Chairman
Sailing Day Plan

mittee

Southern Export Committee
CHARLES T. AIREY, Chairman
Atlanta, Ga.

i

' Northwestern Region
R, H. AISHTON, Regional Director
226 West Jackson Blvd., Chicago
M.dl. Gorniley, Assistant Regional Director
J. G. Woodworth, Traffic Assistant
. L. Haugh, Engineering Assistant .
. D. Manager, Ore, Coal and
Grain Traffic, Duluth, Minn.

!

'

T. M. PROCTOR, Chairman
Shiling Day Plan
= Committee

Regional
Purchasing Committee
L. S, CARROLL, Chairman
F. A. Bushnell

Puget Sound District
L. C. GILMAN, District Director
209 O. W. Passenger Station, Seattle
W. C. Wilkes, Asst. to Dist. Dir,

Central Western Region

HALE HOLDIIN, Regional Director
547 Jackson ]Joulevard. Chicago

. Ay sistant Regional Director
18?.' g_ gf:::{y, %Prnnsporntio!\ Assistant
H. A. Scandrett, Traffic_Assistant
H. R. Safford, {Enzineeri_ng Assistant
T, E. Paradise] Mechanical Assistant
Richard B. Thor nton, Inspector, Tel & Tel.
B, J. Rowe, Sujservisor Coal Traffic, Chicago
H. K. Mack, Siipervisor Coal Traffic, Herrin, IIL
Geo, Williams, |Supervisor Coal Traffic, Denver
J. D. Kenwortl'y, Supervisor Coal Traffic

Salt Lake: City, Utah

[
GEORGE N{ORTON, Chairman
Sailijra Day Plan ) .
()i.omm'n.lu

Y Regional
Purchising Committee
L. N. HOPKINS, Chairman
M. J. Collins
E. A, Clifford, Assistant

ul

L j Regional

. H., Wood, Supervisor of Car Service
W. Rogers, Tel. and Tel. Eng.,
H. E. Mack, Gen. Supervisor Mail Traffic :
. H. A. Weaver, Supervisor C>=. Tvsffic, Kansas City
H. K. Mack, Supervisor Coa! Traffic, Hesrin, I,
B, L. Swearingen, Supervisor Oil Traffic, Kansas City
‘W. A. Hopkins, Supervisor of Stores

F. M, LUCORE, Chairman
Sailing Day Plan
Committee

Pufchasing Committee
C. A, HOW, Chairman

-

WILLIAM SPROULE, District Director

J. L. Cowan
Swithers Fwport Commitree
CHARLES T. ALREY, Chaltman
Atlanta, Ga.

J. 'W. Daley, Galveston

\ ‘W. M. Rhett, New Orleans

I

Texas‘bis!ﬁct . I
P G. PETTIBONE, District Director

M. K. & T. Ry. Ofice Bldg|
Dal_las‘, Tex.

H

i

x San Francisco, Cal.
B

|

|

|
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the railroads efficiently as an arm of the Government
in war, and he took no chances with political appointees.
The organization of the Railroad Administration was as
follows:~- 3. |

W. G. MCAdOOmm=mmmm=mu- Director General.

Henry Walters-ee--w-«--QOperating Advisor.

J. Skelton Williamg=---=Advisor on Financial Hatters.

Hale Holdene=w=wwwa-aa.Supervisor of Railroad War
Board Organization.

Edw. Chamberse-—wewacama Advisor on Traffic Watters,

W. D. Hinesemeencccan=-- Advisor on Legal Matters.

A. H. Snithe-ecececcce=--Assistant to Director General.
R. S. Lovettem=rmecucaa Priority Director.

W. S. Carteremmecacnau- Labor Advisor.

Other appointments were made btut these are sufficient
to show the general character of the organization and the
type of men chosen to fill the positions. The compleﬁe
organization'of'the Railroad Administration, both
natioﬁal and regional, is Bhown in the accompanying
chart.

For operating purposes the coumtry was divided into
~ first three and later into seven regional districts
with regional directors who were experienced railroad
men, in charge of each, assisted in some sasés by a
diptrict director. The Regional Directors had gemeral
supervision over the lines in their respective districts
and their duty was to see that the orders and regulations
of the Railroad Administration were complied with and

to keep that body informed as to conditions in their

3. Dixon & Parmalee--War Administration of the Railways
in the United States and fBreat Pritian--p. 131.
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‘distAricts. They were supreme in command in their res-
pecti’ve distr‘ict’s and wére. directly responsible to
the Director Gvene‘ral. Following are the diffei'ent

regions and their directors:- 4.

Bastern RegloNewmenccanmccaaaaaa ——————— A. H. Smith
Allegheny Region-=e=w- mememncanneem=n==C, H, Markham
Pocahontas RegloNe-—=-mmcccccccncaccana -, B. Maher
Southern Regionemueananea e B. L. Winchell
Northwestern Regloneee==a==- ememwwe====R, H., Aishton
Central Western Regione=w=ceasax wuew-~===Hgale Holden

Central Southwest Reglone-=-ww-vewuea.-B.F. Bush.

Wap showing the division of the country into districts. 5

W,q‘pﬂ
Mow+ NORT b \
A R Ana OAKOTA 7 i ¢
REG op - M 14 7 N o
04 1y o 5o &) wis. Do J 0N
wyo. DA 4 o0TA : v a4
.z
NE. NEEB, : PAGJS *
C; VT4 ColL L1 M/DOHZO A W,
- . MO X .
: KAw, o~ vA@
A,
nezz  |VEW Ta o JTEXL e
MEXIC0 ' N @ &
‘ 4 33 Yan.
T EXAS @ 3 <
LA

KEY 2\
|.EASTERN RE GION '
QALLEGHRENY REGIOK
IPOCA HONTAS RECION
4. SOVUTHERN REGION
5 NORTHWESTERN REGION
GCENTRAL WESTERN KEG[oN
ISOVT R WESTERN REQLION

The first ofder of the Director General directed that

all who were in 4he emplpy of‘v.,hhe railroads should con-

4. Thompson,S .-Railway Statistics of the U, S,-1918-p. 41.
5. Thompson,S.-Railway Statistics of the U. §.-1918-p. 41.
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tinue their duties in the same manner and report to the
same officers as before Government operation. Under
this order the president of a railroad company acted as

~the agent of the Director General and at the same time‘
continued as chief executive of the corporation, this form
of organizatioﬁ being used until after the passage of the
Federal Control Act on March 21, 1918. Aifer the passage
of this Act there was an attempt to draw a line between
the federal and the corporate activities of the railroads
but such an undertaking was not as successful as wished

fo

o

with the result that on May'21, a change was made in
the organization.

The Director General now ordered that there should
be a distinct cleavage between federal and corporate
activities. With this end in view he placed the individual
railroads in charge of federal and general managers,
the federai managers being in charge of the more importanﬂ
single lines of groups of less important'lines,,and
the general managers being in charge of smaller divisions.
The federal managers were required to sever all connections
with the respective companies and become the exclusive
agents of the_Governmenﬁ because the Director Géneral
felt that they could not co-qperate'with him to the best
advantage if they at the same time maihtained their
affiliations with the private companies and tecause he
thought that he did not recéive the amount bf support

which he thought necessary;;in a few cases., The
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federalymanagers were chosen from the staff of the road
of which they‘Wére to héve charge, in many cases the
president being chosen but in a gfeat many cases some
sﬁbordinate official being chosen because he was in
closer_touch.with operations., TFrom this time there were
two sets of officers for each road, the federal and the
corporate. The latter officeﬁs were left free to repre-
sent the corporation in its responsibility to the stock-
holders and the directors. Thevduty of the federal
manager was to make reports to the Regional Director
of his respective district and to avail himeelf to the
fullest extent of any advantage to be secured in the oper-
ation of his road or in the preservation of its identity.
The placing of competent railroad men in charge of all
the important positions created by the Railroad Adminis-
tration gave greater assurance in regard to the proper
functioning the railrocads. 6.

The palicy to be puseued by the Railr oad Administra-
tion is given -in the following and is known as Hr.

McAdoo's “Declaration of PolicJ" of June 17, 1918. 7.
(Things to ve accomplished in order of importance. )

1. "The winning of the war which includes the prompt
mmvement of men and the material that the Government
requires. To this everything else must be
subordinated.

6. Cuﬂningham Wm. J.-The Railroads Under GovE . Operation,
Quarterly Journal of Economics--Feb. 1921l--p. 302.

7. Dixon & Parmalee--War Administration of the Railways
in the United States and Great Britian--p. 137.
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2. "The service of the public which is the purpose
for which the railways were built and given the
privileges accorded them. This implies the main-
tenance and improvement of the railroad properties
so that adequate transportation facilities will
be provided at the lowest cost, the object of the
Government being to flurnish service tather than
to make money.

3. "The promotion of a spirit of sympathy and a better
understanding as between the administration of the
railways and their 2,000, 000 employees as well as
their 100,000,000 patrons, which latter class in-
cludes every individual in the nation, since trans-
portation has become a prime and universal necessity
of civilized existence.

4. "The application of sound economies including:
A.  The elimination of superflous expenditures.

b. The payment of a fair and living wage for
services rendered and a just and prompt compensation
for injuries received.

¢c. The purchase of material and equipment at the

lowest prices consistent with a reasonable but not

an excessive profit to the producers.

d. The adoption of standardized equipment and the

‘introduction of improved devices that will save

life and labor. ‘

e. The routing of freight and passenger traffic .

with due regard to the fact that a straight line is

the shortest distance between two points.

f. The intense émployment ef all equipment and a

careful record and a scientific study of the results

obtained with a view of determining the comparative
efficiency secured."

In the above statements, it can be seen that the
Railroad Administration assigned itself to an immense
task. <he fundamental principles of this policy are
unification, consolidation, and standardization. These
were the methods to be employed in bringing about é

realization of the goal set.
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The Contract Between the Bovernment and the Individua¥

Railroads.

In the President's Proclamation, the Director Yeneral
was authorized to enter into negotiations with the different
railways in odéer to determine a just and reasonable
compensation on the basis of an anmual guaranteed rental
above accruing depreciation an d the maintenance of
their property, equivalent to the net opérating income for
the three-year period ending June 30, 1917. All of the
fundamental principles upon which the contract was to
be based were stated in the proclamation. In an Act of
Congrée of March 21, 1918, commonly known as the Railro=d
Control Act, the general principles that were to form the
basis of the agreements with the different railroads were
stated: A contract had to be dfawn up between the
Government and every individual rallroad that was taken
over, and not until October 22 was the form of the con-
tract finally agreed upon ly all the parties concerned.
The delay was caused by the many issues involved and by
the conditions that were peculiar to'eéch line of railroad
which demanded separate cohsideration. As it was consid-
erable difficulty was experienced in reaching an agree-
mént with many of the companies with the result that by
Jamuary 1, 1919, contracts had been executed by but 23
out of the 160 or more Class I railroads. At the ter-
mination of federal control 147 contracts had been

executed and 83 were yét under consideration. Of these 83,
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49 had agreed as to compensation while 15 had declined
to accept the compensation offered and had filed appli-
cation with referee boérds to fix the amount of gumpensa-
tion. Six roads had declined to make contracts and seven
had never made applicationrfor one, 8. The gist of ﬁhe
main sections of the Railroad Control Act which was
approved by the Président.in May 1918 is given below: 9.

Section 2. 1If no agreement was made with the carriers,
90% of the estimated amount of just income
was to be paid. “ny amount over that found
due was to be paid with 6% interest. Carriers
were to pay interest on overpayments,

Section 3. Claims for just compensation, not adjusted
were to be sutmitted to boards on application.
These boards were given power to summon
witnesses and require records and testimony.
They were to report to the President the
just compensation and the President could
meke an agreement upon that as a basis.

Section 4. Compensation for additions, etc. were to be
increased by a certain per cent apon cost.,

Section 5. No dividends in excess of those of the
' three year test period averase were to be
paid. Railroads that paid no dividends
during that period had to secure the approval
of the President before any could be paid. '

Section 6. There was to be a revolving fund of $500,000, 000
out of the United States Treasury, to pay the
expenses of federal control and to provide
facilitkes. The President could order the
carriers to increase their facilities and
advance them the amount needed, the carriers
paying interest on the amount advanced. The
loss claimed by additions etc. was to be ascer-
tained by an agreement between the President
and the carkier.

8. Cunningham, Wm. J .-=The Eailroads Under Government
OperationyQuarterly &Ar, of Economics, Feb., 1921--p. 306,
9. United States Statutes at Large-1917-18--~The Eranspor-
"tation Act of March 21, 1918--p. 451.
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Section 8.

Section 10.

Section 11.

Section 12.

Section 13.

Section 14.
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With the approval of the President, any
carrier could issue securities to nrovide
necessary funds. The President might pur-
chase the securities out of the fevolving
fund and sell them whenever desirable

at a price not less than cost.

The President could appoint agents for

~executing the powers and could call upon
- any part of the Government for services.

Carriers while under PBederal control, were
subject to existing laws not incongistent
with this acki: There was to be no defense
as a government agency. No process was to
be levied against the property while under
Federal control. The President had power
to initiate fares, rates, classifications
and regulations by filing them with the Inter-
state Commerce Commission, which should not
be suspended pending final determination.
They were to be reasonable and just. Com=-
plaints could be made against them. The
cettificate 6f the President was necessary
to increase operating revenue.

The punisiment for the violation of the
provisions of this act or for interfering
with the use of railroad property was a
fine of $5000 or two years 1mprw%onment or
both.

The money derk¥ed from operations was United.
states property and was to remain in the
custddy of railroad officers. <‘he mbthod

of accounting existing before federal control
was to be used. Disbursments were to be
made in the same manner as before federal
control and were to be made for specific
purposes designated by the President. If

the roads were restored to the owners during
any tax period, only the amount falling under
federal control was to be paid out of money

‘received then. The books were to be closed

whenever the President so wished and the
excess or deficit to be credited or ﬁeblted
to the revolving fund.

All cases then in cort were to proceed.
There was to be federal control for twenty=

one months after the war ended. The Presi-
dent could, prior to July 1, 1918, relimquish
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such carriers as he desired to relinquish.
There was no right to compensation after
relinquishment.

Section 15. Nothing in this law affected state laws:

- except when they intefered with Government
operation,

Section 16. "This act is expressly declared to be emer-
gency legislation eracted to meet conditions
growing out of the war, and nothing herein
is to be construed as expressing or pre-
Judiging the future policy of the Federal
Government concerning the ownership,control,
or regulation of carrers or the method or
the basis of the capitalization thereof." 10.

The provisions of the contract can be briefly summar-
ized. In taking over the property, it had to be enumer-
ated in detail, for accounting adjustments and regulations
and for final settlement. Improvements and new equipment
were to be charged to the railroads affected and were to
carry interest payable by the Director Ceneral as rental
from the date of completion or delivery, but strictly

war improvements were to be a chérge against the Govern-

ment. The Director General was to meet operating expenses

and normal taxes, to maintain the property up to the
stardard existing when taken over, to maintain contribu-
tions to pension and other funds, to pay the €ontinuing
cost of wvaluation work, and to carry out all contracts

and agreements for the buying of supplies. The railroads

themselves were to bear the expense of maintaing their

10. United States Statutes at Ilarge-1917-1918, The Trans-
portation Act of WMarch 21, 1918--p. 458.
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corporate organization, of war taxes, and to meet all
charges such as interest and dividends. The operating
income was determined by deducting all operating expenses,
normal taxes, and certain operating mentals from operating
revenueé. The guaranteed rental was to be paid to the
carrier whether it was earned or not. If’adjustment of
claims could not be accompliéhed by a conference, the
Interstate Commerce Commission was to appoint a board of
referees, and if an agreement could not be reached with it,
the carrier was allowed to peti%ion the Court of Claims,
Carriers were denied the right of litigatioﬁ at the end
of federal control on the question of whether they had
suffered from the diversion of traffic, it being held by
the Director General that Congress intended that the
authorized compensation should cover this element. The
amual average income was to be ascertained by the
Interstate Commerce Commission and certified by it to
the President. In making accounting and adjustmenﬁé in
regard to maintenance and reserves, consideration was to
be given to the amounts spent for such during the test
period, and to the condition of the property when taken
over. Excess operating income was to remain the property
of the United States. In case of lines that were in the
feceiver's hands, or in the case of those where due to ab-
norwzal or undeveloped conditions, expenditures for
additions and betterménts; were not fully reflected,

as was the case with southern lines, the President was
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authorized to make any agreement which he considered just.ll.

Conditions When the Government Assumed Control

The Government assumed control of the railroads when
their traffic affairs were in the very worst conditioh.
Congestion at that time extended far irto the west and
added to this trouble was the unusually severe weather
which not only interfered with the movement of trains
but blocked marine termirals as well, so that the terminals
were crowded to the point of paralysis. About the middle
of Jamuary, occured a storm that completely paralyzed
traffic, and all during the winter one storm followed
closely.upon another. A great deal of time is lost on
railroads becauée of the effects of cold weather énd
snow storms. Ash pans freeze, water and ice freezes on
the engines, coal freezes in the cars causing difficulty
in securing a good fire, lubricating oil g;ts cold and
will not flow, the solidly frozen roadbed increases
wear and tear on the equipment, switches freeze and are
difficult to operate, and there is dﬁfficulty in getting
up sfeam in the engines. 4ll these conditions serve to
retard and delay the movement of trains.

Another factor was the bad condition of motive power.
It had been kept in serwvice when it should have been in
the repair shops and when severe weather came, much of it

went out of use altbgether. During the bad weather many

11, Dixon, F. H.--Federal Operation of Rai lroads during the
War, Quar . Jr. of Economics, August 1919--p. 582.
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shopmen were utilized in clearing the tracks of snow, thus
causing delay in répairing the equipment, and sore engine
houseé were unable to accommodat e the larger engines.

This condition caused a great deal of deday in terminals
and a great deal of lost fime in taking engines where
they could be repaired.

A short history of the‘conditions existing on the
Pennsylvania Railroad during the winter of 1918;Will be
given in order to give a picture of the conditions that
confronted the rallroads. Comditions were the worst on
this system of any systiem but conditions were very bad
on all lines, so a hhdtory of those existing on the
Pennsylvania will not be far from typical of those on
all lines and especially of those on eastern lines. 12.

On January 23, 1918, 23 trains on the track were
ready to move but there were no locomotives availablé.

In one yard there were 50 cars of Government Automoblies
and 50 of these were in open top cars. At @lenrockk |
Pennsylvania, there were 120 cars all of which had been
held over 20 days. There were 1156 cars for the American
Shipbuilding Company at Hog Island, 667 being in the
Philadelphia terminal and 427 at ﬁog Island not bveing
unloaded. The wongestion'waé east of Pittsbﬁrg and was

partly due to cold weather and sick trainmen.

12. This historical material concerning the Pennsylvania
Railroad is taken from: Lee, E.--Experience of the Pennsyl-
vania with Winter--Railway Age, March 1, 1918=--p, 447.
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After the heavy snow storms of Janmuary, shopmen were
utilized in shoveling snow and clearing switches. ?hié
made less labor in the shops at a time when it was needed
most. In the Altoona shops, from December 20, 1917
until January 21, 1918, the men spentv9225 ten-hour days
in shoveling snow. This time represented a less of the
repairing of 19 engines, of’the building of 39 steel
freight cars, of the sﬁrengthening of 383 cars, of the
heavy repairing of 25 cars, of the light repairing of
45 passenger cars, and of the manufacture of 350 car
wheels. The disruption of the forces in this manner also
slowed up labor as well as causing the loss of timef Oé
the Bellwood Division, 11000 hours were spent in shoveling
snow. As a result of this 540 cars accumulated. At
Pittshurg 2357 cars accumulated.

During the cold weather, engine failures increaéed
45% in the Fittsburg district. On Januéry 28 there were
70 engine fallures in six hours, There was alsoc much
trouble with boilers due to the poor quality of water used.

In the Philadelphia yards, the normal movement of
cars was 2925 daily‘but from January 14-25, it averaged
less than.ZOOO, From 564 to 61 cars dally were left over
without locomotives. The avérage daily westérn ﬁovement
of cars of this division was from 1400:to 2200 but the
number sent was from 110 to 586.

On the Middle Division, 11000 cars were left over
every day, and only 50 % or 60% of the normal business was. .

done,
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On the Pittsburg Division, 10000 cars were left over
daily and there were 100 trains daily without engines.
The Pitcairn coal district needed’524 cars daily but re=-
ceived only 24,

Reduction in tennage:

Maryland Divisioneeereecea -~36%
Philadelphia Divisionee-e=- ~25
Middle DivigsioNemmermmraccuax 17
Pittsburg Division=-=cencwa- 38

There was also at this time‘a great deal of trouble
in\holding labor due to causes which have already been
mentioned. On the Cresson Division of the Pennsylvania,
171 new men were hired within 4 months in order to main-
tain a force Qf 149 men. |

When railroéds are confronted with such conditions
as have been described, it is utterly impossible for t%em
to do an average day's work, or to come anywhere near giat
goal. ©Snow drifts retard the movement of trains; the |
utilization,of'shop labor for track labor slows down t
repair work; bad\weathef increases sickness among emplyyees;
and much efficient labor is lost to other industries,
leaving less efficient labor to do work which requires ﬁhe

very best labor that can be secured it it is to be done

expeditiously.



58
OPERATING EFFICIENCY.
A, Freight Service.

As soon as the Railroad Administration was organized,
its main efforts were toward the securing of operating
efficiency. At this time, though no one in the country ex-
cept a few Government and railroad officials knew it, |
the Allied nations had sent us word that unless the United
States couid get foodstuffs to them, Germany would win
the\war. Every effort was now bent toward getting the
necessary provisions to the Allied natibns. Every thing
else was subordinaﬁed to this need for a time and the
problemAwas solved. The demands of the Eurgpean countries
were made in Febfuary and by March 15 their vessel capacity
had been satisfied and there were available at North
Atlantic ports an excess on wheels of 6,318 éars of
foodstuffs exclusive of grain in cars and in elevators.
After that time there was never any danger but that
we could meet the demands of the Allies for foodstuffs.

In making the drive for oferating efficiency, economy

and the saving of money were considered although those
factors were not the chief aim, that aim being to meet

war necessities.: Many of the methods employed by the
Railroads' War Board were tetained and enlarged upon and
many new methods that were either impracticable or im-
possible under voluntary co-operation were used. The most
important of these methods were the unification of terminals

and stations, the reduction of passenger service, reductions
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in ofganizations, and other miscellaneous economies. These
methods will be~déscribed in detail below.

1. So0lid Train Wovements.

Foodstuffs traveling from west to east, fruits from
' Califorhia, lumber from the northwest to be used in the
construction of aeroplanés, ships, and army ecamps,
packing house products, and flour, corn, and oats from
Minnesota were shipped in solid trainloads. Although
such a practiese is not the most economical because‘thek
most economical weight of a train ﬁaries with the rate
of grades and with the power of locomoti ves, which differ
widely on different railroads, yet the practive did much
to quicken the movement of freight because the continuous
movement of traffic was secured through advance informa-
tion to conrecting lines, thus eliminating switching
through terndnals. 13. Fast schedules were unnecessary
becéuse of continual movement and minimm terminal delays.
Certain products were designated to certain lines on
certain days, thus insuring maximum tonnage to all lines,
and each train had a specific routing. The plan acceler-
ated oil movements iOO%.

All export traffic was, as far as possible, totbe
concentrated at Chicago, St.lLouis, and Pitﬁsburg and
so0lid trainloads were to made up at these pointé for the

different ports. The strain caused by the great amount of

15.'Cunningham, Wm. J. The Rallroads under Govt. Operation

Quar . Jr. of Economics,, K February 1921--p. 314, ’
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export traffic was lessened to some extent by the work
of the Exports Control Committee which was created on
June 11, 1918 and which "consisted of a representative
of the United States Railroad Administration, a major
general representing the army, a rear admiral representing
the navy, a steamship representative representing the
Shipping Control Committee, and a traffic expert re-
presenting the Allies."14, Thekcqmmittee was to have
JCharge of all questions relating to export traffic.and
Ib was' Lo determine the probable amount of such traffic.
and to work. out a plan for its distribution through the
different po”ts in order to relieve the congestion at
New‘Yo”k which had until this time received the greater
share of the export traffic. After February 14, 1918,

an export license was required of all export freifht.

2. I'he Unification of Terminals.,

‘The best example of the unification of freight
terminals was in Chicago. In that city there are three
beltllines, the Inner Belt Line or the Belt Railway of
Chicago, the ¥iddle Belt Line or the Indiana Harbof
Railroad, and thé Outer Belt Line or the Elgin, Joliet,
and Bastern Railroad. The Outer Belt Line was used for
an interchange line for traffic moving beyond Chicago,
with thebéxcept;on of perishables, those products being
routed- over the MMiddle Belt Line. The Inrer Belt Line
was used for the delivery of cars within Chicago.  Inter-

change switching in all terminals was largely eliminated.

14 . Cunningham, Wm} J.-=-The Railroads under Govt. Operation.
Quar. Jr . of Lconomics, February 1921--p. 315.
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In Chicago, as the result of co-operation with producers,
66% of the coal arriving there during August was consigned
directly to consumers from the mines, and cross hauling
between terminal lines was largely reduced through the
same co4operation.

Terminal managers were appointed in 2ll the larger
cities and they had jurisdiction ever the fagilities of
all lines. 136 off line and uptown stations were closed.
In the Southwestern Region switching was consolidafed S0
that 54 lines did what was formerly done by 109 lines.

In New York harbor 117 coal barges and 18 tugs belonging
bto different railroads entering the city, were pooled

as were also the biers,»each railroad being assigmed to
a certain pier.

3., Embarecoes.

Rules of February 28, 1918. 15.

a. Yonsignees who &id not unload promptly were sub-
ject to the approval of the Director General.

B. Expeptions when a complete embargo was not essenthal,
were live stock, coke, charcoal, acids, alcohol,
ammonia, light oil, petroleum products in tark cars,
and tank cars; |

c. Damestic food products when not expected for home
consumption, énd food products for animals except

hay and straw;

15, Fmbargo Rules, Railway Age, Yebruary 28, 1918--p. #05.
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d. Materials assigned to the United States Government

or its agents; | |

e. Railroad material and supplies other than coal and

coke when consigned to an officer destined to a

point on his line;

f. Printing paper, printing ink, and scrap and waste

paper when consigned directly to paper mills or

manufacturers; agficultural improvements for pre-

paring the soil;

g. Demurrage charges were to be assessed if cars

were loaded in violation of the demurrage rules.

During the winter of 1917-1918, an embargo was
placed upon everything except food, fuel, and certain war
munitions and supplies on the Pennsylvania east of Pitts-
burg, on the Baltimore and OChio Railroad east of the Ohio
river, and on the Philadelphia and Reading Railroad for
the purpose of enabling those lines to specialize in coal
for supplying the acute conditions in New England and
New York harbor, and in supplying empties for mines and

coke ovens.

4, Bhe Routing of TFreight.

The owmers of freight hgd absolutely no power in
the routing of their freight. It was routed by officials
regardless of origin and ownership. This practive did
away with circuitous routes which has been one of the
most wasteful practices in railroad operation in the past.

Gereral Order Number 1 of the Director General directed
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that eferything possible be done to alter this condition.
Studies were undertaken for the purpose of devéloping
new routes which would not only be shorter but also more
economical and efficient and as a result, car, engine and
train miles have been saved and shippers have had the
services of many more cars than they otherwise would have
had. During the ore shipping seasﬁn a total of 64,770
loaded and empty cars were retouted with a saving of
5,577:464 car miles from the fissabe Iron Range alone.

In the Eastern amd Northwestern Reglons alone

there was saved a total of 16,863,633 car miles.

Coses of shortened routes. 16.

Between and Zong route . Miles Short route Miles Saving
Duluth-Chicago C.B.&Q-N.P. 606 Soo line 464 141
Chicago-Kans .City C.Gt .Westb96 A.T .&S.F. 458 138
Minneapolis-

Des Moines C.B.&2.Q. 614 C.R.L.&Pac. 270 344
Portland-Ogden S. Pac. 1339 U. P. .857 482

This plan was thought by the Railroad Administration
to be one of its most important reforms but lr. Cunningham
however, does not btelieve this to be the case. 17. He
thinks that the importance of the factor haé been over-
estimate&. He finds that in practice freight suffereé
the least delay when moved over the normal routes. A
shiftiing of the load to the shorter route often found it
unprepared to move the load and congestion resulted, Even

if there were savings they were but a fraction of a per

16, Statements of Hon.W.G.lMcAdoo before the lnterstate Com.
Commission, Jarwary 3 and 4, 1919--p. 13.

17. Cunningham, Wm. J.-~The Railroads under Govt. Operation,
Quar. Jr. of Economics, February 1921--p. 314,
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cent of the total car miles. Savings made by using shorter
routes were in many cases overbalanced by the highér cost

of moving cars over the shorter and more congested routes.

5. The Permit System.

The use of permits in the shipment of goods was a
great aid in clearing up congestion. Before goods could
be shipped to a consisnee he must have contrécfed in ad-
vance for the required vessel space, and he must also
be able to accept and udload the goods without delay.
This was a method of controlling the traffic at the
source and there. is aqpossibility that the transportation
demand would not have been met without the mmployment of

this systemn.

6. The Pooling of Eguipment.

The Car Serﬁice Section had éomplete control over
equipment and with the exception of coal cars, it was
distributed to where it was needed without regard to
ownership. During the greater part of federal control
the payment of charges for car hire between different roads
was walved and each road was instructed to give the same
running repairs\to foreign cars that it gave to its own.
Motive power was also transferred from one foad to another

where a shortage existed.

7. Demurrage Rates.

These charges were cumulative and were increased

almost to the prohibiti&e point, the charge being $3.00
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for the first day, $4.00 for the second day, and $10.00

for the eight day and thereafter.

8. Heavier Car and Train Loading., 18.

1919 1918 1917

Average train load in tons revenue

and non-revenue freight. 688 681 653
Average car load in tons, revenue and
non-revenue freight. 27.8 29.2 27

Percent of loaded to total car miles 68.7 67.8 70.2
The increase in coal carried was 22, 000, CO0O tons
during the first six months of federal control.
Figures of the ‘nterstate Commerce Commission on

car and train loading. 19.
: 1919 1918 1917

Tons per loaded freight car 25.48 26.99 24.77

Tons per freight train v 631 628 597
Tons of freight originatingll90,172,967. 1382,004,577

1,376,844,812,
Ton miles per mile of road 1, 559, 442 l 738 305 1,698, 825

This W#was one of the best fields for improvement in
the matter of movingvtraffic. Formerly cars had been
moved when only partly loaded and scarcely any cars were
ever loaded to capacity. The Bigures given show that
the train load and the car load were both greater in 1918
than in 1917, but the same efficiency was not maintained
during 1919 because. of conditions due to the termination
of the war. 1In 1918 freightltrain movement was not as

large as in 1917 but if larger trainloads could be moved

18. Hines,¥. D.--Report bo the President for Fourteen Months
ending March 1, 1920--p. 8.

19. Report of the Interstate Commerce Commission, 1920,

Table ViI, p. 101; Table III, p. 99.
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with steady movement in a little bonger time, a great
saving would result. The units for loading cars were
increased and shippers were required to move grain and
foodstuffs in maximum lots.

The “"sailing day plaﬁ" was employed in the movement
of freight in less than carload lots. It was designed
to bring about a better utilization of freight cars by
securing a heavier average load per car, Schedﬁles were
made for the main less than car doad shipping points
and such freight was held for through cars which fan
to certain points on specified days. The plan was not
altogether approv;d‘of by shippers because it gove some
distributing ceﬁters an advantage over its competibors
to common markets when the traffic from the first was
heaviest and justified more frequent service. In New
York and Philadelphia, sbore door deliveries were made.
The intercharge of labor was also practiced in order to

avoid the accumulation of less than carload freight.

9. 'He Coal Zoning Plan.

This plan was continued from operation under.the
Railroads' War Board. It was predicted that the railroads
could not meet the nations need for coal but they met it
in spife of the bad wwather in the winter of 1918 and also
succeeded in transporting 37,083,300 more tons during
the first ten months of the year than was transported
during the same time in 1917, At the beginning of fdderal

control a serious situation existed with regard to bi-
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tuminous coal. There wasva shortage of cars at the
mines: a lack of efficient distribution, and a dislocation
of the New England supply because of the use of coast-
wise ships in ocean transportation. A critical condition
also existed in the northwest. In meeting this situation
each producing district was given a certain fixed area
in which to markét its production. Shipments to other
places were not allowed withéut a permit by the Puel
Administration, “his eliminated a great many long hauls
and a great deal of short hauling and also offered an
incentive for using the coal in the plain states which
at any other timejwould not have been mined in competition
with better grades of other districts.

Anthracite coal and empty cars were moved throuch
the Pennsylvania tubes, and bituminous coal at New York
harbor was diverted to the piers wheré it could be dumped
most expeditiously to relieve the need of bunker cozl
for ships. ghié was a move which could not have been

taken under private control.

10. The Pooling of Repair Shops.

Equipment needing repairs was taken to the nearest
repair shop in which it could be accommodated, regardless
of ownership. Nany shops were not adapted to the repair
of some of the large engines and they had to be hauled
some distance ét times before they could be taken to one
thht could accommodate them. Some times it was found to

be more advisable to close some engbme houses and con-
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centrate the work in a less number. This plan was used
at Galveston. <he separate car inépection forces main;
tained by individual lines was consolidated into one

force at many of the large interchange points.

11. The Standardization of Tquipment .

Director General McAdoo claimed that there were about
2000 styles of freight cars and mearly as many of loco-
motives; so ke thought that standardized equipment would
be a good thing for the railroads. Under such a plan,
the producers of equipment and the management of‘repair
shops could employ more uniform methods and thus save a
great deal of time and money. He had a committee work
out plans for the standardization of equipment abd it
finally made plans for 12 standard types of freight cars
and for 6 types of locomotives of two weights. Under the
terms of the contract between the Director General and
the railroads, the Director Gereral was required to secure
the approval of the corporation before he could perman-
ently assign any of the eduipment to it. Most railroad
men did not favor the plan because of the varying con-
ditions that existed on different lines. None of the
twelve standard types might meet the conditions on
particular lines. ‘ne railroad officials did not so much
oppose standardization as they did the defree of stan-
dardization. Two or three times the number of standard

types of locomotives might meet the situation on all roads.
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The case for standardization of freight cars was
" much sﬁronger and if is possible that such was a good
reform. Cars do not stay on the home road and if all
cars conform to cettmin types they can be repaired in
any shop. Railroad repair shops would not have tovcarry
as mapy repair parts and there would be a great deal .
of time saved in repairing because each repair shop would
have the part needed and would not have to wait until

a special design was made before bheginning work.

iz. Uniform Freight Classification,

There had been three classifications applying to
interstate commerce and in addition to this many states
had classifications. These various élassificaiidns con=-
tained about 15,000 different items and they differed in
many details. @reat confusion resulted in rating and
classifying freight., To remedy this, a consoliflated
classification was prepared and submitted to the Inter-
state Commerce Commission for its approval, Mr. Hineé
not caring to initiate it himself without the approval
of that body. The principal obstacle to 3 plan of uniform
clasgification was that such a plan'would cause losses
to some roads in the lowest classification in any terri-
tory were adopted and on the other hand if meant higher
rates to shippers if thenhighestvclassification were

adopted.20. The Interstate Commerce Commission held

20 .Cunningham, Wm.J .~--The Railroads Under Govt. Céntrol,
Quar . Jr. of Economics, February 1921--p. 319.
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hearings upon the proposed plan and the shippers showed
Buch opﬁosition at these that the Commission declined fo
approve the plan of re-classification because it appeared
to have the effect of increasing rates unduly. The
Comission did however, give its approval to the unifica-
tion of classification rules. If such a plan had been
approved it would have béen‘easier for officials to
compel closer‘compliance to war loading standaids, thus

preventing underloading.

13. The Simplification of Accounting., 21.

The change from privated to flederal control with the
separation of corporate and federal accounts placed a
heavier burden upon the accounting departments of the
railroads . At first the railroads were instructed to
keep two sets of accounts but later the federal and the
corporate forces were divided and one was eoricermed
with thé Government accounts and the other with corpor-
ate accounts. The Director General required many special
accounts and stétistics as did also the Division of
Accounting and the Division of Capital Expénditures.

And later, in July the standardization of operafing
statistics placed still heavier burdens u?on‘the account -
ing departments of the railroads.

To éounterbalance these heévy burdens many simpbi-

fications in accounting relating to interroad transactions,

21. Cunningham, Wm. J.--The Railroads Under Govt. Operation,
Quar. Jr. of Ecoromics, .February 1919--p. 319.
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were ordered. The Government Was interested only in the
combineddresults of the roads as a national system and
not in absolute accuracy of accounts; so many shortcuts
in accounting methods were ordered.

The first step was the adoption of the Universal
interline waybill which provided for the billing of all
-througﬁ'freight moving over more than one road from point
of origin to point of destination. This elﬁmihated
much re-billing at junctions and thus reduced the delay
of freight. B |

Next, came the discontinuance of the technical and
arithmetical checking of bills betweén roads under
federal control. <‘he billing road was required to use
care in making out‘the bill and the debtor road was
required to assume the accuracy of thevbill. This applied
to freight claims, car repairs, equipment rents, joint
facilities, anrd statements concerning the settlement
of joint reverues arising throuch interline traffic.

‘The next step was the use of the "road to road per-A
cents" method of apportioning interline freight revenue
instead of the old method of each road figuring from
waybill records the amount which it owed to other roads
and which other roads owed tb it. The new ﬁlan\provided
for the division of joint freight revenues as between
carriers in the same proportion that such revenues were
divided during the year preceding federal control . A
method like this was also used in dealing with passernger

revenues.
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Another short cut method used was the discontinuance

of freight car hire charges between roads under federal

control.

14. Advance Movement of Materials.

Theladvance movement of raw materials during the
summer months when traffic was slack was encouraged.
People were\glso encouraged to éecure their winﬁer supply
of coal during the summer when the railroads were able

to get it to them.

15, Centralization of Government Bhippineg.

Government shipping was centralized by the appoint-
ment of Major General George W. Goethals, them acting
Quartermaster General, as Director of War Department
Transportation. This method would provide a central
management to handle Government traffic which would make
for the orderly movement of supplies, and would make
next to impossible the recurrence of the situation that
came about through the éxeessive used of the preference
tage under the Railroadsi War Board, when there was no

central organization to take charge of such matters.

16, The Flimination of Duplicate ILines.

When there were two closely éituated, pafallel lines
or where a pérallel line had been built for the express
purpose of competing.with.an older line, their actievities
were correlated so that there would be as little waste

of energy as possible. ZIExamples of such railroads are



the West Shore, the Nickel Plate, and the Des Chuyler
Railway and the Oregan Trunk Line, these latter two |
going down apposite sides of’a canyon into a ter#itory
whose traffic did not justify one line. Unified control

stopped the waste due to such competition,

17. The Consolidation of the Express Companies.

The fouf express‘companiesyweré consolidatéd into one
campany to be known as thé American Express Company,
which was to conduct the business on all federal lines.
504% of the earnings were to go to the United States
Government for payment for hauling the express, and the
balance after éaying expenses and arnb% dividend was to

be divided between the Express company, the Railroad

Administration, and a guaranty fund.

B. Passenger Service.

l, The Flimination of Unnecd8ssary Service.

Elimination to December 31, 1918. 22.

Eastern Region 16,253,914, Passenger train
Allegheny Region 4,8700000 miles
Southern Region 1,702,480 " " "
Northwest ermn Region 23,280,000 " " "
Central Western Region 16,772,524 " " "
Southwestern Region 4,411,244 " " "

Service between St. Louic and Chicago was reduced 40%.

Between many of the larger cities there was & sur-
plusage of trains arriving and'departing at the same time,
some of them being but partly filled. There were two

twenty-four trains between New York and Chicago, both

22, Thelen, Wax--bublic Service Under Govt. Operatlion.
Anpnals of American Adademy, November 1919--p.24.
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leaving and\gzriving at the same‘hour.b Between Chicago |
and St. Paul, Chicago and St. Louis, and Chicago and
‘Kansas City there were in each case from three to five
trains leaving ab about the:same hour in the eeening and
arriving at about the same time the next morning. In
other cases there was a triplicaﬁion or quadruplication of
service. Many'of these unneeessary trains were dis-
continued,and the competing trains on parallel Xines

were discontinued and the remaining service was arranged
so that f%e'time of the arrival and the departure of the
trains was mbfé?ffequeni than under the o0ld system.

The schedules of many traims were lengthened, this being
the case with Ximited trains and they were requiéed to
handle local traffic. The saving was greatest in the
west and the northwest where accommodations were most
liveral, and in the east where traffic was heaviest.

On January 6, 1918, 400 tfains were discontinued on
eastern lines. The hauling of special trains and of
needless private cars was discouraéed and schedules

were revised so that connections would be closer and S0 N
that trains would’leave at successive hours instead of |
the same hour. Tickets of one railroad were honored
by’any other railroad and a universal mileage book was
aaopted and sold at $30.00 per thousand miles plus 8%
war tax. This was designed to lessen the pressure at
ticket offices and to diminish congestion which had been

complained of at ticket .offices.
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2. The Consol}dation of Ticket Offices.

Up town and off line 6ffices with the exdeption of
a few in the larger cities, were esonsolidated and the
employees were assigned to work in other department s
of the railroad service., This was done because there was
no longer any competition for traffic of any kind. This

aeffected a saving of over $23, 000, 000.

3. The Unification of Termnals.

‘Plarm were made out providing for the common use of
some terminals which had previously been used by an in-
dividual railroad. The best example of this is the use of
the terminal of the Pennsylvania Railroad in New York
City by the Baltimore and Ohio and the Lehiéh Valley
railroads. Such a plan resulted in bétter service to
the public. Another example is the use of the pier df
the Southern Pacific railroad at Oakland, California by

the 8anta Fe and the Western Pacific railroads.

4. The Change in the Dinineg Service.

Table'd'hote service was put inbo use on October
1, 1918 in order to conserve in the use of food and
dining cars. lleals were served at the ﬁnifo:m prige
of$leach. A la €arte service was restored on March 1,
1919 to meet the requirements of travelers.

The movement of passengers.

Troop movements--May 1, 1917 urtil Jure 30, 1919. 23.

23. Thelen, Max-~-Public .Service Under Govti. Operatioﬁ,
Annals of American Academy, November 1919--p. 24.
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The total troop movements during this period was
13,890,691 individual movemenﬁé divided as follows:

7,988,707 movements in special troop tvalns.

3,614,058 " " regular "

2,287,926 " _ of @rafted men to canmps.

The movement of troops received the greatest attention
of any of the Government demands and the railroads met
the situation évery time that they were called upoh to
move tropps. ‘The troop movement required a great number
ot sleeping and tourist cars as well as chair Cars; The
shorter movements were made in chair cars but =211 the
1onger movementss from camps to_ports of emb rkation
were made in tourist and sleeping cars. Thls movement
furnished no return load. The cars had to be taken bagk
to the camps and a lgrge amount of motive power was
utilized in doing this.

Passengers Carried. 24. (In millions)

1919 1,212
1918 1,123
1917 1,110

The Railroad Administration tried to discourage
passenger travel at this time but the numbers carried
broke all previous records. The railroads carried this
large number of passengers with practically no increase
in equipment and with a greatly reduced number of trains,
The trains were generally crowded and delayed trains were o

common occurrence. But the convenience of the public had

24. Report of Interstate Commerce Commission-1920-Table
IIT--p. 99,



to be subordinated to war needs. Aftter the war ended

(

much of the discontinued service was reestablished

because of the demands of the traveling public.

SUCCESS OF THE DRIVE FOR OPERATING EFFICIENCY.

There are many different opinions as to the success
df the railroads under Government operation as regards
the amount of traffic’moved. WNany railroad officials
claim from figures given By them comparing the operations
of thevrailroads during the years 1918 and 1919 with
the operation during the years 1916 and 1917, that not as
much traffic was moved as would'have been moved uhder
private management, while the Railrocad Administration
claims and also gives figures to prove its claims, that
the railroads were much more efficient under Government
management. We are sure of ore thing and that is that
the railroads under Government operation sudceeded in
accomplishing the task that was intended for them. They
moved the freight and the people necessary for the winning
of the war. There is a claim, but figures from different
sources show it to be untrue, that the railroads moved
more frelght during 1917 than during 1918, ut even if
that were true, in 1918 they ﬁoved more that was ﬁecessary
for our military operations. The question was not al-
together the amount moved but also the kind of freight
that was moved. The Government had absolute power and

could give priority to any class of freight that it needed
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worst, while uéder private operation there was always
present the incentive to take freight merely for the sake
of the revenue that it afforded. The worst freight con-
gestion in history was cleared up within five months
after the Government assumed cqntrol.

Table showing freight traffic for 1917, 1918, and
1919, 25. (Net ton miles per mile of road per day.)

1919 1918 1917

Janvuary , 4275 3878 4770
February ; 4002 4591 4511
March : 4059 B3873 5192
April 4124 5471 5257
May 4524 5226 5617
June 4615 5423 5694
July 4878 5487 5441
August 5075 5691 5351
September . 5625 5731 5217
October 5651 5584 5385
November 4711 5155 5298
December 4688 5184 5121

Average for 12 mohths 4689 5206 5156

Number of tone miles of revermue freight. 26.
(In millions)

1919 367, 061
1918 408, 778
1917 398,263

' These figures tell their own story.. The railroads

mowed much more freight during 1918 than during 1917
but the record was not maintained during 1919.

A word should be said regarding the slump in efficiency
during 1919. This was not due to negligence or misman-
agement on the part of the Railroad Administration but
was caused by conditions connected'with thegtermination '

of the war. When the United States entered the war,

25. Hines,W.D.--Report bo the President for ﬂou”teen Mfonths
ending March 1, 1920--p. 8.

26. Report of the Interstate Com. Com.-1920-Table III--p. 99.
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changes were made without hesitation. The comfort and
convenience of the traveling public was necessarily sub-
ordlnated to the nation's first and primary need. War
conditwons made operations more dlfficult than in peace
times. But after the armistice was signed complaints
were made about the class of service that was being fur-
nished. During the war people were stirred by the patriotic
motive and they gladly accepted limited service but after
the war was over the patriotic motive was lacking. The
war had been won and people wanted a return to the pre-
war service. There was also a slump in traffic at this
time. War could not be stopped one day and normal rail-
read operations be resumed the next. Time was required
for adjustment to the new conditions.

The operating results during the first ten months
of federal control are summarized by Director General
McAdoo as follows: 27.

"The railroads, during the first 10 months of Federal
controk, produced 1.9 per cent more ton miles with a
decrease of 2.1 per cent in train miles and a decrease
of 5.8 per cent in loaded car miles. The average train
load increased from 655 tons to 682 tons, a gain of 4.3
per cent; and the average carload increased from 26.8
tons to 29 tons; a gain of 8.2 per cent. I may say that
that does not reflect the situation as favorably as the
results justify, or as the Railroad Adwministration is
entitled to, because, in order to get food and supplies
promptly to the seashore for transshipment over the ocean,
we hauled empty cars regardless of any other traffic

into the regions where the originating traffic was, and
carried the supplies back to the seaboard with all possible

27. Statements of Hon. W. G. McAdoo before the Interstate
Commerce Committee of the Senate, January 3 and 4, 1919--
Better Operation--p. 14. '
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rapidity, in order to meet the demands in Iurope of the
armies and the civiliam population there. That refers to
the instance described in the previous part of my report.
Ordinarily, as you know, the railroads make it a point
never to haul empty loads if they can avoid,it, which,

of course, is sound economic practive. The exigencies
however, were so great we had to haul those empty cars

a very long distance in order to get them quickly where
the vital traffic was, and we get no credit for that in
the statistics I have just given. <‘hat would be more
favorable if we thok those matters into account.

"The increase in traffic in 1918 was accomplished
by the use of approximately 3.4 per cent more freight
cars and approx1mately 1.4 per cent more freight loco-
motives than in 1917. Compared with 1916, the 1918
increase in freight cars was 6.9 per cent and the
increase in freight locomotives was 2.4 per cent.

"It should be explained that the total ton-miles
handled are much less than they would have been in the
past for a corresponding volume of traffic by reason of
cutting out circuitous hauls. The general statement
may be made that the actual transportation production
is greater than is indicated by ton-mile statistics.

In whatever degree the actual performance of moving tons
from one place to another as required is accomplished

by moving the tonnage over shorter routes, to that

degree the ton-mile statistics understate the real per-
formance when they are compared with a period when the
shorter routes were not used. That is somewhat technical
but all railroad men, I hope, will understand it."

WAGES .

Early in the year of 1918 the Division of Labor was
created as a division coordinate with the other divisions
of the Railroad Administration, and W. S. Carter, tresi-
dent of the Brotherhood of Locomotive Firemen and fngineers
was appointed as director. Bﬁpartisan boards of adjust-
ment were also created to deal with the grievances of
employees that could not be settled locally. The work
of these boards was very satisfactory, an agréement being

.reached in practically every case that came before them.
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The boards were created by agreement between the labor
organizations and the Regional Di:eétors. The principle
of collective bargaining was recognized in all labor
guestions.

Immédiately aftér its organizationvthe Railroad
Administration created a Rallway Wage Commission consisting
of Franklin K. Lane, C. C. McChord, J. H. Covington, and
W. R. Wilcox. The duty of the Commission was to make
an, ihvestigation of railroad wages as compared With.wages
in other tndwatties, of railroad conditions in different
parts of the country, of the special emergency wages
caused by the war, and the relations between different
classes of laborers on the railroads. This Commission
was to make a report to the Director General covering the |
whole field of railroad wages. General Order Number 27
of the Director General, which increased the wages of the
railroads' employees, was based upon this report.

The above Commission was unéble to deal with all labor
problems so a Board of Railroad Wages and Working Condi-
tions, composed of three represenﬁativeq of railroad
labor and three representatives of,railfoad management
was created. This Board toock up the special claims of
employees and made recommendations upon the bases of
which supplements to General Order Number 27 were made,
these supplements providing for various changes in wages
and working conditions,

The labor situation on the railroads was a very
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serious one during the entire period of federal control,
though it was much more serious before the war ended
than afterward because of the difficulty in securing
and retaining efficient labor. Wages were much higher
in war industries, consequently many laborers left the
rallroads and entered those industries. Nuch of the
labor secured by the railroads during this period was
inefficient and could »not accomplish as much as efficient
labor. The Pénnsylvania Syétem had the equivalént of an
anrmual turnover of 100% from May'27, 1918,kuntil Jure 5,
1918, 4477 employees having stopped work and 5122 new
ones haVihg been hired. The greatest diffievdilty was in
securing shop and track labor,

Railroad employees fared very well under federal
operation, having received several substantial increases
in wages during that period. These ihcreases Wére necessi-
tated though by the rise in the cost of living and the high
wages being pald in other industries, and when all is
told there is a doubt whether railroad labor received
any more or as much as it was entitled to and the fact is
certain that it was not securing as mach as the labor in
other industries. The incfeases had to be granted to
keep the laborers satisfied. The railroadé were Imving
trouble with their employees = ' - *. = - just wrefious
to the time when the Government assumed control of
the railroads and that situation probably exerted con-

siderable pressure when the Government decided to assume



control of the railroads.

strikes during flederal control but there probably
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There were no authorized

would have been had not the wages demand been granted.

As it was, there was much dissatisfaction and at some

times there were threatened strikes. The best picture

of railroad wages in general during Government operation

can be given by»the following table, part of which has

been given before in this paper: 28 (m-thousands)

1919 1918
Miles represented 250,313 250,473
Employees, numberl, 960,569 1,897,741
Per 1006 miles af line 1783 757
Hours Worked§mg 5,165,320 5,559,324
Compensztion(m) $2,901,963 2,686,734
Per Employee per yr.$1,480 1,416
Per hour (cents) 56 - 48
Batio of revenues(%) 55.47 54.

1917

252,029
1,780, 235
706
1,536,733
1,781,027
1,001

32.5

06 43 .7

1918
250, 233
1,703, 577
681
5,097, 538
1,511,728
887

28.2
1 41.09

In studging the above table one finds an increase

of over 15% in the number of employees while there was

an increase of about 1% in the number of hours worked in

1918 over 1917.

In 1919 there was a greater number of

employees than in any other year and they worked a

less number of hours than in any other year except 1916.

These results are due to the Adamson Light-Hour Law. It

was cheaper for the Railroad Administration to increase

the number of employess than pay for overtime; so more

employees were requifed to &o the same amount of work

that a less number of men had done before the Adamson

Law went into effect.

28. Thompson, Skason-~Railway Statisties for the U. S.-1919

--po 590

Part of the above table was given in Chap.I, p. 10.
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General Order Number 27, the first one dealing with
railroad wages went into effectoon May 25, 1918. Under
that order, wages were increased for all those employees
who were receiving less than $250 per month on December
31, 1915. Back payment was allowed on all time since
that ddfe and the amount due on such payments on June 1,
1918, was $125,000,000. The increase was not the same for
all classes of employees. Those who were receiving a low
wage secured a higher percehtage of increase than those
who were receiving a higher wage . The greatest increase
was 43% for those weo were receiving less than %46 per
month. TFrom that figure the rate of increase scaled
downward until those who had been receiving $250 per
month, secured no increase at all. If however, the em-
ployees had received an advance in wages since December
31, 1915, and‘most of them had, that wdvance was to be
considered in making the new increase. This ruling
‘ resulted in much dissatisfaction because in many cases,
the railroads had already advanced wages as much or more
than the Government had.

The Increase in wages for the different wage gfoups; 29.

Wages_per month Per cent increase

$ 50 : 43
60 . 41
20 41
80 ~ . 40.44
90 36 .38
100 : 31.29
110 . ' 27 .12
130 23 .64
130 20.69

140 : 18.16
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29. Wages per month Per cent increase ; .
8150 , , 15.96
160 14.04
170 12.34
180 10.83
190 9.48
200 8.26
210 7.16
220 6.15
230 5.24
240 ' 4.56
239-250 Incfease large enough
%6 increase the wage
to $250.

/

The Board of Railway Wages and Working Conditions
recommended an advance in wages to shopmen and employees
of the mechanical departments of the railroads, which took
effect on July 1, 1918. *‘hese employees which included
machinists, boiler makers, blacksmiths, sheet metal
workers, electrical workers,, carmen, moulders, their
apprentices and helpers composed a group of 500, 000
workers. The advance established a minimum basic rate
of 68 cents per hour for all the classes named except
carmen, second class electrical workers, and all appren-
tices and helpers who had had four years experience and
who were on January 1, 1918 receiving less than 55 €ents
per hour. Tor the other employees included in the order,
a minimum of 58 cents per hoqr was established. These
wages averaged‘aboﬁt,ls cents an hdur higher than those
previously péid. | 1

A basic eight-hour day was established and a ninimum

29. Congress Recommends Wage Increase of $300, 000, 000;
Railway Age--lMay 10, 1918--p. 1163,
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advance of 2% cénts per hour was given to all common
labor, these two measures being agaihst the recommenda—r
tions of the Wage Commission.

General Order Number 28 practically abolished the
class of clerks who received less than $900 yearly. 1In
1917 there were 101,570 employees in this class but in
1919 there remained only 5,603 and the increase in.their
pay from 1915 until 1919 amounted to 154.5%. 1In 1919
the pay of the clerical staff exceeded the total paid
to road engineers, firemen, and conductors,

In April 1919 the Brotherhoods secured wage advances
amounting to $65,000,000. | |

In August 1919 railroad employees again asked for
increased wages but at the request of President Wikéon;
ihey withheld their demands until a better opportunity
was afforded for determiﬁg the trend of the cost of living.
The President thought that the lines would go back to
the owners at the end of the year but when they did'not‘
do so the employces again presented their demands but
at the President's request, agdin withdrew them until
better machinery for dealing with wages could be organized.
On March 1, 1920 the railroads were restored to the
private owners without any provision being made for
increasing wages, leaving the employees to deal with the
private owners as best they could.

In fixing railroad Wages, the wages paid in the

temporary was industries-were not considered to any degree.
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The Railroad Administration wanted to find a just and

equitable vasis which would outlive the war and which would

give a 1iving‘wage to every employee. ZEfferts were made

to eliminate inequalities and to standardize railroad

wages as much as possible, and while this work has not

been finished, it has recéived a good start.

vAverage yearly copmpensation of selected classes, 1915-1919. 0.

1919
1918
1917
1916
1915

1919
1918
1917
1916
1915

1919
1918
1917
1916
1915

1919
1918
1917
1916
1915

Road Freight Road freight Road freight Road freight

engineers. firemen. conductors. brakemen.
$2643 $1842 $2320 ‘#1715
2481 1671 2360 1632
2076 1258 1840 - 1186
1839 : 1117 1602 1043
1792 1087 1537 994
Machinists Section Section men. Other unskilled
Foremen. labor.
$1882 $1315 $ 940 $1046
2334 1148 854 1041
1287 875 589 692
1203 811 506 608
993 731 429 545 -
Statiom Clerks over Clerks under General Officers
Service. 4900 $900 ‘ $3000 and over
$1136 $1381 $ 716 $5308
o8"7 1422 808 6276
754 _ 1215 681 6574
656 1185 681 - 6565

602 1118 627 6099
All employees. |

$ 1480
1416
1001

887
825

30. Thompson, Siason--Rallway Btatistics of the Umited
States-1919--p. 69.
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RATES.

The Railroad Administration did not increase rates
immediately after the CGovernment assumed control of the
railroads because there were other guestions, one of which
was the labor question, that demanded first consideration,
and because the increase in rates was a question that
required careful consideration. The President and the
Railroad Adminigtration had power to initiate new rates,
and rates so initiated could not be lawfully changéd by
the Interstate Commerce Commission except upon compkaint
after a hearing at which the failroad Administration was
entitled to be heard. In initiating new rates, the policy
was to make them high enough to cover operating expenses
and fixed charges because it was felt that the traveling
and shipping public should not be required to bear the
expense of conducting a war.

The first general rate increase ﬁas made under Gerneral
Order “umber 28, although an advance of 15% had been
allowed eastern lines on March 15, 1918, This order
provided for an 25% increase in freight rates to become
effective on June 25, and for a passenger rate of 3 cents
per mile for the whole country, with 4 cent extra per
mile for riding in Pullman, sleeping, and parlor cars, and
+ cent extra per mile for traveling in tourist sleeping
cars. Commutation fares were also advanced 10%. The extr‘a
charges for the use of Pullmans were abolished after‘fhe

armistice was signed. Rates on certain commodities such
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coal, coke, ores, wheat, and packing house products were
increased vy a specified amount. No charge was to be
for less than 50 cents and the minimum car charge‘was to
be $15, and no freight rates were to be lower than the z
class rates per hundred-weight. Intre'state rates were
abolished in cases where there was an interstate rate
between two points and all state rates were leveled up
to the same level as interstate rates. <Traffic committees
were appointed in each regional district to deal with
questioﬁs arising under General Order Number 28, and in
the organization of these committees, the shippers were
allowed to have representatives to look after their interests
and to present their demands and complaints.

Freight rates were increased for the purpose of supplying
more revenue but passenger rates were increased for the
purpose of discouraging travel in order to have the equip-
ment for more essential pupposes, but in both cases the
desired result was not attained. The increased rates
did not bring in enough revenue to meet the mounting
expenses and passenger traffic was as heavy if not heavier
than before. The Director General estimmted that the
increased rates would yield $900, 000,000 annually.

There were maﬁy-protests against the increased rates,
a few as to the amount of the increase, but the greater
part, and these came to a large extent from State Rai}road
Commissions, were because of the distunbance which would |

result from putting the plan into operation and making the
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necessary adjustments afterwards.

Level of rates. 31.
(Average receipts in cents)

Per passenger Per ton
mile mile '
1919  2.541 0.973
1918 2.414 0.849
1917 - 2.090 0.715

The increase under General\Ordfr Number 28 was the
only general raté increase made during CGovernment operation.
The Railroad Administration refused to increase rates
after the ending of the war for reasons that will be

discussed later,

THE SHORT LINES.

The short railroad lines of the country presented
a peculiar and in some cases a more or less difficult
problem, in that they were not necessary to the Government
scheme of defense, and ﬁet they could not ve entirely thrown
upon their own resources because many of them were dependent
upon larger railroad companies\and most of them had agree-
ments or contracts with other lines which were very essential
to their successful operation. A Division of Public Service
and Acodunting of a Short Line Railroad Section was appointed
by the Railroad Administration to deal with the'problems
of short lines.

In the Federal Control Act, there was a provision

giving power to the Fresident to relinquish fvom federal

31. Report of the Interstate Commerce Commission, 1020,
Table X--p. 102.
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control, lines that were not needful or desirable. On
June 28, 19218, the Railroéd Administrétion released 2000
miles of short lines which were in that &Tass. These
lines released included some 1400 plant facility lines,
or spur lines that were for the use of industrial establish-
ments. Some lines wer released upon their own request.
After relinquishment these railroads were to receive no
compensation but were given protection against conditions
which might place them in an unfavorable position. Yhey
were to remain under the management of the owmers and
were entitled to all revermues and responsible expenses.
They received the benefit of several governmental agencies.
They were to receive equitable allotments of cars, a reclaim
of 2 days per diem on cars for lines not over 100 miles in
length; and the use of government purchasing agencies,
but fepairs were to be made upon the same basis as before
Government control. The division of joint rates among these
lines and the guarantee of the same proportion of competitive
traffic was to be upon the basis of that of the three
year test period. A co-operative contract which guaranteed
these lines against discrimination and deprivation of traffic,
was drawn up between them and: the Government.énd it was open
to the signature of the railroad officials at will.

There were different reasons for the release of these
short lines. Conditions were uncertain on some of them;
unreasonable demands were made by some of thém; but the

main reason was that these lines were regarded as a
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liability rather than as an asset by the Railroad Adminis-
tration. It was estimated that their operation during
1918 would result in a deficit of $20, 000,000 éxclusive
of any compensation; and they were not needed in the plan
of national defense; so it was deemed the wisest policy

to relinquish control over them.

, THE OPERATING DEFICIT .

The operating deficit incurred by the Railroad Admin-
istration has been the source of more cnitgém against
that body than has anything else that happenéd concerning
the railroads during the period of Government operation.
Some of the criticisms made concerning the Railroa_d Admin-
istration are just and the Administration recognized éhem
to be so, yett others, and among them the criticism con-
cering the operating deficit, are without much foundation.
The deficit was due to an increase in operating expenses
which was very much greater than the increage inooperating
revernues. If rates had been increased there would have
been no deficit but the Administration declined to raise
rates for reasons which will be discusséd later.,

Estimated excess of operating expenses and rentals
over operating revenues: 32. _

Class I Tailroads--=m=mm-=m=camcamumneee § 667, 513,151 .56
Other privately owned properties(smaller
railroads, sleeping and refrigerator -

car lines and steamship lines---v-meea-a 43,011,129.36
Inland waterways=eeeeeca- ———————— ——eem—— 2,449,738.69
Total===-- e e .- $ 722,974,019.61

Expenses of central regional organization 13,954,979.69
Deficit, Amer. Railway Express Company-- -38,111,741.60
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Adjustment of materials and supplies in

settlement with railroad companies on

account of increased prices-==-emcemcemcaua 85,204,618.26
Net Interest accruals for deferred com-

pensation, open accounts and

additions and bettermentseecea-a- mmme——— 37,558,162.01
Deductions from gross incomem-=rececccnn- 10,118,034.36
Miscellaneous profit and loss items-emw==- 4,894,056.38
' $ 912,815,611.91

Less non-operating income-e-=eccercecanan - 12, 336,855.35
32. Totaleerommmomrmcccccccccnc—- & 900,478, 756.56

- The latter figure, $900,478,756.56 is the total
deficit incurred by the Railroad Administration in the oper-
ation of all properties that were controlled and operated
by the Government yet that figure is not the one that we.
have read so much about in the propaganda of the opponents
of the Government ownership and in-the propaganda of those
who have been prone to criticise the Railroad Admwinistration.
The flgure that had been popularized so much is the first
one or the deficit incurred in operating the Class I
railroads. fhis amount however is not thevwhole deficit
incurred in connection with the Class I lines. This amount
($667,513,151.56) is the amount by which operating expenses
exeeeded operating revenues on Class I lines and does
not take into account the expense of the regional organiza-
tion, and adjustmerts that would have to be made. If all
of these were considered under Class I lines probably
much the greater share of the deficit would be found to

be due to the. operation of those lines.

32.Federal Control of Railroads Results in $900, 000,000 Defi-
cit; Railway Age, May 29, 1920; p. 879. From the Report of
Swagar Sherley, Director Division of Finance of the Railroad
Administration. .
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Railroad operating expenses had been mounting graddélxy
before 1917. 1In that year the first effects of high prices
were felt. In 1918 and 1919 increased wages and cost of
materials raised expense tut there was not sufficient rate
increases to meet these.

"Increased expenses were explained in 1916 by the
increase in traffic; one-half of the increase of 1917 was
dlue to the increase in traffic and one-eight of the
increase of 1918 was due to the same cause but none of the
increased expenses of 1919 were due to incafeased traffic."33.
The increase in operating expenses outdistanced the growth
in traffic, but more espefially it outdistanced the
increase in rates. A deficit off a railroad is due to in=
adequate revenues. Increased rates were not put into effect
by the Railroad Administration uaitil five months after
the Government assumed control; so there was five flonths
of heavily increased costs before rate increases became
effective while increased wages were made retroactive
causing the payment of maeh back pay. Director General
Hines is of the opinion that if rates had been increased
on January 1, 1918 there would have been no deficit prior
to November 1, 1919, and gives the following figures to
prove his statement: 34.

If increased rates had been effective January

i, 1918, the deficit would have been reduced $494, 000, 000
If for January and February, the railways :

had been paid a rental proportional to that

of the three year test period durirg those

moprths, instead of two-twelfths of a years
rental the deficit would have been reduced-- 49,000,000

33. Parmalee, J. H.--Railway Revenues and Expenses in 1919;
Railway Age, Jan. 2, 1920--p. 94. ’ ,
34] Hines, W. D.--Report to the President for TFourteen Months
ending March 1, 1920-Firancial Situation--p. 28,
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If the coal strike had not taken place it
would have been reducedeemeeeeecccecccccna= # 114, 000,000
A large amount was due to the sluwmp in
traffic in the first six months of 1919.
The total deficit during this time, in-
cluded in the £715, 000,000 was 292,500,000

But after November 1918 there might have been a
deficit even if rates had been increased eariier because
cperating costs were higher then than in the earlier part of
1918, There was also a sluwp in the amourt of traffic
during the earlf part of 1919 causing all railroads to
work under abnormal conditions,, and the coal strike came
during'the last two months of the year. These factors,
some of them unlooked for, decreased revenues by a large
amount. The Railroad Administration could have increased
rates had it desired to do so but it considered that the
wisest policy was to let them remain as they were because
conditions were too abnormal to permit the drawing of any
conclusions as to the amount of revenue that would be
needed and too, in formulating a rate policy it wanted
something that would be permanent. From 1914 until 1919,
freight rates increased 33.8% and passenger rates increased
27.9%, this increase heing only one-third as great as the
increase in railroad expenses. We can thus see why a
deficit was incurred by the Government while it was operating
the railroads.

The Railroad Administration has been accused of making

the cost of operation excessive, or more than it would have

been under private management, and while it is thue that
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the central and regional organizaﬁ?ons were an expense
that probably would not have been necessary under ?rivate
management yet the expense necessary to the upkeep of these
organizations was only a véry small part of the total oper-
ating expenses. The Razilroad Administration claimed
quite substantial savings. due to consolidation of offices
and to the elimination of some high salaried officials
yet these savings were probably more than eaten up by
the central and regional organizations. Both amounts
were so gmall in comparison with the total amount of
expenses that they would make but little differernce in
the final outcome of the finances. If there was waste
and excessive costs in other departments it was more
thah.likely due to the railroads' own officials because
the Government retained all the old employees that it
could. There has been some criticism of railroad em-
pPloyees regarding this matter. Some have claimed that
railroad employeces made costs as great as possible in
order to turn public opinions against Government opera-
tion and while this might be true theee has never been
and evidence adVanced‘to prove the claim,

A comparison between the expenses of the railroads and
the United States Steel Corporation: 35.

Expenses of the United States Steel Corporation:

1914 $ 494, 000, 000

1918 1,240,800, 000 .
A total increase of 151%.

35. Hines, W. D.--Director General Hines Answers Criticisms
Railway Age, February 6, 1920--p. 413.
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Operating expenses of Class I Railroads:

1914 $ 2,140, 000, 000

1919 4,324,000, 000

' A total increase of 102%.

In the case of the Steel Corporation the Public
assumes that increased expenses were due to enlarged
production and to higher costs, but in the case of the
railroads it assumes the tncrease to be due to the mistakes
of the Railroad Administration. But the railroads under-
Government contr'ol were subject o the same influences
that increased costs in other industries and it was these
influenses; working upon operating costs and not mis-
management on the part of the Railroad Administration,
that caused therlarge increase in operating expenses.
Conditions growing out of the war affected all industries
alike and the railroad dollar was just like any other
dollar when it was spént. It would buy as much but no
more than any other dollar.

From 1914 until 1918, the tonnage of finished steel
products of the above corporation increased 55% and the
incfease in per ton cost was 61%. <The increased service

of the railroads from 1914 until 1919 was 26% and the in-

creased cost per until was 60%. 36.

36, The year 1918 was taken for the steel indusiry because
the figures for that year were the latest available at the
time lMr. Hines woote his article and because private in-
dustry was subject bto unfavorable conditions during 1919
that were not present fluring 1918,
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The Administration has also been criticised for ex-
travagant increases in wages. A comparison of railroad
wages will be made with those paid in the steel industry:
United States Steel Corporation:
1913 Labor costs per ton - $15.13
1919 (March) Labor costs per ton 34.61
An increase of 119%.
The average increases in railroad wages flor the same
period was not over 100%. |
There is also the claim that there was an excessive
nimber of railroad employees. It is true that the number
of employees'increaded but this was due to conditions
which were not under the control of the Railroad Admin-

istration. These have been mentioned before and need not

be referred to here. 37.

1917-1919=--Increase in nmumber of employeeSe=-=—w=a 9.7%
1917-1919~-Decrease in number of hours worked---- 5,99
1917 --Average hours per month of WOorkem-mme== 261.4%
1919 -=Average hours per month of Worke--w=-a 218.5

Local railroad officials controlled the hiring ofl men.
There were 140,000 more men at work in Japuary 1919 than in
December 1917. This was partly due to the Adamson Law
but more largely to the fact that because of the open
winter in January and February 1919, a great amount of
mainterance work was done.. Officials took advantage of
the good weather and a good labor supply to do a large

amount of delayed maintenance work,

37. Page 83,



Following, is a table comparing the expenses and
N
revenues of the railroads during the three year test

period with those during 1918, and 1919.
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38. (000 omitted)

Item 12819 1918 Test period
Operating revenue $ 5,184,230 & 4,926,594 § 3,395,231
Freight 3,556,734 3,458,191 2,380,943
Passenger 1,178,120 1,032,671 689, 410
Mail 57,441 53,563 83,236
Express 127,664 126,232 59,891
A1l other 264,271 255,937 181,751
Operating Ixpenses 4,419,989 4,017,210 2,297,162
Maintenance of way :
and structure 778,105 656, 601 407,111
WMaintenarce of '
equipment 1,232,702 1,110,280 567,665
Traffic 47,538 48,741 61,741
Transportation 2,193,264 2,056,479 1,158,763
General 125,437 112, 319 82,538
All other 42,943 32,791 19,344
Net operating revermue $ 764,241 § 909,384  $1,098,069
Taxes 199,194 186,966 152,427
Uncollectidble - 917 614 721
Operating incoge 564,130 721,804 944,921
Net rentals " Dr, 48,337 Br. 28,693 Dr. 39,761
Net operating income 515,593 693,111 905,160
Operating Ratio (% 82.26 81 .54 67 .66

The table above provides a good means for making a com=

parison between operations during the test period and during

1918 and 1919. The table shows a much greater increase in

operating expenses than in operating revenues.

The differe

ence of 27.60% in the operating ratio between the three

year test period and 1919 shows what happened to railway

finances during Government operation.

Thus it is seen that the deficit incurred was not the

38. Railway Tarnings in 1919-Railway Age, Oct. 29, 1920--

p. 756. From Statistics compiled

Economics.

by the Pureau of Railway
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fault of the Railroad Administration, rather it was due
to the conservatism of that body in defferring the rate
incfease until it could be sure of the basis upon which
the increase was to be computed. <The abnormal conditions
exisiing during 1919 were very unreliable as a basis upon
which to construct a permanent rate policy. If rates‘had
been placed on a par with prices in every other industry
there probably Wduld have been no deficit. But if rates
had been increased, Director General Hiﬁes dlaims that
there would have been the loss to the public in either
case. In the first place the deficit will have to be
pald by  the taxpayers of the country and if rates had
been increased,'fhe shippers and consumers of pgroducts
would have paid the price. It certainly makes a great
difference though who pays the cost, If it‘is paid by
taxation, every taxpayer in the country helps bear the
burden whether he ships anything or not, but if shippers
and consumers pay the cost, the burden falls upon those
who receive the benefit of the service and the latter is
certainly the more just method of paying the costs of
transportation, although in this particular case the
Railroad Administration thought that the people who used
the services of the railroads should not be required to
bear the expense of conducting a war, the increased eX=
penses of the railroads being in a large par t due to
conditions srowing out of the war. Director Gereral Hines

1s of the opinion that private operation would have cost
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more than Government operation because private operatiop
would have ercountered the same difficulties that Govern-
ment 6peration encountered and would have been less a?}e
to take advantage of many of the important economies that
were accomplished through(unification and which helped
parfly to offset the increased costs.

Probably the reason we have heard so mgvh concerning
the deficit from the oﬁponents of the"Government operation
is because that was the strongest point of attack in
turning public opinion against Government operation. The
deficit was a tangible thing expressed in money, and
people could understand it easily. The condition wf the
property wiich will be discussed 1atér, 39, was certainly
of much more concern to the railroads than the deficit
which the Go#ernment.incurred and which the private
companies would not have to pay. There was nothing about
the deficit to worry or cause anxiety to the private
owners but the condition of the properyy was a cause of
anxiety, yet 1ittle_was sald concerning this ih the pro-
paganda spread by opponents of Government operation.

What the private owners wanted, was the return of their
properties and they were peXTectly justified in wishing
for this, but in endeavoring to secure the return of
their properties they should not have criticised the

]

Railroad Administration for samet hing that it could not

help.

39, Page 106
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It can never be told whether the railroads could have
been opera@ed better and cheaper under private management
during the‘ﬁar because the expenses that would have been
incurred under private operation will never and can never
e determined. We: do know that the Government assumed
control of the railroads because private management under
the existing laws and regulations failed to provide the
amount of transportatiqn service that the country needed_
in order to suééessfully wage a war. Effiéiency in trans-
portation involves the expedition with which fraffic is
handled and the promptness and regularity in supplying
- cars and this is especialij important in time of war,
. as well as the vOiUme of traffic moved. This is where
Government operation was perhaps superior to private

operation,
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THE BENEFICIAL EFFECTS OF GOVERNMENT OPERATION,

When everything concerning the conditions surround-
ing the railroads just prior to and during the period of
federal control is known, probably most people will agree
that the Government operatibn was the best and only
program for the railroads of the-country at that time.

In all probability, every individual interest in the
country, whatewer its nature, benefitted thndugh Govern=
ment operation of the railroads; and the railraad owners
benefitted most of all yet they are the ones who hawve
criticisé&d Government operation most. DPerhaps they
~should not be criticised too much for thisvatﬁitude.“
They knew there were people in the country who were in
favor of Goverrment ownership of the railroads and they
also knew that while the railroads were under Goverrment
control an epportunity exis@ed for the continuanée of“
an experiment.in @o#ernment ownershi§ and if such an
experiment were carried to a success, they would never
secure control of their property again. The railroad
owners tried to influence public opinion in their directions
in order that they might secure qoﬁtrol of théir property
again. This was probably the reason for much of the |
criticism that was directed against the Railroad Adminis-
tration. | / | |

There were threc decided advantages that accrued to

the railroads throush Government operation. 40. The first

40. Clark, Hamilton&lloulton-Readings in Economics of the
War--p. 349.
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of these was the ‘insurance of an income during é period
of uncertainty, during which time they were caught between
two forces, fixed rates on the one hand and édvancing
costs on the other. Owners were relieved of the anxiety
of senﬁring a favorable income and could thus give their
- whole time and effott to other railroad matters.

Secondly, the owners were feeed from the dangér
of continually maturing obligations which erdinarily they
would have beeﬁ/able to meet but which could not be
, proﬁided;for under the existing conditions. | 7

| Thirdly, they were provided with the means of making

improvements and hetterments which were badly heeded, at
a:time when their credit would not allow them to make such
improvements unafided and at a time when such provision
could be practically had through G overnment orders
designed to place such requirements ahead of private
concerns. |

Government operation also protected the investors
in railroad securities. There is not much doubt but thét
Government operation saved all but the very strongest
lines from insolvency or a condition approximating it,
If investors had not recéived their income from railroad
securities, more than,likely business over thé whole
country would have been dislocated at a time when every
cent of money that could be obtained was needed and when
the success of a great many industries was of prime impor-

tance in our military operations. If the railroads had
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become insolvent [ investors in railroad securities would
not have received their income from this source, nor would J
the securities have been worth much. These investors
would have been unable to pay their debts and this con-
dition would have expanded until every class of business
would have been effected. It would be difficult to imagine
the real condition in which the business of the country
might havé been placed if the majority of the railroads
had beeome insdivent before any aid was available.

America would have been practically powerless as a parti-
cipant in the war.

Then there are the benefifs accruing to the general
or shipping public in being able to secure cars prbmptly,
or at least more promptly than would have been possible
under private control.

Railroad labor also received many benefits in the
form of higher wages but these have been discussed and
will only be mentioﬁed here.

But the greatest benefit, and this has been discussed
to some extent before, is that which accrued to the
nation, and to the world for that matter, in the winring
of the war by the Allied nations. In time of war; the
railroads of a country are first in importancé after its
army and navy, and in the latée War.an army would have
accomplished but 1little without the support of an effic-

ient transportation system.
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THE APPARENT DEFECTS AND CRITICISWMS OF GOVERIMENT CONTROL

0f course, as was to be expected, some disddvantages
resulted from Government operation, but these affected only
the individual railroads and were connected with the return
of the railroads to the private owners. They were pro=-
hlems of only temporary importance and would be righted
as soon as normal conditions returned. The most important
of.these problems was with regard to traffic. During the
war traffic was diverted froﬁ'customary channels ,and
routed over the most direct route or over the route best
able to carry it. This took away traffic from some lines
and gave extra traffic to other lines. The lines who
lost traffic would try their best to regain it after
they were teturned to the owners and the lines that had
gained traffic would try just as hard to retain it. This
would result in keen competition and cause some difficulty
in makineg the proper adjustments.

| Another evil was thellaxity in executive morals.

The officials of the railroads would not exert themselves
as they d;d under prbvate management. They were freed
from financial responsibilities and there is a probabiiity
that they were not as economical zs they might have beén.

Another bad'effect claimed for Government operation
but which is not i;herent in Goverment operation, and
which nearly all authorities admit to be true, is that the
Government did not turn the property back to the owners

in as good condition as it was when taken over. The



107
condition of maintenance is amore or less tntangible
thing and is hard to determine by riding over a railroad
or making a hurried inspection of the properfy. One has
to consider a great many‘different factors in comparing
the condition of the property of two periods. One of these
factors is the price of materials. If the price of
materials wés twice as high in one period as in another
twice as mgch m?ney would have to be expended to keep up
the same maintenances work. The sums of money expended
in such a case are not as good a guide to maintenaree costs
as are the amounts of materials used during the two periods.
The amounts of materials can be easily compared but amounts
of morey in periods of different prise levels are apt to
be misleading unless very great caution is used in ine-
terpreting them. . In making a comparison between the
different amounts of materials used, one must also con=-
sider " the | - i-amount of new mileage constnucted
which did not exist in the first period. These consider-
ations are sufficient to show that the question of deter-
mining the condition of tazilroad prbperty in two different
periods is ammore difficult problem than many might
imagine.

The Government in its contract with the iailrbads
promised to return the property in as good condition as it
was when taken over., The owmers claim that maintenace
was not kept up to the standard and that not enough

equipment was bought. Tbe Government was restricted



108
in its policy of making improvements because of the short-
age of labor‘and of meterials. During 1918 the policy
of the Administration was to make only such improvements
as were absolutely ﬁecessary for war purposes. Labor
and material were needed so badly in other war aétivities
that only the most urgent improvements weré méde on the
railroads. In 1919, the Administration planﬁed extensive
improveﬁents ang started work on them buﬁ when Congress
adjourned on March 4; 1918 without making any appropria-
tion for railroad maintenance work much of this work had
to be left unfinished and much that was planned could not
be carried out. Conbress refused to appropriate meney
for improvememts because of the approach ot the termina-
tion of federal control. Congress would have sanctioned
improvements if the railroads had agreed to pay fof them,
it the railroads would not do this and Congress fould
not make the improvements because if was thought that
the benefit would acérue to the private owners.

Some statistics will new be given in order to show
what the condition of the property was when given back
as ccmpared‘with tts condition when the Government
assumed control of it. The only manner in which such a
compatison can be made is by giving the amounts spent on
maintenance work during Government operation and for a
few years prior to Gover ment operation, the amounts of
materials‘used in such work, and the amount of new

equipment bought.
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Amount spent for maintenance work: 41. (000 omitted)

1919 1918 Test Period.

Maintenance of way and
Structureseec-ccacaa $ 778,105 $ 656 601 $ 407,111
Maintenance of equipment$l, 232 702 1, 110 280 567,665

This table shows that much more was spent dufing
Government operation than during the test period tut it
does not take into account the difference in the price
of materials and labor during the two periods. The price
of materials uéed.in maintenacne work and of labor was
much higher in 1918 and 1919 than during the three year
test period. Less efficient labor was used in mainten-
ance work during Govérnment operation than during the test
period and improvements were made as quickly as possible,
80 there is a possibility that the maintenance work done
during @overnment operation would not be as lasting as
that made during a dkfferent period. The following
table shows better what the Government did regarding
maintenance work.

Rails and ties used by the Government. 42.

Rails laid Ties inserted on

roads
Test period 1,328, 318tons 94,835, 433
1918 1,111,638 " 86,400, 021
1919 1,350,000 " 85,000, 000( estimate)

These figures would indicate that the Govermment did

not keep the maintenace work up to the standard. More rails

41. Rallways Barning in 1919-Railway Age, October 29, 1920
--p. 756. Statistics from figures of the Bur, of Raﬂlway
Economics,

42. Maintenance of Way by the Railvoad Administration-
Railway Age, January 2, 1920--p. 57.
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were laid in 1919 than during the test period but the
increase would not counterbalance the decrease of 1918
as compared with the test period. The amount of ties
inserted fell of heavily during both years of Government
operation as compared with th etest period.

Equipment in use at the close of each year given: 43.

Locomotives. TFreight cars Passenger cars.
excluding cabooses.
1916 /65, 595 2,329,475 55,193
1917 , 66, 070 2,379,472 55, 939
1918 67,936 2,397,943 56,611
1919 68,802 2,428,049 56,240

These figures indicate that more equipment was in
use during federal control than at the end of the two years
just preceding. These figures might not mean as muah as
they seem to, however, because they show the condition
that existed at one particular time. If another date had
been taken the years 1918 and 1919 might not have made
such a favorable showing and jet they might have made

a better one.

Number of cars and locomotives built: 44 (includes
Canadian output)

Locomotives Passenger cars F¥reight cars

1916 2,162 466 101,372
1917 3, 668 1,481 81,767
1918 . 2,585 1,969 119,363
1919 40035 18839 135,001

Equipment added during federal control: 45,

43. Report of the Interstate Com. Com, 1920-Table Ii--p. 90.
44, Thompson, Slason, Railway Statistics of the United
States, 1919--p. 47.

45, Hines, W. D.-~-Report to the President Bor Fourteen
¥onths ending March 1, 1920--p. 32, ‘
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‘Purchased Lty the Constructed Purchased Total
railroads. in Railroad by Railroad
shops. Administration

Locomotives 1,910 393 2,114 4,417

Freight cars 25,600 12,909 95,704 134,213
Passenger cars 700 10" 000 eeee- 807

These figures make a more favorable showing than those
for maintenance. More equipment was added by the Railroad
Admiﬁisfraiion’than_by the private companies during the
years 1916 and 1917, expepting passenger cars, and the
Administration ;urchased no new passenger cars. The
passenger cars that were returned to the owners were cer-
tainly in a much worse condition than they were.when they
were taken over because they had gome through two years
of the roughest service possible.

Capital expenditures dﬁring federal controly 46.

Railway and track $ 541,000,000

Improvements to existing equipment 40, 000, 000

New equipment purchased by railroads 225, 000, 000
New equipment purchased by Railroazd

Adminmistration 357, 000, 000
Estimated expenditures for January '
and February 1920 37,000,000

Total $1200, 000, 000

Investment account of the railroads as of December 31
for each year given: 47,

1916 § 17,842,776, 668
1917 18,574,297,873
1918 18,984, 756, 478
1919 19,272,911, 023

The Govermment made some capital expendiﬁures as these'
last two tables show. For the greater amount of these.

expenditures it would be reimbursed by the railroads

46, Hines, W, D,--Report to the President for Fourueen
Months endlne March 1, 1920--p.33.

47, Report of the Interstate Commerce Comm1531on 1920,
Table IV--p. 100.
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according tozthe“terms of its contract with the roads.
Only necessary war improvements were to be paid for Ly
the Government.
| Probably the chief criticism regarding the equipment
is that the Government did not make the necessary additbons
to equipment and mileage that are generaily made in normal
times; The Administration did rot agree to do this nor

-

did the rai]ro§ds under private management do it in the
few years just preceding Government operation. The @ov-
ernment agreed to return the property in as good condi-
tion as it was when it was taken over but did not agree
to make additions and betterments than would last for
many years in the future and which were not a war necessity.
Opponertbs of Gévernment ownership have been inclined
to hold the Railroad Administration responsible for the
claims made Wy the advocates of Covermment ownership during
normal peace timés, but such an attitude is unwarranted.
The Railroad Administration should not be held responsible
Tor such bontentions when it was allowed to do only what
Congifess said it should do.
Neither should the Govermment be held responsible for
what advocates of Government claim it will accomplish.
The CGoverrment did not assume control of the'railroads as
an experiment in Covernment operation, If it had it would
not have been so anxious to return the lines to their

owners. It would have maintained control over them for =

period of years in order to discover what such a plan could
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accomplish duriné normal times, During a war is not the
proper time for testing such plans. There are a few who
claim that lr, McAdoo wanted to show that the best results
could be abcomplished under Government operation, and
who criticise fhe manner in which the railroads were
operaté@uduring the period of federal control but they are
probably unjust in their ckiticisms. Officials did thiﬁk
that the best results could be obtained under Government
operation else the Government would not have assumed con-
trol of the roads but Mr. McAdoo’héd no thought of making
an experiment in @overmment operation when he was Director
General. The idea paramount in his miénd was to make
the railroads: function 8 as to serve us best in our
military operations. However, in his attempt to unify
railroad activities, he had to emplpy many plans and
policies that would be used in a scheme of Government
ownership. MNr. AcAdoo is an advocate of Government
ownership of the railroads but that is a guestion which is
entirely separate frop his manage@ent of the railroads

while the war was being wacged.

THE END OF THE WAR

The end of the war in November 1918 changed the con-
ditions surrounding the railroads and necessitated changes
in the traffic policy of the Railroad Administration, some
of which have heen discussed already. President Wilson

specified in his proclamation that the.railroads would be
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restored to the oﬁners within twenty-one months after
the war ended. After the war ended, the Administration
went to work formulating policies that would aid in
restoring the railroads to their owners. Plans were put
into oﬁeratidnfwhich would place'the railroads upon a
basis approximating that of normal times before they were
given back to the owners. The Administration recognized
that it could not permit affairs to go along in a haphazard
way and finally throw the lines back upon their owners
without making some provisions for such a ehange.

One of the firs t things dare in trying to restore
normal cperatipg conditions was the establishment of a
Dirvision of Public Service with Mr. Max Thelen as Rirector.
The work of this organization was to improve relations
with state commissions and to deal with relations between
the public, the railroads, and the Railroad Administration.
Equipment was also relocated with regard to ownership.
Foreikgn cars were started toward the home line. During
the coal strike in the latter part of 1919, the Railroad
Administrationﬂwas charged with the allocation and dis-
tribution of coal and in doing this it had to scatter the
open top cars but they were soon relocated after the
strike ended. The relocztion of equipment gave a better
chance for railroading at home. Railroad lines were re-
grouped, expecially in the Southwestern Region, and on
all lines shippers were given more control over the routihg

of their freight. Wartime demurrage rates were also re=
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duced tovthe pre-ﬁar basis. During this time the railroads
made many demands upon the Railroad Administration tut
most of them were refused because it considered that the
granting of these requests would be favoring prijate oper-
ation at Government expense.

In May 1919, President Wilson anncunced to Congress
that the failroads would be returnéd to the owhers at the
end of the year. This placed upon Congress the respom-
sibility of passing satisfactory legislation under which
the lines could be restored. Restoring the lines upon
a basis satisfactory to all concerned was a difficult
task and required much careful thought and consideration
upon the part of @ongress. The vast majority of the
people with the exception of the railroad employees, were
disgusted with Government operation and were more than -
willing that thellines should go back to the private
owners, but time was required in order to décide upon what
basis they should be returned. In his speech to Congress,
President Wilson gave no policy for the futmwre of the
railroads. He left the whole question in the hands of
Congress. The Democrate washed their handsocof the
railroads and the Republicans were réluctant to assume
the problem themselves,; this accounts for tﬁe delay en-
countered in securing adequate railroad legislation.
However, both President Wilson and Director Ceneral
Hines deamed it to be the best policy that the railroads

should he restored to the private owners . The Interstate
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Commerce Commission also voieced the same opinion in the
following:

"Considering and weighing as best we can all the
arguments for and against the different plans, we are led
to the conviction that with the adoption of appropriate
provisions and safeguards for regulation under private
ownership, it would not be wise nor best at this time
to assume Government ownership or operation of the
railroads of the country." 48.

Aftef the President announced that the railrcads
would be returned to the private owners, numerous plans
were advanced for solving the problem. The framers of
nearly all of these programs had some particular interest
in view whem framing their plam; accordingly, each made
his plan with a view to benefit those interests. The plans
advanced were of three generalytypes. The first type
was represented by the plans of the Interstate Commerce
Commission, of the Railway Executives, and of Mr. David
Warficld, Pres;dént of the Association of Railway Security
Owners. <The second type was represented by the Plan of
Director General Hines, and the third type by that of
Mr. Glenn. E. Plumb, a lawyer of Washington, D. @.

The plans bf the first type remained close to the
underlying principles of the past. The weak points of
past regulation were recognized and the framérs sou ght
to eliminate them. Government regulation and a better
rule of rate meking were sought. These plans rested
upon private qwnership; federal incorporation; the Fegula-

tion of security issues, a Cabinet position of Secretary

of Transportation which should have chief authority in
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railroad matters, 1l&aving the Interstate Commerce Commission
with only quasi-Fudicial functions; a rule of ratemaking
to be recognized by statute; and wage boards to be organized,
when necessary, and wage costs to be considered as an ex=
pense in rate making.

The second general type of plans provided for govern-
ment partnership to the extent of a guaranteed return on
railroad capital; for consolidation into a few strong
systems of railroads; and for the participation of labor
and of the Govermment, in excess returns over a guaranteed
amount. <Yirector CGeneral Hines view on the whole railroad
problem is givenm in the following quotation: 49.

"I do not personally believe in Government oWnership.

I believe that there can ve a form of radically reconstnuc-
tive private ownership with such close Govermnment super-
vision including govermment representation on the boards

of directors as will give the public and labor all the
benefits of govermment ownership and at the same time

will preserve the benefits of private and self-interested
initiative and will avéid the political difficulties which
perhaps are inseparable from govermment ownership."

Director General Hines also believed that some of the
pobicies which were used under Government operation should
be continued under private management in order to promote
the greatest degree of public convenience and economy. Only

the most important of these will be enumerated. They

have been discussed before and will only be mentioned hew.50.

49. Parmalee, J. H.--Proposals for Solution of the Railway
Problem, American Economic Review, June 1919--p. 394,

50. Hines, W. D.--Report to the President for Fourteen
Months ending *arch 1, 1920--p. 38.
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Unifications of systems and of terminals,
Standardization of equipment, repait shops, and
wages and working conditions.

Pooling of equlpment

The permit system in handling trafflc.
Consolidated freight classifications.

Control of export traffic.

Consolidation of ticket offices.

Uniform rules of car distribution.

9. Bipartisan boards to consider labor problems.
10. Routing of traffic. :

11. Use of common time tables.

12. Representation of the shipping opublic on rate
making committees. )
13. Use of single trakk parallel.lines as double lines.

e e o & & o

It is obv1ous that the continuance of the above
arrangements under private control would be the best thing
that could be done so.fer as economy in management and
convenience t o the shippers are concerned, but there are
difficulties that interfere with the contiruance of some
of these plans. Mr. McAdoo, who also believed that these
plans should be contirmued under private operation, points
out the difficulties to be encountered when he says?

"ewww-Competition and self-interest dictate that when
the roads are under private control each carrier gets as
much business as possible and keeps it regardless of the
fact that the aggregate result may be wasteful and unecon-
omical. TFor instance when two or more competing lines
operate between two important cities, the convenience of
the public can best be served if alternating trains be
operated at $hort intervals over the different roads.
Competition however, always results in each of the roads
"bunching" its trains at times when the demand for traffic
is heaviest. Competing lines can hardly be expected to
route freight over the routes of competitors even though
these competing lines may have the shorter routes and be
able to handle this particular traffic more economically.
Lines with advantageous terminal facilities cannot be
expected under private control tio place such facilities
at the disposition of competitors operating under less
favorable circumstantes. One company will not forego
lodding and hauling traffic even though this seriously
embarasses the general situation because its connections
cannot conveniently receive and dispose of the traffic.
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Private carriers may not enforce rules which, although
designed to bring about efficiency and economy, might
drive business away from their lines. All the waste
resulting from these practices and running into husge
costs is paid for by the public in the form of higher
rates." 51,
_The third general type of plans, represented by the
Plumb plan, provided for Government ownership outright.
It prqvided for the purchase of the railroads_}y the
Governmeﬁt and then for the turning of them over to an
operating corporation, administered by a board of directors,
part of whom were to be elected, the others to be appointed
ty the President; for the division of reverues between
the Government and the operating corporation, the latter
to pay its share to labor as a dividend; for the fixing
of rates by the Interstate Commerce Commission and for
the settlement of labor problems by boards appointed
for that purpose. This was the oﬁly seriously considered
plan which provided for government ownership.

All of the plans advanced gave evidence that their
framers saw the gravity of the transportation situation
and bhe need for a good system. Also that we needed a
fuller and more strict governmental regulation, =nd better
provision for adequate revenues. However, none of the
above plans were considered as the one under which our
railroads should operate after being returned to their

owners. None of the contained all the provisions that

Congress considered necessary if the railroads were to have

51. McAdoo, W.G.--Statements before the Interstate Commerce
Committee of the United States Semate, Jan. 3 and 4, 1919
"""‘po 16.
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a satisfactory basis upon which to operate. Of the above
plans, that of Senator Plumb attracted most attention, not
because it was the best on but because of it radical departure
foom past experience.

Two plans not yet mentioned were the dnes which most
attracted ihe attention of Congress. These were the Cummins!
Bill, introduced by Senator Cummins of Iowa, in the Senate, "’
and the Esch Bill, intpoduced by Representative Esch of
Wisconsin, in the House of Representatives. There were in
Congress so many differences of opinion regardihg railroad
legislation that none was passed by the end of the year 1919
with the result that the lines were not returned to the
owners as had been planned and they could not safely be re=-
turned without proper legislation to protect them. President
Wilson saw before the end of the year the'the proper legis-
lation would not be ernacted for Beturing the railroads; so
on Décémber 24 he issued é proclamation extending the period
of federal control to March 1, 1920 and stating definitely
that the roads would be returned to ttheir owners on that date.
The above bills Were passed by their respective house, the
Cummins Bill on December 20, 1919, and the Esch Bill on
November 17, 1919. However neither House would agree upon
thé bill of the other. Finally the two tdllé were submitt ed
to a conference committee composed from members from both
houses of Congress. This Eonnittee refised the two bills and
on February 18, 1920, reported to Congress what it had done.
The bill framed by this committee, known as the IEsch-

Cummins Bill was acceptable to both
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houses of Congress, the House of Representatives passing it on
February 21 and the Senate on February 23. On February 25;
the bill wase sent to the President for his approval and sig-
nature and on Bebruary 28 he signed it, thus makibng definite
what was to be done with the railroads.. The Act as sipned by
the President provided among other provisions which will be
discussed in the section immediately following, that the
railroads should be returned to their owners at midnight on
March 1, 1920;’

THE CUMMINS' BILL, THE ESCH BILL; AND THE ESCH-CUMININS BILL.
The main provisions of the Gummins bill, the Esch Bill,

and the Esch-Cummins, or the Conference Committee bill, are

given in order to show the principles upon which the new

railroad legislation was based. The different bills will

be considered collectively in order that the differences and

changes may be noted.

I. Ownership.

Cunmmins bill:

Private ownership. All lines were to be consolidated
into not iess than twenty nor more than thirty-five large
systems, made lawful by'the approval of the Int er-
state Commerce Commission.

Esch bill:

. Private ownership and consolidation to the extent
that the Interstate Commerce Commission approved.

Conference bill:

Private ownership. The consolidation imbo systems
was to be voluntary upon the part of the carriers.
The Interstat ¢ Commerce Commission
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was to work out a general plan of consclidation
which might be accepted by the carriers.

2. Operation. |
Cummins bill:-
Private, under Government regulation; the regu-
lation to be by a Federal Transportation Board.
vcomposed of five members to be appointed by
the President. The Interstate Commerce Commissipbn
was/to have a quasi-judicial funotion,w
Bsch bill:-
Private under Government regulation; regulation
to be bywihe Interstate Commerce Commission.
Conference biil:-
Same as under the Esch bill.
3. Securities.
All thfee plans provided for CGovernment regulation
of the issue of securities.
4. Cuaranteed return.
All three bills provided for guaranteeing the present
standard return for a period of six months. The
lines which did not ask for increased rates inside
of sixty days after the términationgof Federal
controlldid not receive this privilege, however.
This provision was inserted in order that the
roads might not be short of ready money during
the period of change when they were restored to

the owners,
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5. Debt:=

Cummins bill:-

Funding of the carriers debt to the Government

for ten years at 6%.

Esch bill:- »
Funding of the debt, less rentals owed ly the
Government for fifteen years at 6%.

Conference bill:-

Funding of the debt for ten years at 6%. The
carriers were to give such security as the
President might prescribe.

6. The revolving fundﬁ

/,Cummins bill:=-

There was to be an individual reserve for each
line for its own credit. There was also to be
a general contingent fund created by the strong
lines for the benefit of all.

Esch bill:-

There was to be a fund of £250,000, 000 created
by the Covernment. This coﬁld be loaned to
needy lines for periods of five years if they
made application for such loans inside of
twenty-six months.

Conference billé-

Same as the Esch bill, except that the amount
was $300,000,000. This appropriation was to
enable the carriers to buy equipment and make

improvements during the period of transition if
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they were unable to finance such undertakings
themselves.

7. Valuation:
Was to be by the Interstate Commerce Commission
in 211 three plans.

8. Rates:
Cummins bill:-

Present rates were to be contimued until new
ones were approved by the Interstate‘Commerce
Commission. The country was to be divided into
rate districts with special consideration as
to conditions existing in eadli The Interstate
Commerce Commission was to allow rates fha?
would permit a return of 5% on the valuaf;on
of the property in each rate croup, plus 3%
which might be used for improvements. In five
year periods, the 54% basis could be raised or
lowered.

Eseh bill:-

Was tﬁe same as the existing regulation except
that it provided that the Interstate Commerce
Commission should make both maximum and minimum
rates instead of maximum rates only.

Conference bill:=-

The existing rates were to remain in effect

until September 1, 1920, unless a change was

allowed by the Interstate Commerfe Commission.
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The Interstate Commerce Commission was‘given
power to establish both maximum and minimum
rates and was to establish rates that would
allow a return of 5%% upon the aggregate
valuation of all railway propefty in the rate

| making group, plué 1% which might be used for
additions, improvements and betterments. All
of the‘rerurn in excess of 6% was to be divided
eq@ally between the partitular carriers reserve
fund and a contingeht fund establishéd by the
Goverrment from which loans might be made to
weak lines for the purchase of eqﬁipment and
other purposes. All carriers that wanted to
receive the benefit of the Govermnment guaranty
of income were to make appeal for higher rates
withing sixty days after Warch 1, 1920.

9. Labor:
Cummins bill:-

Three Regional Boards of Adjustment, having
threeimembers each of employers and of employees,
on each board, were to be created. These boards
were to decide all lator disputes other than
those relating to wages. A committee on Wages
and Vorking Conditions was to decide all gues-
tions relating to wages and working conditions
and to decide cases when appeals were made to

it by the Regional Boards., This Board could
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appeal_in turn tovtheurederallTranspprtation
Board whose decision was final, Strikes and
lockputs were made illegal.

Esch bill:i- 7 o -
Three Boards of Adjustment to decide all
éuestipns Within‘the three ciéssificatipp Qf
employees, (trainmen, shopmen, and all other
employees) were to be created. Thesé goards
were to be composed equally of repreqenfatives
of the employees and of the employers._u$he
one representin@tt;ainmen was to have eight
members, that regresenting_shopmen to have
twelve members, and that representing all other
employees to have eight members. Three Com-
missioners on Labor‘Disputes were tovbe selected
to hear all appeals. <‘here was no legislation
against strikes and lockouts.

Conference bill:-
A voard to be known as the Railroad Lavor Board
coﬁbséd of nine members, the eml gyees, the em~-
ployers and the public being equally represent ed,
was to be created. The members of this board
were to be appointéd by the President of the
United SthAtes by and with the consent of the
Senate, and the central office of the Board
was to be in Chicago.,

The carriers and their employees were permitted



to establish Railway Boards of Labor Adjustment.
These were to deal Wiﬁh‘gll_questiops except
wages,,the Railroad Labor Board having cpg;ge

of this question, and if they could not Teach
an'agreement they could appeal_ﬁo the(lattgr'
‘voard. The Railroad Labor Board could investi-
gate and deqide‘éuestions upon its own mption,
at_the'reéuest of the chief official if a
carrier, and on the petition of onc-hundred
unorganized workers.

There was to Te compulsory‘submission of all
labor disputes to the Railroad Labor Board if
they were not decided Ty the otherknamed boards.
The decision of the Railroad Labor Board was
final. However, there was no punishment provided
for violation of its awards.

The section of the bill dealing with labor
required more attention than other parts.
Railway employees were ficghting against the
carriérs going Back to the owners and used all
their influence with President Wilson to keep
him from signing the bill. The Conference
Committee drafted this section of the bill to
coincide with the views of Director General
Hines, whose views coincided with those of
President Wilson.

10, Boards.



Cummins pill:- B S
A Federg@»B:anSportatiqn‘Board, and the Inter-
state Commerce Commission.

Esch billf; -
Both the Esch bill and the Conference bill '
provided for one body; the Interstate Commerce
Commission.

Thg Interatate Commerce Act was amerded so as to
give“the Interstate Commerce Commission the following
incfeased Dowers:

1. The establishment of both maximum and minimum
rates.

- 2. The control of car service in emergenéies, and
the fouting of freight.

3. To compelt the joint use of terminals; and to
give priority to amny class of freight needing such.

4., The Commission must give its approval before
additions, betterments, or abandorments can be made.

5. Complete control of the railways in case of war
or threaterdd war;

6. Interlocking directorates in the case of railways
was prevented without the appfoval of the Inteestate
Commerce Commission.

7. The membership of the Interstate Commerce‘Commission
was increased fron nine to eleven members and their sal-
aries were increased from $10, 000 to $12;000.

Thus the railways of the country were restored to
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their private owners. ‘his legislation, whiie probably not
the best that could have been enacted, shows a step far in
advance of anything that had ever been proposed before for
the solving of the railway problem. Its originators show
they have a view of the relationship of the transpprtation
system to the nation, that has never been shown before.

They have gotten away from the idea that the railways are
only a private undertaking, and have eBealized the fact that
the public has as great an interest in regulation Eeing
sound and protective to the carriers as well as to the
public, as have the carriers themselves.

The outstandiné feature of the rew law is the provision
for establishing rates that will permit a teturn of 5%
on the valuation of the property, and the division of the
earnings in excess of 6%. The men who made the law recog-
nized that something must be done to aild and establish the
credit of the railways. That (credit) is the heart of the
railway pyebkem. Give the railways a good basis.for credit
and a little time and they will soon be in a prosperous con-
dition. Under thé new law the Inter8tate Commerce Commission
has a tasis upon which to make its judgment which it did not
have under the previous laws. The new law provided for fed-
eral valuation of the railraéd propertyes. There was however
provision fof federal valudtion before the new legislation
was enacted but such provision had been in effect only a
short time. TFederal valuation would make a uniform valuation

for all of the railroads and would give the Interstate Commerce
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Commission a basis upon which to make its judgment when
dealing with rate questions.

A changed attitude toward the railways came over the
public during the war. The difficulties gnder which the
railways found themselves during and after the war b:ought
home to thé'people's minds the fact that we had a very ser-
ious railway problem on our hands. Before this time dis-
satisfaction was about petty matters, but during the war
dissatisfaction was about very fundamental matters. At
présent, people are all more friendly toward the railroads
than they were five yeas ago. <lhis attitude is bound to
react to the benefit of both the carriers and the public.

At present the public s not so much interested in the rates
that it has to pay as it is in the service which it secures.
It is willing to pay a rate which will secure the service
that it desires. If it will not pay such rates it will have
to be satisfied with the kind of service that it is willing
to pay for. Producers have seen that they are hampered

ip their productive capacity and that invested capital must
lie idle‘if they Eannot get their products to market. If
they do not get their produéts to market, they cannot

-meet their obligations and bad conditiors are created in all
industries. The preple have seen thst the moét costly
‘rallway service is inadequate service, and not high priced

service,
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Chapter IV,

' The”T:anquxtationWSituation anq the andit;pn of

the Railroads upon their Return to Private HManagement ,

March 1, 1920.

At midnight, on March 1, 1920, the railroads of the
United States were returned to their private owners. The
officials of the lines had been preparing for this change
for some time with the mesult that it was accomplished
smoothly and almost imperceptbly in so far as the public
was concerned. But the railroads on March 1, 1920, were
not the same that they were ﬁhen they were taken over by
the Government on December 28, 1917.  They could not be
the same. The Government hadbdisorganized and rearranged
their aciivities. The identity of dndividual properties
had been merged into that of others; the rolling stock
had been scattered over the country until not more than
21% of the cars were on home lines; repairs had been made
without unifovmnty and in some cases were not adequate;
the management héd been deprived of the 1nt1mate touch
with its property; andtthe current revenues had been
taken by the Goverrmment and no final adjustmert had been
made, leaving their financial condition uncertain. Oper-
ating costs had risen tremendously during the lastIWWo
yeans; present revenues were inadequate'to meet them,
and there was a loss to each line of its adaptation to

traffic. Upnder such conditions, pre-war operation would
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be impossible. There was a period of adjustﬁent that the
raiiroads would have to go through. Such conditions were
bound to cause trouble for the railroad afficials but the
only thing thet they could do was to attack the problem
with all their force and do what they were able to dol
Nb more could be expected of them.

There is sure to be keen competition between the
railroads for the reéaining of lost traffic and for the
gaining of new traffic and there will be heavy traffic
for years to come for the equipment that exists, due to
the growth of industry during the war and due to the many
demands that went unfilled furing the war such as the
demand for new building and construction work. These
conditions will necessitate a vast amoﬁnﬁ of expenditures
by the railroads for new lines, additions, betterments,
and new equipment. The increase in these ftems had by
no means kept pace with the increase in business and
growth of industry; so provision for them is of the utmost
importance if the railroads are to give the service that
will be fequired’of them, and the shipping public is bound
to be very insistert in the fubure in its demwands for
adequate transportation service.

The following fable gives the estimated‘amounts of
money that will be required by the railroads within the

next three years: 1.

1. Hix Billion Dollars for Capital Expenditures, Railway
Age, January 2, 1920=--p. 9.
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6,000miles new line $ 1,250, 000, 000
10,850 miles automatic block sipnals 52,264,000
15,000 miles multiple main track ————em e
30,000 miles yard and side track L
13,177 locomotives . 707,786,000
24,500 passenger cars : 532, 000

712,400 freight cars 1,662,000, 000
Shop equipment 61,230,000
Ixt ensions 600, 000, 000
Engine houses, shops 250, 000, 600
Grade revision, elimination of
curves, etc. 600,000, 000
Stations 300, 000, 000
Total amount required $ 6,010,000, 000

The Status of Accounts.

The amount of indebtedness both of the railroads to
thé Government for advances for improvements, and of the
Government to the railroads for the guaranteed rentals
was not known,exactly when the railroads were returred
to the owners. Some time would be réquired for the
adjustment of these matters as each individual railroad
would have to be dealt with separately in order to déter-
mine the amoumt due each. Ih his report to the President
on February 29, 1920, Director General Hines gave his
estimates as to these amounts, and since then these have
proven to bhe fairly accunate., The estimates of the

Director General are given in the ac companying table: 2.

2. Hines, V. D.--Report to the President for Fourteen
Months ending March 1, 1920--p. 47.



W'APPENDIX ST
Statement showmg estimated net dzsbursements ‘made for capital e:cpendzturea
and other adivances by the Govermmént diid for oper ations during the 26
months’ period (Jan. 1, 1918-Mar. 1, 1920) of Federal control of Class I rail-

roads and other properties, including Amerwan Railway prress C’o and
appropmations madc and reqmred

1, Total advances by the Government for additions
and betterments to roadway and struetures and
equipment (except dllocated equipment)______ $780 405 512

2. Amount that may be deducted thérefrom on ac-
count of compensation, deprecmtmn, open ae- .
¢ount, ete., due companies o . 461,480,839 ..

3. Net amount of additions and betterments S '
roadway and structiires and equlpment (éx-
cept allocated equipment) to bé funded for 10 ' ) N
years (see note 1) ~ .. . $318, 924, 673

4. Allocated equipment funded through eqtupmentf : ‘ ‘
trusts,” principally payable in 15 annual m-

-stallments : 357, 011, 454
5. Other indebtedness due Government to be evi- ‘ .
denced by one-year notes (see note 1) : 194, 680, 562
6. Long-term notes payable to .Government 44, 433, 664
7. Stocks, bonds, and receivers’ -certificates of ) :
railroad companies owned by Government._ 23, 565, 198

8. Total representing indebtedness of railroads and
other properties, including express companies___...._.____ 938, 615, 551
9. Other investments of Railroad Administration : S
Additions and betterments to inland water-

ways - - $10, 029, 496
Miscellaneous investments (chiefly Liberty o
bonds) .. : 83, 254, 404 .
‘ R —— 93, 283, 900
Total of items of indebtedness and mvestment----_“___-_ 1,031, 899, 451

10, Estimated excess of operatmg expenses und
rentals. over operating révenues: )
Class I railroads 715, 500, 000 -
Other privately owned properties (smaller :
railroads, sleeping and refrigerator car

¢ lines, and steamship lines)___________ ~- 29,170, 000
Inland waterways. 2, 570, 000
Expense of central and regional org‘miza- ‘ o

tions 14, 080, 000
American Railway Dvpress COmmceeees —~——- 37,000, 000

Adjustment of materials and supplies m set-
tlement‘ with railroad companies on ac- N
count Yof increasing prices oo - 74, 003, 434

872,323,434 . -
: : 47



.

48 °~ REPORT DIRECTOR GENERAL OF RAILROADS.

Less net credits .on account of interest on (@)
open accounts, (b) compensation, and (¢) ex-

penditures for additions and betterments_._.._._ $17, 900, 000
. . . B - $854, 423, 434
11, Grand total. : » i 1, 886, 322, 885
i Original appropriation, Federal control act. 500, 000, 000 o .
Deficiency appropriation N -750, 000, 000
. Appropriation carried in pending railroad. ’

R SN 200,000,000
- o ——————— 1,450, 000, 000

Additional appropriation that will be. required : . 436, 322, 885

NorE.~—The net amount of $318,924,673, representing cost of additions and betterments
to roadway and structures to be funded for 10 years, is reached by making such offsets
as are permissible under the terms of pending rallroad bill, in the first instance, against
indebtedness growing out of additions and betterments. It is quite likely that in the

actual settlement with many roads offsets will be used in the first instance to wipe out .

indebtedness represented by demand notes or by open account instead of against additions
and betterments to roadway and structures. - The result of this would be to increase the
pet amount of additions and betterments to roadway andstructures to be funded and

- correspondingly to decrease the amount stated in item No. 5, of $194,680,562, as repre-

senting other indebtedness due the Government to be evidenced by one-year notes. The
total of indebtedness to the Go\vernment would, of course, not be affected. :

o

s/
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In the table just given it is seen that the total
amount épent by the Govermment as investment and indebted-
ress was §1,031,899,451. Add to this, the amount that
the actual operating expenses of ail the properties taken
over exceeded the operating revenuse and there is a total
of $1,886, 322,885 spent by the Government upon the rail=
roads and the other properties while it was operating
them. Up until March 1, 1920, $1450,000,000 had been
appr opriated by Congress to meet these expenses leaving
an amount of $436,322,885 to be appropriatedAbefore the
éxpenses of Government operation had beer\fully met.
However this would not all be a 1oés to thekGovernment
because the railroads owed it for all amounts expended
for improvements that were not made as war necessities.
The following table shows what the-éovernment owed the
Railroads and what the railroads owed the Govermment: 3.

Government indebtedness to the railroads

for remtalsS-mm-cmomccca e ccceaana.8 1,496,928, 805.60
Railroads indebtedness to the Government
for improvements and additions 1,667,342,077.00

Under the terms of the Transportation Act of 1920,
$815,379,145 of the amount due from the carriers to the
Government may be used as an offset against thé amount
owed by the Government to the railroads leaving to be
paid to the carriers a net amount of $661,549, 661.89.

As Wés shown in discussing the operating deficit,

the total 1088 to the Govermment during the twenty-six

3. Federal Control of Railroads Results in $900,000, 000
Deficit, Railway Review, May 29, 1920--p. 878.
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months of federal control was $900, 478,%87 and $667,513,152
of this amount was chargeable directly to the excess of

operating expenses over gross revenues on Class I lines.

The Condition of the Physical Property.

This was dealt with in the preceding chapter but a .
summary ef the condition will be given here. It is the
general consensus of oppiibon among people conversent
with railroad matters and from evidence furnished in the
staﬁistics of fhe Director General that maint enarne
during flederal control was not guite what it should have
been although the Director General in his report to the
Preéidént on February 29, 1920 stated that the condition
ef the piant and equipment compared favorably with the
condition at the tipge it was taken over by the Goverrnment.

During the period of federal control the plant and
equipment were under the greatest pressure ofltraffic
i6 which it had ever been suhpjected, but the maintenance
was below normal and certainly below what the weanr and
tear of the heavy war traffic called for. It was not
the fault of the Railroad Administration that the main-
teanance was not kept up to the required standard because
that body was dependent upon Congress for all the money
it secured with which to make improvements, and during 1919
Congress fefused to make appropriations with which im- °
provements could have been made.

The Government did a little better with the equipment
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although it is claimed that the proper additions were not
made. Much of the equivment was neceded so badly that it
could not be released for repairs when they were needed.
This was true empecially of paséenger equipment .

Authorized and acturadl expenditures of the Railroad
Administration: 4,

Authorized Additions and New construc- Equipment. Total
betterments. tion.

1918 & 567,327,140 & 49,603,560 $ 289,247,838 $906,1%8,538
1919 215. 946,749 7.826.263 41,179,618 264, 951, 630

1918-19% 783,273,889 § 57,429,823 %“350?427?&36@3I?I{T31j1£8

Amount actually expended:

1018 $ 272,232,972 & 21,346,231 & 180,058, 810 $473, 628, 013
1919 - 237,143 941 10,011,832 85,101,952 332,267,725

1918-19% 509,576,913 & 31,358,065 & 265,160,762 605,895,838

These figures show that the Railroad Administration plan-

ned to spend much more than it did and if Congress had not
refused to appropriate funds the Administration would have
gone ahead and improved the properties leaving them in as
good or probably better condition than when taken over.

Total Maintenamce: 5.
Per cent of tatal expense.

Test period - $ 974,776, 000 42.4
1918 1,750,305,000 44.1
1919 2,010, 807, 000 45.5

- The percentage total in the preceding table would indicate
that maintenance was kept up to the normal but it does not
take account of the very hard wear that the phant and

equipment were subject to during federal operation. This

4., Authorized and Actual Expenditures, Engineering-News
Record, May 27, 1920--p. 1075.

5. Parmalee, J. H.--Railway Mainterance in 1920, Engineering
News-Record, January 6, 1921--p. 34,
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hard wear énd tear would necessitate the expenditure of
a\proportionately large amount of money in order to keep
the property in as good condition as it should be and in
as good shape as it was whénAtaken over,

- The depreciation of plant and wequipment would certainly
place»the railroads under difficulties when they were
teturned to the owners. Extra burdens would be placed upon
the lines in bringing their property back to the proper

condition.

IThe Condition of Rallroad Finarnees and Earnines.

When the railroads were returned to the owners, the
operating expenses were exceeding the revenues by a very
large amount. During the last few months of federal control
the deficit had been_growing larger each month. <his
placed the railroads in a position which made it impossible
for them to finance themselves unaflded after they were
returned. If the Government had not guaranteed the railroadks
the standard return for six months and had not been willing
to loan them money with whHich to make improvements, the
carriers would more than likely have had great difficulty
- in doing apny improvement work after they went back to
private control because their credit was so poor‘that they
could have secured funds only the bestkof security and at
the highest of rabtes and it is very possibvle that they

would not bhen have secured the amounts that they needed.
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Provisions of the New Rebulation.

It now remains to give the new system of regulation
a fair trial. In doing this, every individual in the nation
must do his share toward making the regulation a success.,
New responsibilities rest upon all But especially upon the
carriers and upon the Interstatte Commerce Commission.

The shipping public should not expect too much fram
the railroads at first. It must be patient while the
railroads are going through the first few months of this
period of adjustment. It must realize that the railroads
are faced with very serious difficulties and problems |
and that they will be unable to render their bvest servioe
for some time to come. It should also co-operate to the
very fullest extent with the railroads in their éfforts to
return to a sound basis.

The carriers must also recognize their responsibilities
during this period and during the years to come. They must
recognize the extent to which other industries are co-
operating{with them and must in turn endeavor to raise their
standard of service to that level of efficiency which
is expected of them. They are trusted with the responsi-
bility of furnishing transportation service to the public
and in all their dealings ihey must view their abligations
from the standpoint of that of a public servant, and con-
sider the public rights and the public welfare. The
public has a right to the service that it expects if the

railroads have the power to deliver the service. Of course,
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too much.ﬁust‘not be expected from the carriers But if
we make it possible for them to operate upon a profitable
basis,.we have a right to demand that they furnish ade-
quate transportatio£ service for moving‘our products
during normal times.

The Interstate Commerce Commission also has a greater
responsibility for the welfare of the railroads under the
new legislation because of the increased powers given‘to it.
Fdrmerly that’body was not responsible for the results of
th@lexercise of its power but now it is. Previously its
main duty was in relation to the adjustment of rates, but
now it has been given broader powers over railroad affairs
in general. It now has bnoadei powers over rates and it
is also responsible for the proper financial management
of the carriers through its control of the issueing of
securities. liuch of the business management of the rail-
roads has been transferred from the corporations to the
Commission, thereby making it something more than a body
merely for the purpose of interpreting the law and for
compilingAstatistics. Now, instead of viewing only one

side of the case, it must see that both sides secure justice.
The future success of the railroads depends upon the view
‘taken by the Cemmission concerning railroad mafters;

whether that view is a broad, far-sighted one or a narrow,
distorted one. 'he Commission now has the power to either

meke or break the railroads. Of course to a limited degree

each individual in the nation is responsivle for the wel-
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fare of the carriers but in the first instance the Inter-
state Commerce Commission is responsible because it is
the body that frames to a larger extent.éhe volicies
governing the railroads. If the Commission permits the
railroads to secure sufficient credit to meet the needed
quantity and qualify of transportation service, the legis-
lation will have been a success, and it will have done its
part well. The railroads, the Interstate Commerce Commissiam,
and the new law are all on tfial and only time willrreveal
the final result.

We have learned a lesson, and a very costly lesson, in
railroading, but finally, it may he worth all that it has
cost. It is to be hoped that we profit from that which
we have learned. Ipn this, as in many other cases, experience
has been a costly teacher and it is to be regretted that we
could not have worked out this problem without such a cost,
but that not being pérmitted, we should profit by our mis-
takes of the past, and knowing these, go to work to make
our transportation system, as well as every other institution
relating to publio welfare, contribute most to our progress

as a nation.
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