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CONTROL OF THE GOVERNMENT
BY THE RAILROADS

Under the gulse of an alleged war emergency and Influenced by the
parrot talk to * stand by the I'resident,” the farmers, manufacturers,
and ahipEers have lost the benefits of a nonpartisan court to fix rates,
and the blg rallrond lines are rejoicing that they are now safely under
the shelter of Government protection, and that these great wealthy rail-
roads are wo lcnger to be controlled by the Government, but that the
Government Is to be controlled by these railroads,

The aged farmer has lost his boy from the farm, the trader has had
his prices fixed by the Feod Administration, the shipper will be crippled
by hizher rallroad rates; only the big rallroads will escape, Only these
great executive transportation heads will be benefited financlally by
the war,
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SPEECHES

or

HON. IRA G. HERSEY,

OF MAINE.

Saturday, February 23, 1918.

The House In Committee of the Whole House on the state of the Unlon
had under consideration the bill (H. R. 9685) to provide for the opera-
tlon of transportation systems while under Federal control, for the just
compensation of their owners, and for other purposes.

Mr. ESCH. Mr. Chairman, I yield 10 minutes to the gentle-
man from Maine [Mr, HERsEY].

Mr. HERSEY. Mr, Chairman, as I have only 10 minutes. I
desire not to be interrupted. ’

Mr, Chairman, the pending bill attempts to provide for the
control and operation of the railroad systems of this country
by the President for a period not exceeding two years after the
close of the present war and to fix a compensation to be paid
to the owners of these railroad systems—to fix rates and wages,
and to appropriate the sum of $500,000,000 to inaugurate such
operation.

At the present time these railroad systems have been taken
over and are under the control of the President by virtue of the
act of Congress approved August 29, 1916, which says:

The President, In time of war, Is empowered, through the Secretary
of War, to take possession and assume control of any system or systems
of transportation, or any part thereof, and to utllize the same to the
exclusion, as far as may be necessary of all other trafiic thereon for the
transfer or transportation of troops, war material, and equipment, or for
such other purposes connected with the emergency as may be needful or
desirable.

It will be noted that the bill under consideration is not limited
to the control of the rallroads, but extends to the operation of
the same. While it is not directly a bill for Government owner-
- ghip of these roads, if enacted into law this legislation will
necessarily give in the conduet of these great lines of trans-
por tation conflicting authority, uncertainty, and confusion, and
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must result in the demoralization of business and of the rallroad
service.

The Hearst newspapers, which assume to speak for the ad-
ministration, claim that the enactment of this bill into law will
assure Government ownership of publie utilities, and Thursday
in the Senate Senator Lewis, spokesman of the administration,
sald :

Mr. Presldent, I may shock those who may know me with some
intimacy when I wish It understood that I vlew this bill as the beginning
of the Government ownership of the rallroads. More than that, sir,
from my viewpoint this bill Initintes the policy of thls Government into
the ownership not only of the rallronds but Into that era of the owner-
ship of the telegraph and the telephone in America, to be followed by

‘the ownership or the control of the agencies of fuel, those natural
‘agencles—coal ard oll.

I shall not discuss the question of Government ownership of
railronds. Last Tuesday in this House the gentleman from
Michigan [Mr. Foroney] made a notable speech against Gov-
-ernment ownership of railroads, He brought to that discussion
a wenlth of information and research that was very valuable
to the Congress. By an array of the highest authorities he
showed conclusively that wherever public ownership of rail-
roads has been tried the world over it has inevitably resulted
in complete failure and a return to private ownership.

This speech appears in the Ricorp of yesterday and should
be read by everyone who thoughtlessly favors Government own-
-ership. It ought to settle forever the question in the minds of
those who impartially examine the subject, and I am pleased
to know that despite the hysterical declamations of a few in
both Houses of the Congress who favor Government ownership
and who denounce imaginary plutocrats that the Congress will
not commit the country at this time to the Government owner-
ship of railroads.

When the war is over the question of Government ownership
will have been settled forever, for I am sure that the future
operation of the railroads by the Government during the war
will result in such a failure to better our conditions that we shall
be only too glad to return these roads to the rightful owners.

The history of railroad progress in this country reads like a

romance, In the dark days of '61 the loyal Government under
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Lincoln conducted a mighty war and at the same time built a
great railroad across the continent. This was followed by the
extension of railroad lines over the United States, by the grant-
Ing of public lands by Federal systems, by the help of States, by
the relief from taxation, by the assistance of counties and even
townships, until our railroad system has grown to be the wonder
of the world. It is the largest and richest system of any nation,
while its rates and fares are much less than those of any other
country in the world,

In the bullding up of these great railroad systems it neces-
sarily followed that many promoters made themselves rich, and
successful attempts were here and there made to wreck a rail-
road for the benefit of certain promoters.

But during the last 10 years much has been accomplished
to place the rallroad systems of the United States upon a sound
finaneial basis, to prevent dishonesty in the conduct of the
roads, and to place the supervision of the State and Nation over
all these branches. This has been done by the establishment of
the Interstate Commerce Commission, whose duty it is to regu-
late the fares, charges, and conduet of interstate roads, Also,
many States have through their legislatures established publie-
utilities commissions, having authority in connection with the
Interstate Commerce Commission to regulate the charges and
supervise the conduct of its railroads until to-lay it is almost
Impossible, under these laws and regulations, for a railroad com-
pany to water its stock, to issue stock and bonds, to establish
unjust tolls and charges, or dispose of its franchises and prop-
erty or to encumber the same without the consent of these Fed-
eral and State commissions, and it is no argument against the
private ownership and operation of railroads that in the past
there huve been dishonest men In control of these lines of trans-
portation. The great railrond heads to-day are men of ability
and honor; their efficiency and fitness is vouched for by the
President of the United States in his address to Congress Janu-
ary 4 last when he said:

It was In the true spirit of America, and it was right, that we should
first try to effect the necessary unification under the voluntary action
of those who were in charge of the great railway properties; and we
dld try It. The directors of the rallways responded to the need
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promptly and generously. The group of rallway executives who were
charged. with the task of actual coordination and general direction
performed their difficult dutles with patriotic zeal and marked ability,
a8 was to have been expected, and did, I believe, everything it was
possible for them to do in the circumstances. If I have taken the
task out of their hands, it has not been because of any dereliction or
failure on their part but only because there were some things which
the Government can do and private management can not. We shall
continue to value most highly the advice and assistance of these
gentlemen, and I am sure we shall not find them withbolding it

But it is said by the advocates of Government ownership that
at the present time we are in a great world war; that there
has come a erisis in this Nation in Its transportation facilities,
and that it has become necessary for the President to appoint
his son-in-law as Director General of the railroad systems for
the purpose of making more efficient these lines of transpor-
tation for the purpose of the war.

It is true that the great railway systems of this country
have been placed in a position where they were unable to fully
perform the most efficient work. While the expense of operat-
ing railroads has increased to an alarming extent the Inter-
state Commerce Commission during the last three years has
persistently refused to raise the rates of these transportation
companies. This commission liag not had the courage to do
Justice to the railronds. The expenses of these railroads have
more than deubled. They have been obliged to husband every
resource to move their trains. Strikes have forced them to
raise the pay of their employees, while freight rates have
remained practically the same, Of necessity they have been
obliged to abandon many crippled freight cars because they
have been unable from their returns to give the needed repairs,
and during the past year there has been thereby a loss to these
roads of 57,000 freight cars. g

The Detroit Free Press of January 18 last expressed this
thought in an article, in which it said:

While production of coal in the Un'ted States, notwithstanding the
ghortage of men, has been increased, due to the use of mining machines
and other labor-saving devices, there is considerably more coal con-
sumed than formerly, due to the increased comsumption of mun’tion
plants and manufacturing establishments, the increased use of coal
on ships, and at the tralning camps. In this connection there iz
paturally more coal being burned, due to the severlty of the winter,
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At many mines there 1s a shortnge of raliroad cars, due to the fact
that the rallroads have not sufficient equipment to handle the enor-
mous volome of business now thrust upon them. The policy of the
Government has been one of strangulation toward the rallroads for
many years. Railroad credit has been destroyed and bhonds and stocks
could not be sold In order to purchnse more equipment.

Yet, Iin spite of all these handicaps and unjust treatment
of the railroads by the Government, we find that during last
year these great railroad systems increased their traflic by
135,000,000,000 tons. This is not a failure olf transportation,
a8 has been charged, but a wonderful success.

It was not necessary that the President should take charge
of the operation of these railroad systems at the present time
or ask for the enactment of this bill. Had the Interstate Com-
merce Commission given the necessary assistance by an increase
in rotes those who use the railroads would pay the charges and
this extra income would keep up this rolling stock and make
the roads eflicient.

The President under his war powers, which he has now by
law, could have directed the transfer and preference of any
freight necessary for the conduct of the war. As it is now con-
templated by this legislation, the President shall go further
and not only raise the rates on’tllese lines, which he has already
done, but raise the wages of railroad employees. This bill will
place in the hands of the President $500,000,000 to be spent as
he directs, which money must be paid by tuxes on all the peo-
ple, even on those who do not use the railroads.

The Detroit F'ree Press, above mentioned, in the same article
from which I have quoted, further says:

During the summer of 1917 newspapers throughout the country eame
out with flaring headlines advising people not to buy coal, stating that
the price would be less later in the year. These statements were ex-
ceedingly misleading, and instead of the dealers throughout the country
buying coal and beginning to store July 1, as has uvsually been the
custom they procrastinated and did not begin to lay in their winter's
supply until the middle of October.

In other words, the purchasing of winter fuel was postponed until at
Ieast three months and a hall after the ordinary time when dealers be-
gin to lay in stock.

Thus we find that it was not the fault of the railroads that

during this present winter traflic has been congested and coal
46243—182¢3
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could not be more promptly delivered to distant sections of the
country from the mines.

The individual had been soothed by the Government into 2
delusion that the Food and Fuel Commissions would lower to
him the price of coal if he would only wait and be patient, and
he waited. The coal dealer had been convinced by the Govern-
ment that if he stored coal it would be commandeered and taken
from him, and he could see nothing in the business, and thereby
did not order from the mines. So a situation had been forced
upon the people which was not the fault of the railroads and
has not been remedied by * workless * and * heatless * days.

This bill will doubtless pass, giving to the I'resident and his
son-in-law supreme author!ty'over these great lines of trans-
portation. To my mind this means endless trouble and disaster
to the business of the country. The Washington Times, the
home orzan of the administration, one of the Hearst progeny,
says that there is to be a reorganization under McAdoo of the
directors, managers, and officials of all these lines. Men who
have spent their lives in this work and have come up from the
section man and brakeman to president and general manager
will find themselves displaced by place hunters, politicians, and
officeholders, who know nothing about railroading and who care
less, satisfied and contented to occupy an office and draw fat sal-
aries from the Government while the people make large appro-
priations to take care of the deficits that are sure to come.

The late issue of the Railway Age says editorially :

“1EST WE FORGET.”

Almost exactly 12 years ago ome of the wisest and farthest-seeing
Americans that ever lived made a prediction. The prophet was James
J. [IHl. The prophecy was that continuance of the polley of rallroad
regulation then being adopted by the State and Natlonal Governments
would bring oatlonal disaster.

The policy was continued. The prophecy has been fulfilled. The
disaster has come, It has come in the midst of the Nation's participa-
tion !n the greatest of all wars. The Government last week ordered
the Industries of the buslest and most populous part of the Unlted
States shut down for five days. It bas made each Monday In the same
territorv an enforced holiday for 10 weeks,

Those responsible for the order say it was necessary because the
rallways could not baul all the coal that the mines could produce and
other Industries could consume—that this was the only way to relieve
the transportation congestion and increase the movement of fuel.
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This is but a partial explanation. Last summer the Government cre
ated a Fouel Administration and put at its head a college professor, who
knows Httle about fuel and less about administration. The great need
of the country as regards fuel was a vast increase In production. No-
possible amount of couservation would make the supply suflicient. To
get the needed Increase of production the prompt adoption of large con
structive measures was esgential. Prilees must be so fixed as to encounr
age the operation of mines which under ordinary conditions would be
unprofitable. Production must be raised and kept te the very maximum
possible during the summer and fall months when transporfation con-
ditions were favorable, It was deslrable to divide the country into zones.
as was long ago done in England, so that coal would Ue consumed near
where It was produced and cross bauling and waste of transportation be
eliminated,

The large constructive measores needed were not adopted. Instead of
cooperating with the rallways as was necessary, the Fuel Administration
spent its energles In * passing the buck ™ to them. With & Fuel Admin-
istration which knew anything about the fuel business, there would have
been a larger amount of coal produced and transported.

The rest of the explanation of the existing situation is that James J.
HIll's prediction has beea fulfilled. For 12 years the State and Na-
tional Governments have followed a policy of regulation intended to com-
pel unrestricted competition between rallroads and to reduce their net
return to the lowest basis which the courts would not hold confiscatory.
In consequence, while the productive capacity of our Industries has
been rapldly increasing, the expansion of the facilites of our rallways
has been rapldly decreasing. The final outcome was clear to every in-
telligent and sane rallroad man or Lusiness man. It was as certaln
that under this pollcy the rallways In time would become unable to
Landle all the country’s commerce as that the law of gravitation would
continue to operate or the sun to rise in the morning and set in the
evening.

This Nation is now passing through its supreme crisis. The
voice of the political demagogue appeals to the elements of un-
rest and the logic of the mob. The wild socialism that has de-
stroyed unhappy Russia attempts here in America to clothe in
darkness the lighthouse of the Constitution and by the false
fires of Government ownership to lure on the rocks and the
breakers of socialism the ship of state that these wreckers may
share in the plunder and spoils.

In this hour of destiny the Congress of the United States
should stand like a mountain wall against the delegation of
unlimited power to any one man. We should also have the
political courage to defy the unthinking and frenzied mob, so
that at the end of this terrible war we shall return again to our
old-time prosperity and to “a Government of laws and not of

men.”
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Thursday, February 28, 1918, !

Mr. HERSEY. Mr. Speaker, in the discussion of this bill last :
Saturday I suggested that there was no necessity for this legis-
lation, that the President under the present law had sufficient
authority to direct freights and give preference to the trans-
portation of food, fuel, and war materials, and that this was
all that was needed in the war emergency, and now after four
days’ debate on the floor of the House the utter uselessness of
this measure is still more apparent.

The administration has contended for not only Government
control but Government operation and rate fixing by the Presi-
dent. The minority has fought well to protect the rights of the
people against the great transportation systems, but the big rail-
roads have won out in {his contest. The only amendment the
minority have succeeded in adopting is to place the erippled
short-line roads in a position where they may possibly share, in
a small way, in the financial benefits that are now coming to the
big roads.

Under the guise of an alleged war emergency and influenced
by the parrot tzlk to “stand by the Presidens,” the farmers,
manufacturers, and shippers have lost the benefits of a non-
partisan court to fix rates, and the big railroad lines are re-
Jolcing that they are new safely under the shelter of Govern-
ment protection, and that these great wealthy rallroads are
no longer to be controlled by the Government, but that the
Government is to be controlled by these railroads.

The farmers, traders, manufacturers, and shiopers have in
State legislatures and in Congress made a strenuouns fight to
put railroad rate fixing in the hands of State and Fecderal com-
missions not connected with the railroads, and after a long,
weary contest against wealth and power, they finally surceeded
in establishing here at Weshington the Interstate Commerce
Commission, a nonpartisan body of experts in rate fixing, com-
posed of nine members whose learning, fairness, anl standing
are en an equality with the Supreme Court of the United Stites,
;and who during their service have made a large b.ay of valu-
able decisions that have become the law of the land. They
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have stnod as a bulwark of defense between the people and the
railroads. From rate raising by the railroads appeals have
been made to the Interstate Commerce Commission, a court in
which each farmer, manufacturer, and shipper could come at
any time and have an impartial hearing.

This great burean of government has grown to be one of the
most important and valuable in the Nation. They have at-
temped the almost superhuman task of making a physical valu-
ation of all the railroads in the country, and have a wonderful
knowledge of the transportation lines in this Nation.

An idea of the importance of the Interstate Commerce Com-
mission may be gleaned from their last report for the year end-
ing October 31, 1917. That report shows that the expense to
this Nation of this bureau for the past year was for salaries of
the commissioners and their sec-etary, $73,91G; for employees,
$2,182,669 ; for rent, traveling and incidental expenses, $1,101,-
213, making a totai expense last year to this Government fo-
the conduct of this great burean of $5,2506,000.

The principal work of this great commission and bureau Is
to fix just and proper railroad rates between the people and
the railroad companies, and it has done that work in a very
effective and eflicient manner.

The Interstate Commerce Comnission will still exist. The
expense of this commission to the Government will very likely
inerease during the war, but its great purpose and object has
been taken away by this bill. It is now proposed by the adminis-
tration to place this rate-fixing power absolutely in the hands
of the President, from whose decision there is no appeal,

Of course, the President himself will not attempt to fix the
rates for obvious reasons, First, he knows nothing about rail-
road rates; second, he will have no time, as Commander 1o
Chief, to devote himself to an examination of railroad rates to
satisfy himself what is right or wrong. He has already ap-
pointed a Director General of the Railroads, to wit, his son-in-
law, Secretary of the Treasury, Mr. McAdoo.

Now, Mr. McAdoo, although a man of fine parts and a great
and tireless worker, can neot himself perform this stupendous
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task for the reason that his time is now taken, day and night,
In the great work of his office In the conduct of the Treasury
Department ; in the sale of liberty bonds; In the establishing of
o central bank, of which he is to be the head; of conducting
the financial affairs of all the Federal systems of banks; and
a multitude of other bureaus and commissions of which he is
either a director or manager.

Who, then, will have the rate fixing? Who will stand between
the railroads and the farmer, trader, manufacturer, and shipper?
I answer, under this bill the big railroad heads will fix their
own rates, from which there will be no appeal. To prove this
it Is only necessary to call to mind the events of the past few
weeks, The illustrated papers have published recently a fine
photograph of- Director General McAdoo and his railroad cab-
inet, He sits at the head of a long table, and seated around
this table are the presidents, attorneys, and managers of the
great rallrond systems of the Nation, This photograph Is en-
titled * Director General McAdoo and his railroad cabinet dur-
ing the war.”

Director General MeAdoo, knowing his inability to look after
this rate fixing personally, has formed what is known as his
railrond staff, The Official Bulletin of the administration is
published daily in Washington under orders of the President.
In its issue of February T last it says:

Director General McAdoo has announced the organization of his rail-
road staff, as follows :

Assistant to the Director General: Walter D. Hines, of New York
City, Is chalrman of the Loard of the Atchlson, Topeka & Santa Fe
Rallway, He iz well known as a rallroad attorney and a writer on rall-
road and economle questions, He represented his road before the Inter-
state Commerce Commission In the 5 per cent cases.

Mr, Hines summed up for the rallroads in the celebrated cases before
the Supreme Court of the United States which tested the valldity of the
Adamson eight-hour law. He also represented express companies and
1s conversant with practically all phases of railroad operation.

General counsel : John Barton Payne is the head of the law firm of
Winston, Payne, Strawn & Shaw, of Chicago. For many years he has
represented American ralltoads in cases before the courts and various
regulatory bodies and is regarded as an expert in rallroad and corpo-
ration law.

Director divislon of transportation: Carl R. Gray, of Baltimore, has
been president of the Western Maryland Rallroad for the last four years,
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previous to which he served as an executive on varlous other important
rallroads.

Director divizlon of traffic: Edward Chambers, of Chicago, first vice
president of the Atchison, Topeka & Santa Fe Rallway, Is widely known
as one of the chief factors In the development of Californla. Enter-
ing the employ of the Santa Fe zome 30 years ago, he has risen to a
position of responsibility. Ile is credited with baving done as much
as any other Individual la solving transcontinental traffic problems.

We find by reference to the report of the Interstate Commerce
Commission that has hitherto fixed rates that they have an
attorney and general counsel in no less a person than the dis-
tinguished lawyer and ex-governor of Missouri, the Hon. Joseph
W. Folk, and they pay him a salary of $10,000 per year as coun-
=el for that commission.

The people will wonder why it was necessary, even in a war
emergency, for the administration to turn away from the assist-
ance of the Interstate Commerce Commission and its great at-
torney and place in this new cabinet the attorney of these great
railroads. There is only one answer, and that Is that in the
absence of Mr. McAdoo, In his attendance upon his other and
perhaps more pressing duties, his Assistant Director General,
a well-known railroad attorney, may preside over the cabinet
and another railroad attorney will represent his railroads as a
member of the staff, surrounded by railroad presidents and yvice
presidents who with these attorneys will have the fixing of the
rates from whose decisions there is no appeal.

The President, in his recent address to Congress, sald of the
railroads that when they were taken over by Director General
MecAdoo they * responded to the need promptly and generously.”
We can certainly see no reason why the rallroads should not
promptly respond, and In a generous manner, when they knew
that they were to be represented by their own attorneys, presi-
dents, and vice presidents in this new war-emargency railroad
stafl and cabinet and have the fixing of the rates on their own
transportation lines, from whose decision there was to be no
appeal.

It is everywhere conceded and admitted that as soon as this
bill becomes a law rates will be raised on all the large trans-
portation lines, so as to give Mr. McAdoo a large sum, called a
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“revolving fund,” from whigh to build up the railroads, and
with the $500,000,000 appropriated in this bill will temporarily
take care of the short-time notes, liens, and debts now due, and
will pay the advanced wages to be given to the railroad em-
ployees of the country.

An end man in a minstrel show recently put the question to his
partner: “How do you expect to make McAdoo President in
19202 And the answer was, * They are going to railroad him
In.” Of course, this is only a hint that this new rate-fixing cabi-
net, composed of railroad presidents and their attorneys, and
1,700,000 railrond employees might be in sympathy with the
nomination and election of Director General McAdoo to the
Presidency in 1920.

The President, in his recent address to Congress in the matter
of railroad operation, speaking of these railroad heads, ‘further
says that they have * performed their difficult duties with
patriotic zeal.” It Is not hard to understand the *“patriotic
zeal ? of this group of rallway executives, It is very easy to
be patriotic when it does not cost you anything.

The present war is calling for supreme sacrifice from the
farmer, shipper, manufacturer, business man, trader, profes-
sional man, and from every walk of life, except from those who
have Hog Island contracts with the Government and this
favored group of railroad executives.

By this bill the administration has provided that the Govern-
ment sl:‘all guarantee to these railroads during the time they
are under Government operation the average of their annual
income for the last three years. Why should the railroads
worry? They have no responsibility. Their immediate in-
debtedness falling due will be taken care of by the $500,000,000
and by an Immediate raise In railroad rates. After the war
they will again come into their own with new railroad equip-
ment, debts paid, without any loss of revenue, and with only
the expenditure on their part of “ patriotic zeal.”

The aged farmer has lost his boy from the farm, the trader
has had his prices fixed by the Food Administration, the

shipper will be erippled by higher railroad rates; only the big
46243—18283
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railroads will eseape. Only these great executive transporta-
tion heads will be benefited financially by the war.

These big railroad systems will temporarily win an advan-
tage, but the people will finally conquer. The farmers, manu-
facturers, and shippers along the middle Atlantie seaboard and
the South will not suffer so much from the domination and
control by the railroads, but the people of the great Middle
West and northern New England will rise in their might and
demand that the rights for which they and their fathers
fought shall be again restored to them and that this shall be
no longer a Government by and for great financial interests,
but a Government controlled and regulated by just and whole-

some laws.
46243—15283
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