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PREFACE 

In the analyses submitted herewith we have endeav
ored to marshal in a ~ystematic manner the essential in
formation with reference to the various subjects covered, 
and "to relate the whole discussion. to the issues involved 
in stabilizing and reorganizing American transportation. 
In the four months at our disposal we could not cover in 
detail every phase of the broad problem before us, nor 
have we been able to give adequate attention to literary 
form. Numerous topics pertaining to highly technical 
questions and of interest to particular groups have been 
omitted as falling outside the primary purpose of our in
quiries. 

In the conduct of the investigation I have had the col
laboration of a number of the regular staff of the Brook
ings Institution and of sever:i1 other specialists recruited 
for particular phases of the problem. Charles O. Hardy, 
Adah L. Lee, and Fred W. Powell have acted as a col
laborating committee sharing responsibility in the prepa
ration of the report as a whole. Dr. Hardy has contrib
uted Part III and mu!\t;.of Chapters II and III; Dr. 
Powell is primarily responsible for Part IX and Chapter 
X; Miss Lee has collaborated with me in Part V. Dr. 
Isador Lubin is the author of Chapter IX; Dr. Benjamin 
P. Whitaker of Chapt~r XI; Charles L. Dearing of 
Chapters XXIV, XXV, and XXVI; and Paul T. David 
of Chapter XXXI. Dr. Frieda Baird, Sheldon B. Akers, 
Edwin A. Lamke, and Ralph P. Ward, of the Institution 
staff, served as statistical assistants. 

Chapter VII was contributed by Dr. Ralph L. Dewey, 
of Ohio State Unive~ity; Chapter VIII by Dr. Wilfred 

v 
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Eldred, transportation specialist; Chapters XXXIV and 
XXXV by Charles W. Eliot, zd, Director of Planning, 
National Capital Park and Planning Commission; Chap
ter XXIX and a part of Chapter XXXIII by Ralph J. 
Fogg, consulting engineer; Chapter XXX by Lloyd C. 
Hoeltzel, United States Department of Commerce; and 
Chapter XXVIII by Porter R. Taylor, formerly Direc
tor, Bureau of Markets, Pennsylvania Department of 
Agriculture. Dr. Susumu Kobe, of the University of 
Michigan, contributed Chapters IV, V, and VI, and as
sisted in connection with a number of other chapters. 

The undersigned has contributed the chapters not 
otherwise designated and he accepts responsibility for the 
entire analysis. 

We have received innumerable suggestions and a 
large number of special memoranda from persons and 
organizations interested in transportation, for all of 
which we are very grateful. We are especially indebted 
to the Interstate Commerce Commission for its generous 
aid in the assembling of statistical information. 

Washington, D.C., 
February, 1933. 

H.\ROLD G. MOULTON 
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REPORT OF THE NATIONAL 
TRANSPORTATION COMMITTEE 

INTRODUCTORY 

Herewith are presented: 

A. The Conclusions of the National Transportation 
Committee. 

B. The Report of the Committee. 

C. Supplemental report by former Governor Alfred. 
E. Smith who prefaces it, "While I am in sub
stantial agreement with the greater part of the 
Committee Report, this supplementary memo
randum states my conclusions in my own lan
guage, placing the emphasis where I think it be
longs." 

D. Special studies by the research staff to be pub
lished shortly by the Brookings Institution, 
Washington, D.C. ' 

The Committee associated itself at the request of 
certain Business Associations, Savings Banks, Insurance 
Compani~, and fiduciary and philanthropic institutions 
interested' in railroad securities (see Appendix) i!l re
sponse to an invitation in essential part a£ fpllows: 

"We, the undersigned organizations, representing 
many of the interests concerned, believe that there is 
no more important present task than a thor~ugh'and 
satisfactory solution of the railroad problem, as an 
integral but the most urgent part of the entire trans
portation problem. We beg that you 'examine all 

xv 
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phases of the proble!p. and recommend a solution 
~':, which, with due regard for the public interest, will' 
T' ~ al! o~nity'~_railroadsAtli.i~_co':1..ij= 

try to bc:.Jlut O_fl a busIl~~s ~asis, so that neither now 
'f nOrTilthe future will they J:Qustitute a N~s~..nLthreat 

'0" I to the\ny~ted savings of OUl:,c;!tizens, to loss of em
p~~e-eat'ner~ to1li';;Sighi1ity 
of the insurance-companies an(:Lsallings banks.>- ;lnd 
so that the present burdeno~ the Federal treasury 
and the American taxpayer may ~n--afair' measure 
re-rfioveiP.'- -

'----------The Committee met and organized on October 7, 
1932. It was composed of Calvin Coolidge, Chairman, 
Bernard M. Baruch, Vice-Chairman, former Governor 
Alfred E. Smith, Alexander Legge and Clark Howell. 
John W. Power acted as secretary. The Committee 
selected Dr. Harold G. Moulton, of the Brookings In
stitution, to organize a research staff. 

Just as the Committee's work was nearing a close, it 
lost the distinguished director of its deliberations who 
was giving his great talents unsparingly to this work. 
The report had not taken form at the time of his death, 
but the Committee has tried to carry on in the spirit of 
his leadership. 

The Committee gathered its facts from three sources: 

( I) Open hearings; 

(2) Studies by other investigating bodies, memo
randa, briefs and specific suggestions; 

The work of Dr. Moulton and the staff. - . 
This mass of material is too voluminous and varied 

to publish in full, but the work undertaken by the re-
xvi 
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search staff 'will be published shortly by the Brookings c 

Institution. Dr. Moulton's conclusions are his own. 
The transport pro~m has been With man since the 

f!.rst rude tra:ils of pre-histo1)& It!as shaped the destiny 
of humanity. The closing of the caravan routes to the 
trast I!!9i{:S dis~ America HistQ!:ilsfuif-;;r;r~ 
lar conseq~ust now, largely due to the recent 
raptclCreVelopment of new forms of transportation, the 
railroad problem is acute in nearly all important coun
tries, including our own. Commissions more or less simi
lar to this Committee have been at work in England, 
Canada and the Argentine Republic and we have con
s!dered their reports and analyses. There are railroad 
commissions in nearly every one of our forty-eight 
States and similar bodies in many other countries. 
These, the Interstate Commerce Commission and the 
very able Congressional Committees on these subjects 
have all been devoting themselves to the problems cre
ated by these rapid shifts. Much of this work and a great 
mass of other data have been assembled and given care
ful study by the Committee. The problem is very com
plex and while the Committee is in substantial agree
ment as to conclusions, it is too much to expect that four 
men of independent mental processes would all arrive 
at decisioRs by identical paths, or with equal emphasis 
on various factors. 

A •. CONCLUSIONS, OF THE COMMITTEE 

1. The tailroad system must be preserved. Changed 
conditions re~ new policies but n~QMdomru:~ 
ra!lro~atI9n:~!ne·developme~J~fr!ion.a.nd 
o~w methods of tran!port maKe it l!!lIle_c~sary for 
GovernmentruftliertO create and fos~petition 
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w~th or~!Il~JE~~c1S au_cl!!1.~n~e agai~opoly. 
That is an expensIve and ineffective attempt to do in
directly what Government has shown its ability to do 
directly. Regulation is sufficient. Governmel)t' policies 
shouldJletr;~any purposepei.th~_ ~- to 
hali~l!~ny form of transportation ~i~hJelation to any 
o~Ol'm. We ~tsolve th_e,problem.on the theory 
upon ,.wb..i.clL.h!lrses are l!.a"I'!g.jg.ppcdin .... 1L.rac-=_In :J:.fair 
fie!!L:l!luQ.l.avor compet~tio1'! shQ.uld.be.pertpitted to 
decide. the· result . .;.Regulation ~houl~3.t~~pt to 
"run the business" of transportation. It..mould concen
trate o~~i1!ig .. -tEe putiIlc a~ins!:aiscximi11lltion and 
ext()rtion and..on.reqUiring t1le most efficient seryice at 
~he lowest competitive,cost. -------, . 

(r) Parallel lines and. systl(ms are wasteful imd un
~cessary.--Regional consolidations should be 
h_astened .and; wherenecessary, enforced, look
ing eventually to a single National system with 
regionai'divlSiiLnf a'!.c1 the elimination of all ex
cess and-o!lsolete lines and equipment. Neither 
holding companies nor l!~Y 'other device should 
be pertp.jtteotohinder..consoliclatlon'orevade the 
l~i:er_ Q.t.thCL,spirit of regulatory Jaw. 

Unprofitable railroad services should be re
placed by cheaper alternative transport· meth
ods. 

(3) Railroads should be permitted to own and op
erate competing services, including water lines, 
but regulatory jurisdiction should be extended 
to water rates and practices in ~tal, inter
coastal and lake shipping to relieve commerce 
of present chaotic conditions. Congress should 
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promptly clarify its intention on the long-and
short-haul clause of the Transportation Act. 

(4) Government assumption of all or part of the 
costs of inefficient competing transport as a de
fense against monopoly is no longer warranted 
and 'should be abandoned.. As a general prin
ciple inland waterways should bear all costs of 
amortization, interest, maintenance and opera
tion of the facilities for their navigation. If they 
cannot bear such charges and compete with other 
forms of transport, they should be abandoned. 
The St. Lawrence Waterway should be tested' 
by this rule of self-support and if it fails in that 
test the pending treaty with Canada should not 
be ratified. Governmental commercial opera
tion of the actual facilities of transportation, 
such as barge-lines, should not be continued. 

(5) Automotive transportation should be put under 
. such regulation as is necessary for public pro
tection. It should bear its fair burden of tax but 
only on a basis of compensation for public ex
penditure on its behalf, plus its share of the gen
eral tax load. Neither tax nor regulation should 
be applied for any purpose of handicapping the 
rrutrch of progress for the benefit of the rail
roads. 

(6) Wages and working conditions of labor in tranS- • 
portation are determinable by established pro
cedure in another forum and are not within the 
scope of this inquiry. There should be noheav
ier burdens on the railroads in employin~ labor 
to operate automobiles than on their' competi~ 
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(8) 

tors. In the railroads (as in other industries) 
rates, capitalization, salaries and wages must all 
follow changing economic conditions, but none 
should be sacrificed for the benefit of others. 

Beacons, weather service and similar .auxiliaries 
to-alr-fiafficshould be -~~i~tatiied ;t 'public ex
'pense;aiia air trillisport' shou!aoeencouraged 
diiring-its'de,,~lopment stage but we believe that 
everysuch service should ultlrruifely pay its 0\Vn 
way. -, 
The Committee has no recommendations to make 
on pipe lines. 

II. The policy of trying to appraise railroad prop
erties on some selected basis of valuation and then say
ling that they are entitled to earn a fair return on this 
appraisal should be reconsidered. Where competition 
with trucks and other methods exists, it will determine 
rates. In other cases rates must be regulated, but the 
basis of costs of operation under efficient management 
is a better general guide than any attempt to preserve 
capital structures regardless of economic trends. We see 
no reason why the rate-l]!aking rule should not ~.m 
pl;;'in English that railroads~~~~:
sonable profit based upon .. 91lits-o£.dfu:.i.ent operation all<i 
thattli.ey are not entitled to earnings merely to pre
se~~e!~'p"itali,~~'-

III. The railroads should do much that they have 
not done to improve ,their condition without any Gov
ernment help at all. They should promp~!:,{ be freed of 
all unnecessary restrictions on the doing of it. It has been 
estimated that less than a. 20 per cent increase in traffic 
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would put most of them on an earning basis. In view ot 
the narrowness of this margin of loss and of the very 
great savings possible'in railroad operation, we regard 
their outlook as far from hopeless. 

(a) Railroads should adopt the competing methods 
of which they complain. 

(b) Railroads should co-operate to reduce competitive 
expense. 

(I) Unnecessary services should be abandoned. 

(2) Metropolitan terminals should be consoli-
dated and unnecessary facilities scrapped. 

(3) Circuitous haulage should be eliminated. 

(c) Financial management should be improved. 

(d) Transport methods and equipment should be 
brought up-to-date. 

(e) In view of what could be done by better man
agement, the general outlook seems far from 
hopeless. 

IV. Regulatory jurisdiction should be extended to the 
whole National transportation system but applied only 
to the extCfnt necessary for public protection. The exist
ing regulatory mechanism of the Interstate Commerce 
Commission is inadequate and should be improved by 
reorganization without expansion or increased expense. 

V. Emergency Recommendations. 

(I) Corporate reorganization can and should be 
facilitated by revision of the bankruptcy pro
cedure. 
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(2) The recapture claus; should be repealed re-
. troactively: . 

(3) The statutory ruie ofrat~~making should be 
revised. • 

(4-) "Adequate security" does not necessarily 
mean "marketable collateral." 

B. THE REPORT 

I. The railroad system must be preserved. Changed 
conditions require new policies but not abandonment of 
ra~lroad regulation. The development of regulation and. of 
new methods of transport make it unnecessary for Gov
ernment further to create and. foster competition with or 
among railroads as a defense against monopoly. That. is 
an expensive and ineffective attempt to do indirectly what 
the Government has shown its ability to do directly. Regu
lation is sufficient. Government policies should be' freed 
of any purpose either to favor or to handicap any form of 
transportation with relation to Olny other form. We cannot 
solve the problem on the theory upon which horses are 
handicapped in a race. In a fair field and no favor competi
tion should be permitted to decide the result. Regulation 
should not attempt to "run the business" of transporta
tion. It should concentrate on protecting the public 
against discrimination and extortion and on requiring the 
most efficient service at the lowest competitive cost. . 

At the foundation of our system of communication 
i~~oad~f~~most iffip;;rtan~~inglee.I~: 
m,ent m our SOCial and econom~fs'rapid-extenslOn 
enabled us to cover thegreater naoltabIepart of a con- . 
t~veform-of liberal lioyernment of
liS ,000,000 .people united in a common fanguage, pur
pose and ideal and to maintain National solidarity 
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through periods of stress. Both security and material 
welfare are involved in its cilntlnl!e.d.eilicie;lf c;:xi~ 
~blic interest is OeeP.e.t-t:h-:l,I1. ~iIiveStment.2!:..ill. 
need of good service. We are addre~ing arn~tter of / 
National concern of the-first magnitude. The railroad' 
system must be contJnu and its e Clency p~ 
cause of National necessity-economic, social- and de-
fensive. -

(a) Governmental fos~lIg. or!I/Petltlon is 
Tanger necessary as a defense ag.4W ona ~ 

Above all other enterprises, railroads are, therefore, 
"affected with a public interest" _ and, under an ancient 
dOCtrine of our law, peculiarly subject to Government 
regwation. In earlier development, the railroad fran
chise created an effective and complete monopoly against 
which industJ;iaL and social segments had no defense. 
Rigorous governmental control was· mevitable. It took 
two forms: first, an effort to foster competition among 
different raHroads and to create and maintain, by Fed
eral financial aid, other forms of competing transporta
tion such as waterways; seco~ an intense regulatory 
control of the railroads themselves. The latter has been 
practiced long enough and sufficiently extended to pro\'e 
that it dominates competition or imy other influence as 
the government law of railroad practice. To the extent 
that the monopoly inherent in the railroad franchise was 
a menace, it is of the utmost importance to recognize 
that current railroad regulation safely controls it. Other 
safeguards have appeared. With increasing effect, new 
methods of transport are invading customary fields of 
railroad patronage. On a basis of economic efficiency, in
dependent of Government aid, pipe lines, motor trans-
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port and airways are all making bids for business which 
the railroads can retain only by offering equivalent serv
ice at competitive rates. In these areas of competition, 
there is no longer complete monopoly. These two devel
opment&-perfection of regulation and appearance of 
competing methods--have created a new principle, viz: 

Insofar as government policies have been designed, 
by Federal intervention, to create and maintain com
petition with or among railroads as a defense against 
monopoly, they should be abandoned as wasteful and 
unnecessary. Regulation is sufficient. 

(b) Regulation should provide a fair field and no 
favor. 

The railroads complain that they are shackled by 
regulation while their competitors are free and unduly 
advantaged by various forms of discrimination in their 
favor. To the extent that this is true, it is unfair. But 
it must be equally clear that, notwithstanding the deep 
public interest in our railroads, the Government cannot 
stand in the way of progress. Certain regulation of com
petitive methods is necessary. They cannot be permitted 
to escape their just tax burdens. They ought not 'to be 
artificially advantaged by subsidy or otherwise. But 
regulation of them must arise from its own necessity, 
and burdens upon them must derive from justice. The 
Government cannot, for the sake of the railroads, in
vent and apply to their competitors either regulation or 
burden on the theory upon which horses are handicapped 
in a race. A similar principle applies to -Glilroads, and 
to the extent that they are handicapped by burdens for 
which the reason is obsolete or non-existent, Government 
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has a positive duty to remove them. The guiding rule of 
the whole matter seems to us quite clear: 

With the danger of railroad monopoly· going or 
gone and (whether going or gone) completely co".. 
trolled by regulation, GO'IJernmmt has a positive duty 
to see to ;t that neither the railroads nor their com
petitors .e either unduly handicapped or unduly ad
'Vtmtaged. Thereafter, in a fa;" field and no flS'fJor, eco
nomic competition must decide the qutCstion of sur
'Viva! under private ownership and operation. 

( c) Regulation should not be abandoned. It should 
be put on the simple basis of public protection. . 

There is respectable opinion that the development of 
effective competitive methods argues for the abandon
ment of all railroad regulation. The Committee cannot 
concur. Competition of paralld methods is as yet lim
ited and localized and, while it is a powerful and grow
ing force against monopoly, it does not rdieve the neces
sity for railroad regulation and, because of other aspects 
of public interest and dependence already mentioned, 
in our opinion, it never will. On the contrary, we regard 
regulation as necessary in the interest of both the rail
roads and the public and we think that it should be ex
tended to other forms of transportation. 

But, for reasons stated hereinafter, more care must 
be taken to maintain managerial initiative. Regulation, 
whether of railroads or other forms should not attempt 
to "run the business" of transportation. It should con
centrate on protecting the public against discrimination, 
extortion and other abuses of monopoly and on insuring 
the most efficient service at the lowest competitive cost. 
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If these conclusions on general principles are correct, 
several changes in policy flow inevitably therefrom, viz: 

(1) Parallel J.ii,.es and systems are wasteful and un
necessary. Regional consolidations should be has
tened and, where necessary, enforced, looking 
eventually to a single National system with re
gional divisions and the elimination of all excess 
and obsolete lines and equipment. Neither holding 
companies nor any other device should be permitted 
to hinder consolidation or evade the letter or the 
spirit of regulatory law. 

The policy of maintaining parallel and competing 
lines or systems on the theory that thus extortionate rates 
and discrimination may be restrained is wasteful and, of 
course, untenable under a system which controls rates 
and practices to the ultimate. 

Duplication and unnecessary overheads, facilities and 
services, inherent in the present multiplicity of railroads, 
are very expensive and consolidations should be has
tened. In plans for this, consideration should be given to 
creating a single efficient system (rather than competing 
systems) for each natural trade area, even to the ultimate 
extent of a single National network with regional divi
sions. It has been estimated by good authority that sev
eral hundred million dollars, or enough to pay interest 
on a large part of the outstanding railroad bonds, can 
be saved. Consolidation is so vital to the public welfare 
that, unless it is voluntarily accomplished within a rea
sonable time, the Government should compel it. Neither 
holding companies nor any other device sLould be per
mitted to hinder consolidation or to evade the letter or 
spirit of regulatory laws. 
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(2) Unprofitable railroad services should be replaced by 
cheaper alternative transport methods. 

In view of the rapid development of automotive and 
other transport, there is no justification for maintenance 
by railroads of losing services and lines, and there de
volves upon regulatory bodies and controlling interests 
something more than a negative duty to hasten their 
replacement by alternative methods, such as motor trans
port, which can render adequate service on a profitable 
basis in cases where rail transportation can operate only 
at a loss. 

(3) Railroads should be permitted to own and operate 
competing services, including water lines, but regu
latory jurisdiction should be extended to water 
rates and practices in coastal, inter-coastal and lake 
shipping to relieve commerce of present chaotic 
conditions. Congress should promptly clarify its in
tention on the long-and-short-haul clause of the 
Transportation Act: 

Restrictions on the ownership by railroads of water
borne, automotive or other competing services seems 
anomalous in a regime which has demonstrated its effec
tive control of both rates and practices. 

There are certain competitive situations where rail
road rates between two ports are fixed by regulation and 
unregulated water rates are in chaos. This is disturbing 
to commerce and unfair to railroads. For this and other 
reasons, we believe that the jurisdiction of the regulat
ing body should be extended to cover inter-coastal, 
coastal and lake commerce. We do not mean to recom
mend that water rates, based on actual lower costs, 
should be regulated upward to equalize traffic in favor 
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of railroads. But we do believe that, in such a situation, 
some stabilizing influence should be applied in the inter
est of commerce generally as well as in fairness to rail
roads. 

The law prohibits a railroad from charging less for 
a longer than for a shorter haul, over the same line, in 
the same rurectiort, the shorter being included in the 
longer, but permits the Interstate Commerce. Commis
sion a discretion to relieve this restriction. 

The law is not altogether clear and the Commission's 
interpretation and decisions have been the subject of 
long and persistent controversy. Grave consequences 
affecting wide economic areas are involved and the situa
tion requires prompt clarification. Two pending sugges
tions by the Interstate Commerce Commission and one 
by the House Committee might contribute thereto. If 
jurisdiction of the Commission be extended to include 
inter-coastal commerce, or if a new rule of rate-making 
be adopted, the problem would be simplified. But if 
neither of these things is done, it is important that Con
gress act at once to declare its intention on this important 
application of the so-called "long-and-short-haul" con
troversy. 

(4) Government assumption of all or part of the costs 
of inefficient competing transport as a defense 
against monopoly is no longer· warranted and 
should be abandoned. As a general principle inland 
waterways should bear all costs of amortization, 
interest, maintenance and operation of the facilities 
for their navigation. If they cannot bear such 
charges and compete with other fom3 of transport, 
they should be abandoned. The St. Lawrence. 
Waterway should be tested by this rule of self-
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support and if it fails in that test the pending treaty 
with Canaaa should not be ratified. Governmental 
commercial operation of the actual facilities of 
transportation, such as barge-lines, should not be 
continued. 

Creation and maintenance, by .Government, of com
peting methods of transport, where the result is not (as 
in the Panama Canal) to provide more efficient service 
at lower cost, but only (as in some inland waterways) 
to maintain at the taxpayers' expense, more costly and 
less efficient service can no longer be justified as a defense 
against monopoly. 

This Government has long been committed to the im
provement and maintenance of shipways and of at least 
the outer harbors of ports accessible to great naturally 
navigable waterways. This involves expense, defrayed 
by taxation of the whole Nation, but applied at particu
lar points, in the development of the instrumentalities 
of interstate and international commerce. To an extent, 
these waterways are the railroads' competitors and, a~ 
far as they go, these expenditures favor them. But in 
respect of accessories to naturally navigable waterways, 
such as ocean harbors and their approaches and the har
bors and channels of the Great Lakes, this is a recog
nized function ·of government the world over, for naval 
as well :jS commercial purposes, and the railroads may 
be presumed to have been located, financed, and con
structed with this in view. We have not heard it decried 
as an unjust handicap and with these remarks it passes 
from our consideration. 

But, with inland waterways in general, the case is 
otherwise. For the sake of illustration, let us imagine a 
Federally constructed canal between, for example, To
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peka and Oklahoma City-a stark ditch. If that canal 
fairly bore the burdens of its cost of construction and 
operation and yet could furnish transportation at an ad
vantage over rails, nobody could complain, regardless 
of the extent to which it diverted railroad traffic. But if 
such was not the case and the canal could compete only 
if the public paid enough of these charges to undercut 
the cost of rails, it seems too obvious for argument that 
its creation and maintenance would be a direct impair- . 
ment of the railroad system by public subsidy and dis- . 
tinctly inimical to the National interest. 

Exactly the same principle of self-support seems ap
plicable to any natural waterway upon which improve
ment and engineering devices are necessary to provide 
effective navigation. We think it is the very touchstone 
of the whole vexed problem and that every existing or 
projected improvement should be tested by its applica
tion. Any project which fails to answer that test should 
be abandoned, without hesitation, as an unwarranted 
waste of public money. 

(a). The Great Lakes Waterway. 

The connecting channels of the Great Lakes were not 
navigable in the modern sense in their natural state, but 
the Great Lakes Waterway now stands as a fully created, 
implemented and efficient system of navigation which, 
in many respects, falls under the considerations govern
ing Federal improvement of ocean ports, harbors and 
shipways. 

(b) The St. Lawrence SeaWllY. - , 
There are obviously not at present any facilities for 

navigation, by ocean-going vessels, of the restricted wa-
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. terways connecting the Great Lakes with each other and 
: with the sea. The project to create such a shipway to the 
. head of Lake Superior is a major engineering project 

of stupendous magnitude and very great cost. There is 
diversity of opinion as to whether the project is prac
ticable. It is clear from our studies that the peculiar 

--type of Lake bulk-carriers is far more efficient than any 
ocean freighter and from this fact that the area of econ
'omy is restricted practically to savings in cost of trans
.shipment. But our studies also show that, in no reason
able probability, could this minor saving be enough to 
approximate even the carrying charges on this project. 

In conformity with one of the general principles al
ready announced, if this seaway could be shown to be 
the march of progress and if cheaper and more efficient 
transportation can thus be achieved, no barrier should 
be imposed against such a development. But we think: 
that, before ratification of the pending seaway treaty 
with Canada bargaining away valuable American rights, 
this project should be fairly tested on the rule of self
support and, if it fails, the treaty should not be ratified. 

(c) GO'IJernmetJt barge lines. 

Argument for and against Government-operation of 
barge lines was strongly pressed IJefore us. In this case, 

. not only is the waterway itself provi.ded and maintained 
at public expense, but the actual business of transporta
tion thereon is in part financed by Government. The 
claim is made, and in our judgment sustained, that, if 
the methods of accounting used by the Government in 
respect to the Panama Canal were applied, they would 
reveal operating losses which are charged to the tax
payer. We think: that actual Government operation of 
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the facilities of transportation, wholly or partly at public 
expense, is unjust to the vast majority of people, and 
unwarranted by any argument that has come to our at
tention. 

(d) Inland waterways in general. 

We recommend that the Congress give consideration 
to the formulation of a consistent policy on inland water
ways. We think that the test of self-support should be 
applied to every existing or proposed inland waterway. 

Unbearable tax burdens are generally recognized as a 
principal hindrance to economic recovery. Our waterway 
policy for the past few years has averaged a cost of about 
100 millioti dollars annually and tremendous projects 
involving hundreds of millions are being considered. 
Our studies show no commensurate economic benefit 
resulting from much of this spending. In such circum
stances, we think that a large part of this activity should 
be abandoned or at least suspended. It bears heavily on 
the taxpayer as a direct burden and even more heavily 
on the whole community in its contribution to the post
ponement of prosperity. At a time when the very 
stability of our system'depends on the balancing of Fed
eral expenditures with revenue and the sources of 
taxation seem almost dry, we find it difficult to justify 
this wasteful outpouring of hundreds of millions of dol
'lars for results so barren of economic returns. 

(5) Automotive transportation should be put under 
such regulation as is necessary for public protec
tion. It should bear its fair burden of tall: but only 
on a basis of compensation for pul1lic expenditure 
on its behaH. plus its share of the general tall: load. 
Neither tall: nor regulation should be applied for 
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any purpose of handicapping the march of progress 
for the benefit of the railroads. 

The problem of the automobile is very difficult. Its 
roadbed is provided at public expense and it requires 
few, if any, terminal or similar facilities. It need not
as must railroad&-load any part of its cost of operation 
with a charge for this construction and maintenance. It 
can make rates which do not involve charges for depre
ciation and amortization. It can pay whatever scale of 
wages and exact whatever hours of labor it can make 
effective. It can bargain closely and instantly and can 
walk away with business while the railroads are involved 
in a prescribed process before their regulating overseers. 
It is not attached to rails and can furnish swift door-to
door service which railroads as such cannot even approxi
mate. It may be a common canjer, a contract carrier or a 
private operator. It moves intra-state and inter-state and 
may change its character in these matters instantly. It 
need not maintain continuous schedules and service. It 
can pick its business and is prone to take the cream of 
the traffic and leave the rest for the railroads, which must 
receive whatever is tendered. It can be permanently or 
sporadically in business and competition. With these ad
vantages it has made inroads into railroad business and 
the difficulties are only partly suggested by this short 
recitation of complexities. 

The problem thus presented has been regarded as 
serious in every important country and commissions simi
lar to this Committee have been convened in several of 
them. The difficulty is not solely in the amount of ton
nage diverted but resides also in the chaotic rate condi
tions presented to commerce in general and in many new 
necessities for public protection. It has been a matter of 
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primary concern to our Interstate Commerce Commis
sion, to State Commissions everywhere, to the Congress, 
to the highway users themselves; and to all who have 
given great study to the transport problem. 

One thing is certain. Automotive transportation is an 
advance in the march of progress. It is here to stay. We 
cannot invent restrictions for the benefit of railroads. 
We can only apply such regulation and assess such taxes 
as would be necessary if there were no railroads, and 
let the effect be what it may. 

On the question of whether public financing of road
beds operates as a subsidy, there is a vast variety of cir
cumstance. The automobile itself, its fuel, lubricants and 
operations are all heavily taxed. Does the total of these 
assessments -bear its share of the general tax load and 
also sufficiently reimburse the public expenditure on the 
roads it uses? If it does, the circumstance that the charge 
is not comparable in amount to railroad costs of con
struction and maintenance of terminals and roadbeds is 
immaterial. The purpose is not to handicap automotive 
competition, but only to do justice. 

These questions are of mixed State and Federal bear
ing and very difficult of determination. Both taxes and 
regulation on motor transport vary among the States 
and, while it has been strongly urged as the only solu
tion, the Committee believes it impracticable to get uni
formity by any plan for concert of State action. Our 
studies clearly indicate that in some States automotive 
vehicles do not bear their full burden of taxes. We think 
they should pay the carrying charges and cost of main
tenance of the highways they use and also their share of 
the general tax load. The Interstate COmln~rce Commis
sion recommends regulation of inter-state buses and ex-
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tension of their jurisdiction to include inter-state trucks. 
The Committee believes that the situation requires gen
eral Federal jurisdiction of motor transport. It recog
nizes that no such intricacy of regulation as characterizes 
railroad supervision can ever be extended to this field, 
but it is convinced that a broad measure of Federal and 
uniform State control can and should be applied. 

A valuable advance is registered in the recent report 
of the Joint Committee of Railroads and Highway Users 
on the regulation and taxation of highway transportation 
recommending principles governing the subject which 
have been agreed to by these diverse interests. This kind 
of public-spirited cooperation is one of the most hopeful 
aspects of this difficult problem. 

(6) Wages and working conditions of labor in trans
portation are determinable by established proce
dure in another forum and are not within the scope 
of this inquiry. There sbould be no heavier burdens 
on the railroads in employing labor to operate au
tomobiles than on their competitors. In the rail
roads (as in other industries) rates, capitalization, 
salaries and wages must all follow changing eco
nomic conditions, but none sbould be sacrificed for 
the benefit of others. 

It is asserted in behalf of the railroads that certain 
restrictions imposed on them in the mafter of hiring 
labor for truck and bus operation which automotive 
transport escapes, unfairly prejudice the railroads and 
that labor in this competing industry is not properly 
protected. The Committee thinks that the railroads 
should be under no greater restrictions in employing la
bor for automotive operation than are other automotive 
users but it would prefer to see equalization by improv-
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ing conditions in automotive labor rather than by impair
ing conditions of employment in railroads. 

The Committee regards the particular wages and con
ditions of labor generally as beyond the scope of its in
quiry. It merely offers the suggestion that, while Gov
ernments cannot and should not attempt to regulate the 
use by owners of their own automotive property, they 
might, in assessing taxes or issuing licenses, impose con
ditions of employment on vehicles not operated by own
ers. 

The Committee believes that a permanent and uni
versalliquidation and downward adjustment of values 
and incomes of all kinds have occurred in this country 
and that railroad rates, capital structures, salaries and 
wages must all respond to this generally changed con
dition, but that none should be sacrificed for the benefit 
of others. 

A considerable number of obsolete rules governing 
overtime, hours constituting days' work, and restrictions 
on service, survive in the railroad wage structure. The 
Committee does not wish to see labor lose any of its 
hard-won improvement in conditions, but it believes 
that the just substance .of them can be retained without 
adherence to obsolete forms, and that labor is as eager 
as railroads to modernize and simplify the structure of 
wages and working schedules. 

We regret that the labor organizations did not see fit 
to avail themselves of the Committee's invitation to sub
mit their recommendations on the general subjects of 
our investigation. We had hoped to have the benefit 
of their wide knowledge concerning railrM4labor condi
tions and also their views on the best methods of protect
ing labor in railroads from conditions in competing 
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methods and of improving conditions in the latter field. 
It is only fair to call attention to the fact that our mate
rial does not include any presentation by the labor or
ganizations of any facts that might have seemed perti
nent from their point o~ view. 

(7) Beacons, weather service and similar auxiliaries to 
air traffic should be maintained at public expense 
and air transport should be encouraged during its 
development stage but we believe that every such 
service should ultimately pay its own way. 

Air service is diverting some'traffic from railroads and 
threatens greater inroads. Here again the railroads ~re 
confronted with a development of human progress. It 
cannot be handicapped in their behalf. The most that 
they can ask: is that it be not unfairly advantaged and, 
for reasons stated herein, we think: that the real railroad 
remedy against this competition is to enter and help de
velop it. 

Existing American airways are unquestionably subsi
dized at public expense. Various forms of fiying-aids are 
maintained. Mail contracts, paying much more than re
ceipts from air postage, are in effect with a deliberate 
purpose of subsidy and there is no doubt that lower rates 
on all air service are thus made possible at public ex
pense. 

The Committee believes that beacons and fiying-aids 
are like lighthouses and navigation aids at sea and can
not be abandoned or charged for. The railroads were 

. themselves subsidized in their development period. We 
cannot condemn Government aids to the inauguration of 
this valuable service. But, however much subsidy may be 
justified in a development period, we feel that every 
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established transport service should ultimately be self
sustaining, that air service has a definite place, that it 
will inexorably take that place without the continuing 
necessity for the subsidy granted in the early stages of 
development and that the necessity for such aid is even 
now decreasing. It is of the utII/ost importance that such 
aid as is given should be fairly and economically dis
tributed. 

(8) The Committee has no recommendation to make on 
pipe li~es. 

There are projects for a wider use of pipe lines as a 
transportation agency but at present they do not consti
tute a problem. They are not subsidized and they are 
effectively regulated. The subject has been ably and 
exhaustively studied by the House Committee on Com
merce in a. forthcoming report. From our own studies 
we do not recommend further present affirmative action. 

II. The policy of trying to appraise railroad properties 
on some selected basis of valuation and then saying that 
they are entitled to earn a fair return on this appraisal 
should be reconsidered. Where competition with trucks 
and other methods exists, it will determine rates. In other 
cases rates must be regulated but the basis of costs of 
operation under efficient management is a better general 
guide than any attempt to preserve capital structures re
gardless of economic trends. We see no reason why the 
rate-making rule should not say in plain English that rail
roads are entitled to make a reasonable profit based upon 
costs of efficient operation and that they are not entitled 
to earnings merely to preserve present. structures if over
capitalized. 

Notwithstanding social and economic aependence on 
railroads-right or wrong-we have, since the begin
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ning, relied on private initiative for their development 
and financial support. Profit,is the only incentive to pri
vate investment. Unless the railroads are permitted rea
sonable earnings on the cost of efficient operation, there 
is no alternative to Government ownership and complete 
socialiZation of our railroad system. But that does not 
mean that railroads, any more than other industries, are 
entitled to a guarantee of earnings on their investments 
in property: In early periods of railroad development 
and unregulated monopoly, the profit incentive was 
over-emphasized and resulted in unconscionable abuse. 
Extravagant profits, or the hope of them, contributed to 
the rapidity of the extension of the system, but they 
also got a sharp rebuke in certain instances of attempted 
confiscatory rate regulation. The courts intervened with 
an opinion that rate-making must be limited by the right 
to a "fair return" on the value devoted to public serv
ice. Though originally probably intended as a protection 
against confiscation in individual cases, this principle, by 
a process of evolution, became a rule governing ~he gen
erallevel of rates. 

We think this rule should be abandoned. Nobody ever 
thinks of saying that the costs of bricks and mortar in 
an industrial plant should determine what it shall charge 
for its products. If it can keep its costs low enough tei 
earn a profit on what its product is worth to the public 
in competition with other products, then it is worth from 
ten to twenty times what it can earn. If it cannot do that, 
it is as apt to be a liability as an asset. 

In this sense, the present railroad rule puts the cart 
before the horse. It tends to ununiformity of results, per
petuation of debt and of obsol,ete and exaggerated capital 
structure, insufficiency of allowance for obsolescence and 

xxxix 



AMERICAN TRANSPORTATION PROBLEM 

depreciation, inadequacy of surplus and reserves, and 
maintenance of unnecessary properties and facilities. The 
results are unjustifiably high rates in some cases and 
low rates in others. It evolved on the theory that, if 
not so restricted., the railroad monopoly would earn in
ordinately. That theory is becoming obsolete. The day 
is not far distant, if, indeed., it has not already arrived, 
when, even if wholly unregulated, some of our rail
roads may have difficulty in earning a "fair return" on 
asset values, no matter by what rules such values are 
defined. These competitive. developments are inexorable. 
The public is entitled to all benefits of the march of 
progress and nothing will prevent that consummation. 
We think that the right principle of rate-making is as 
follows: 

Wherever there is fair economic competition it will 
decide the rate question and it should be permitted to 
do so freely. Where there is no such competition, the 
problem of rate regulation arises, but costs of service 
under efficient operation are a better general guide 
than some arbitrary determination of asset values. 

If, on that basis, a railroad cannot earn enough to sup
port its capital structure, the remedy is not to raise rates. 
It is to revise the structure. And if on no reasonable re
vision can the capital structure be maintained, it is an 
economic misfit. Parts of it that cannot live should be 
abandoned and the rest either set up in a new system or 
consolidated with other groupings. 

Fixed railroad indebtedness is not commonly retired. 
It is refunded. It is a universal rule of financing that 
any debt for purchase of productive faaJjities should be 
amortized during the lives of those facilities out of re-

x! 



REPORT OF THE COMMITTEE 

turns from their use. Railroads are not exempt from this 
well-established principle and rates should be subject to 
no restriction which contravenes it. A Cause contributing 
to the present crisis is the unwieldy proportion of inter
est-bearing debt in railroad capitalization, much of it 
representing facilities long ago scrapped. We distinctly 
do not believe that past mistakes as represented by pres
ent unwieldy debt structures should be salvaged by in
creased rates. The present debt structure must be revised 
and losses written off. But, as to the future, we do 
think that rate-making should look to the retirement of 
new debt incurred for purchase of productive facilities 
during their lives and out of returns from their use. 

The Interstate Commerce Commission petitions for 
"A simple rule which shall make it clear that, in regulat
ing the general level of rates, we shall always keep in 
mind and be guided by the need for producing, so far 
as possible, revenues which are sufficient for the main
tenance of an adequate National railway transportation 
system and also recognize the principle that the railroads 
may justly earn a surplus in time of prosperity to offset 
deficiencies in time of depression." 

The Interstate and Foreign Commerce Committee of 
the House of Representatives recommends the follow
ing: "In the exercise of its power to prescribe just and 
reasonable rates the Commission shall give due consid
eration, among other factors, to the effect of rates on 
the movement of traffic, to the need, in the public inter
est, of adequate and efficient railway transportation serv
ice at the lowest cost consistent with the furnishing of 
such service; and to the need of revenues sufficient to 
enable the carriers, under honest, economical, and effi
cient management, to provide such service." 
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It will thus be seen that those who have given the 
subject of rate-making the closest attention have aban
doned the theory of making rates on some basis of evalu
ation. It is said that the principles just discussed are im
plicit in both of these suggested rules. If so, we approve 
them, but the Committee sees no reason why a rule for 
rate-making should not say in plain English that rail
roads are entitled to make a reasonable profit on costs 
of efficient operation and that they are not entitled to 
preserve over-capitalized corporate structures. 

III. The railroads should do much that they have not 
done to improve their condition without any Government 
help at all. They should promptly be freed of all unneces
sary restrictions on the .doing of it. It has been estimated 
that less than a 20 per cent increase in traffic would put 
most of them on an earning basis. In view of the narrow
ness of this margin of loss and of the very great savings 
possible in railroad operation, we regard their outlook as 
far from hopeless. 

The effect of protracted depression is to reveal the un
derlying trends of an era. While part of our transport 
difficulties are, like other troubles, no more than reflec
tions of depression, continued traffic stagnation has un-' 
covered organic difficulties. I t by no means follows, how~ 
ever, that this condition was either caused, or can be 
cured by Government. In this time of extreme stress on 
everybody, the public has a right to expect the railroads 
to do what they can for themselves before-they calIon 
the rest of us and we are convinced that there is a great 
deal which the railroads have left undone. It has been 
said by experienced and informed obserVers that-be
cause of enforced reduction in expense--a 20 per cent 
or even a lesser increase in traffic volume would put most 
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of the railroads on an earning basis and that less than 
a 50 per cent increase would restore them to net earning. 
levels of 1929. Passing the question of strict accuracy 
in these broad assertions, the fact is that, here as else
where, there has been such liquidation of the general ex
travagance of the 1929 delusion, that a very moderate 
movement on the upward business spiral would dissi
pate much of the seeming cloud on the splvency of many 
railroads. The Committee is not proceeding on conjec
tures of unwarranted optimism, but it does seem that, 
if the margin of loss is as scant as this, it is narrow enough 
to invite some robust action in railroad administration 
to improve earning statements--not by increased traffic 
or Government intervention-but by economies and im
provements in operation, and perhaps by a reduction .in. 
rates to attract more business. That has been the uni
versal action in sister industries and that is the view of 
some of the leading authorities in railroad management. 

Against this view it is urged that railroads have been 
prevented by statutes and regulations from acting freely 
or that, where they have been permitted to act, restric
tions legally imposed upon them as railroads have been 
extended to them in new fields. While we believe that 
this argument is too much emphasized, we have found 
some substance in this complaint. The Committee be
lieves that railroads should be permitted to act along the 
lines suggested herein subject to no more and no heavier 
restrictions than their competitors and that the Congress 
and regulatory bodies owe them a positive dlity'..;to· re
lieve them promptly of any handicap whatever:in this 
regard. 
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(a) Railroads should adopt the competing methods of 
which they complain. 

Much of the difficulty which the railroads ascribe to 
automotive and potential air and pipe line competition 
should and could have been relieved by an alert and 
aggressive railroad policy. We believe that if the rail
roads had regarded themselves more accurately as pur
veyors of transportation rather than as guardians of a 
monopoly, they would have been more alert to take 
advantage of every developinent in their field and that 
a more progressive policy might have turned to their own 
distinct advantage the very things they now regard as 
a burden and a threat. 

Resort to Government as an alternative to self-help 
is to be deplored. The early transport pioneers did not 
go to Washington to have their ferries and steamboats -
protected against rails. They developed the rail service 
and became controlling figures in the new field. We 
think it is quite clear that the railroads have been dis
tinctly remiss in not getting the most out of the new 
methods. It seems to us that the truck, in local and ter
minal service, motor drawn equipment on rails and high
ways in many cases, and the airplane, where rapid transit 
is required, afford a way to a beneficent transport revo
lution, that the railroads themselves owed a duty to the 
public to have led, and that the quicker they do so now, 
the better it will be for all concerned. After they have 
taken this logical step, we wonder whether they will be 
so eager to restrict these other forms of transportation 
as they are now. 
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(b) Railroads should cooperate to reduce competitiv~ 
expense. 

(1) Unnecessary services should be abandoned. 

We think that there has not been sufficient cooperation. 
among the railroads. As an example, we quote from the 
Interstate Commerce Commission's 1932 report, P. 37: 

"The expenses so chargeable to passenger and al
lied services for the year 1931 before taxes, rentals 
and interest were 110.82 per cent of the revenues 
from those services. For the freight service the cor
responding figW-e was only 68.62." 

The public is familiar with the spectacle of "crack" 
passenger trains shuttling back and forth across the C<lun
try empty or nearly so and perhaps, also, with the ex
planation that this "is necessary to retain the competitive 
reputation for seryice"-in other words, for sales pro
motion or advertising. The Committee believes that 
agreements in good faith and within the law could re
lieve this expense. We think empty trains should either 
be filled by reduced rates or taken out of service. With 
our whole economic structure at stress, sympathy with 
such extravagance is difficult. 

(2) Metropolitan terminals should be consolidated 
and unnecessary facilities acrapped. 

Terminal expenses constitute an astonishing propor
tion of railway costs. Great economies, and much im
proved service, are possible through the use of trucks in 
terminal areas and further large savings by unification of 
railway and other terminal facilities. Railroads have in
sisted on separate terminals in metropolitan areas for 
purely competitive advantage. The resulting multiplic-
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ity has imposed high costs, poor service, and great waste. 
This burden upon shippers is indefensible. Reform is as 
necessary to modern metropolitan convenience as to rail
road economy. It is impossible to deal effectively with 
the manifold problem of a modern city without a unified 
plan of development for all forms of transportation. 
This problem differs in different cities and there are 
legal and other difficulties involved, but much could be 
accomplished at once by cooperation among railroads and 
a complete solution would be greatly facilitated if all 
forms of transportation were placed under a single regu
latory agency and if railroad consolidation were worked 
out along regional lines. 

These improvements would entail wholesale scrapping 
of some facilities. We cannot follow the argument 
against the writing-off of obsolete, non-earning, and un
necessary properties. We think that there are thousands 
of miles of trackage and many other facilities, both in 
terminals and elsewhere, which serve no necessary pur
pose an.d which do not now earn and never can. They 
are handicaps on efficient operation and burdens on the 
public. Their elimination would reduce capital assets 
but it would result in lower rates, better earnings and 
improved service. 

(3) Circuitous haulage should be eliminated. 

Circuity in haulage to keep traffic on the rails of a 
single system entails great waste for which the Commit
tee can find no sufficient excuse. As in all attempts to 
apply general principles to the infinite variety' of cir
cumstance in a great nation, a Bat rule requiring freight 
to be routed by the most direct route, letting the revenue 
fall where it may, would result in some hardship, but 
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the present practice leads to grotesque results. It is not 
easy to reduce the effect to figures, but the unnecessary 
haulage of freight has been estimated at a large percent
age of total ton-mileage. Until the railroads are willing, 
by cooperation, to eliminate this kind of waste, it is diffi
cult to share their apprehension of competing methods. 

(c) Financial management should be improved. 

We have discussed our view of the contribution of 
existing rate-making rules to present financial distress, 
but we also question the policy of some railroads in ap
plying too great a proportion of earnings to dividends 
and too little to the retirement of debt and the accumula
tion of surpluses and reserves-a practice which we re
gard as responsible, at least in part, for the existing un
fortunate condition of some roads. 

(d) Transport methods and equipment should be 
brought up-to-date. 

We acknowledge the restrictions on railroad initiative 
through regulation of appliances and on railroad re
sources through rate regulation. We are also aware of 
the progress that has been made in speed, quality of 
service, and increase in the radius of use of material 
equipment. Nevertheless, it cannot be fairly said that 
railroad advance in applied science is abreast of that in 
other industrial fields. For example, the improvements 
in Germany with stream-lined Diesel and electric trains 
of very light tonnage maintaining schedules 'bf 96 miles 
per hour to offset motor transport, has no ~(junterpart 
here. The Committee has not found it practicable to 
make exhaustive studies on this subject, bllt offers the 
suggestion that"' the Interstate Commerc«}. Commission 
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authorize, and the railroads set up, one or more central 
research and engineering organizations to which all rail
roads in certain groups shall contribute--their products 
to be available to all contributors. 

(e) In view of what could be done by better manage
ment, the general outlook seems far from hopeless. 

Generally speaking, it must be recalled that, in rail
roads--almost alone among sister industries-rates re
main at boom-time levels. Adjustment to new economic 
horizons lags. It is hard for us to believe that whole
hearted cooperation and vigorous application of contem
porary principles of industrial management and control, 
within the various railroad companies themselves, along 
lines just discussed, would not do more than can Gov
ernment or any other outside force to rehabilitate this 
most important of American industries. . 

In depths of depression, as at peaks of prosperity, 
fundamental values become distorted by the fog of 
gloom, on the one hand, and the rosy haze of hope on the 
other. These opportunities for aggressive policy and 
management coupled with at least some of our sugges
tions in aid of the transportation situation as a whole seem 

. to us to indicate a distinctly hopeful (rather than a de
spairing) prospect for the railroads and we think that 
both regulating agencies and others having interest and 
in1lu~nce in the railroads should act promptly to over
come what seems to us a degree of inertia in this regard. 

IV. Regulatory jurisdiction should be extended to the 
whole National transportation system but applied only to 
the extent necessary for public protection. The existing 
regulatory mechanism of the Interstate Commerce Com-
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mission is inadequate and should be improved by reor
ganization without expansion or increased expense. 

The work of the Interstate Commerce Commission is 
a contribution to the advancing science of political econ
omy. One has only to read its most recent report to 
realize the sympathy and intelligence with which it ad
dresses the problems confronting it. It has pioneered a 
complex subject and, if.it has recently operated on prin
ciples which this Committee regards as in part obsolete, 
it is important to remember that they are statutory prin
ciples. We think that if critics would give more attention 
to the legal limitations upon the Commission and its own 
repeated recommendations thereon, they would find less 
ground for complaint. 

The studies of the Committee clearly indicate the ad
visability of extension of regulatory jurisdiction to the 
whole transportation system. The Committee feels that 
a judicial type of organization, such as the Commission 
now has, is inappropriate to its present work and wholly 
inadequate to a wider jurisdiction. In extending its pow
ers, it is not necessary to expand its personnel and ex
penditures. What is needed is to reorganize its functions, 
divide its work, and give it a form and method more 
appropriate to the tasks before it. At present they include 
rate-making, and that is at least a quasi-legislative func
tion; decisions in conflicting causes, and that is distinctly 
judicial; and supervision of administration, and that is 
certainly executive. From another angle of @.nalysis, we 
find it attempting to plan, and that is a stafi' duty, and 
to carry plans into execution, and that is purely operative. 
For all these inconsistent purposes, it must finally act 
in a body on many questions, with no s~cient latitude 
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for delegation, and that is utterly inconsistent with any 
modern theory of operation except for legislative and 
judicial action of the very highest order. 

The data before us indicate that (whatever may be the 
limits to which actual regulation or administration is ex
tended) the necessity for planning and for comprehen
sive information on the whole transport problem is ab
solute. A cogent railroad argument is to the effect that 
the Government has regulated the' initiative out of the 
railroads, and that by reason thereof, they are in their 
present plight. While there is a tendency to overempha
size this, three facts remain: first, that the Government, 
principally through the agency of the Commission, has 
for many years assumed to dominate railroad adminis
tration; second, that railroad policy and management 
are not abreast of sister industries; and third, that some 
railroads are in a perilous condition. Nobody can assume 
authority without accepting responsibility. The existing 
railroad condition speaks for itself to say that regulation 
by the Commission has left something to be desired. 

The lack: of incentive or authority in the Commission 
to plan and to act affirmatively is evident throughout its 
most recent report. It hopes that "efforts have been or 
will be made to bring the rival transportation agencies 
into some measure of agreement." It thinks that "no 
rival transportation agency should be given unfair ad
vantage," but complains that "there is no adequate in
formation ..• nor do we know of any comprehensive 
and definite plan for a cure ••. " It believes that the 
public "safety and convenience" should be protected by 
regulation of automotive agencies but asb for "a thor
ough investigation under authority of Congress." It says 
of regulation of port-to-port rates, ''We have not in-
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vestigated this subject, but are convinced that it merits 
serious consideration by Congress." Speaking of restric
tions on railroad ownership of water-carrier lines, "If the 
railroads wish this prohibition removed, they should so 
request the Congress without further delay. Until the 
reasons for such a change have been fully presented,- we 
have no opinion to express upon it." On the question of 
stilling of railroad initiative, there is the suggestion that 
the railroads "ask the appropriate authorities for definite 
relief." Without unduly extending these quotations, it 
is fair to say that the whole report is eloquent of a 
somewhat passive attitude toward acknowledged evils 
and also of grave difficulties that have arisen from drastic 
regulation verging on administration by an authority 
which sits and hears but has only a limited scope in which 
to inquire and plan and act. 

If, as we think it should, the regulating body should 
pass on railroad corporate reorganization, there would 
be a new and expert function for which we think the 
Commission is not now equipped or organized. There 
should be a separate department and an appropriate ex~ 
pert personnel for this work. This is an emergency1mat
ter. 

The organization should be reformed without expan
sion to act along wider and .more affirmative lines with 
less attempt to run the business of transportation and 
with more concentration on protection of the public, and 
maintenance of a healthy national transport system. It 
should have inquisitorial powers and duties to keep con
stantly abreast of changing developments aii.~hould be 
required to report annually to Congress on the state of 
the nation's whole transport system with its recom
mendations for betterment. 
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Its activities should be reorganized with appropriate 
separate departments, with a chief at the head of each, 
for its legislative, executive and judicial functions, and 
for each major special function such as control of cor
porate reorganization. It should have also a planning 
department with a research staff and such other depart
ments as experience indicates. Except in the exercise of 
its more important legislative and judicial functions, de
partmental hearings and decisions should be sufficient 
and action as a body should not be required. While all 
heads of departments should sit in council on basic poli
cies and important problems, the body should have a 
vote only on the most important legislative and judicial 
decisions. Either one man, or at most an executive com
mittee of three, should have exclusive responsibility and 
authority in all executive functions, and final decision in 
all but the more important legislative and judicial func
tions of the separate departments. 

This form of organization and method divides, de
centralizes and so speeds works, permits specialization 
yet assembles special views on general policies. It retains 
the advantage of the committee form for council but se
cures the advantage of a compact responsible group for 
action. All these attributes will be needed in the tasks 
inevitably confronting future transport regulation and 
only a few of them are available now. 

V. Emergency Recommendations. 

(1) Corporate reorganization can and should be facili. 
tated by revision of the bankruptcy procedure. 

Present railroad distress is sufficiently shown in the 
current report of the Interstate Commerce Commission, 
that IZZ Class I railways failed to earn fixed charges in 
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the first three quarters of 1932. The financial structures 
of many railroads carry too many inflexible charges and 
too few liquid surplus assets to survive protracted non
earning periods. This condition cannot be cured by in
creasing rates to salvage old mistakes or by lending Gov
ernment money to preserve them. They require realistic 
reorganization in accordance with the facts. Some rail
roads can hope to survive only on drastic reorganization 
and scaling down of fixed obligations. 

The Reconstruction Finance Corporation was created 
to tide over an emergency, in the hope of some recovery, 
but this use of Federal credit encountered a link between 
the emergent and the more permanent problems. The 
fixed charges of some roads are heavier than any fair 
prospect of restored traffic will bear. The corporation 
cannot pour public treasure into situations where, instead 
of temporarily supporting operations and loaning to 
maintain prudent interest payments, there is a wasteful 
delta of out-flowing streams of. interest on unsupportable 
capital structures. That would postpone inevitable re
adjustments at public loss to no good purpose. There is 
need to reform these top-heavy structures to make them 
available for emergency aid before it is too late and 
the present legal mechanism is too slow and cumbersome 
to serve. 

We recommend revision of bankruptcy procedure to 
permit prompt and realistic reorganization of overcapi
talized corporate structures without destructive receiver
ships and judicial sales on depressed markets. to the end 
that the railroads' justifiable borrowing requirements 
may be met with safety to the lender under adequate 
protection. 
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(2) The recapture clause should be repealed retroac
tively. 

The so-called "Recapture Clause" of Section I5-a of 
the Transportation Act is based on an economic miscon
ception and has proved to be an element of uncertainty 
in railroad financing. We join the recommendation of 
the Commission for its repeal "both for the future and 
retroactively." 

(3) The statutory rule of rate-making should be re
vised. 

Reasons and suggestion for amending the present 
rate-making rule are discussed beginning at page 2 I.' As 
was there stated, rate-making cannot be made to preserve 
unsound capital structures or to "attract capital" regard
less of what the service is worth but if the rule is put 
on a common-sense and forthright basis, we can approach 
the railroads' financial problem with more intelligence. 
While this is a permanent as well as an emergency re
form we think it is important to a prompt and sound 
solution of the railroad problem. We understand that 
both the Interstate Commerce Commission and the 
House Committee on Interstate and Foreign Commerce 
recommend a change and regard its necessity as emer
gent. Indeed the Committee found no opposition to 
change in any of the evidence or representations before it. 

(4) "Adequate security" does not necessarily mean 
"marketable collateral." 

The Reconstruction Finance Act requires "adequate 
security" for railroad loans. It should do l'I) ;1nd we rec
ommend no change in the law. As a matter of interpre-

I Page xxxviii in present volume. 
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tation, however, if, upon reorganization of overcapital
ized structures or on sound existing structures, a particu
lar loan is sufficiently protected by priority of lien and 
reasonable prospects of earnings available to its priority 
of payment, we do not regard marketable collateral as 
a determining factor. In fact we believe that, with 
prompt improvement of capital structures where neces
sary, private capital will be available for necessitous rail
road loans. 

BERNARD M. BARUCH, 

Vice-Chairman 
CLARK HOWiLL 

ALEXANDER LEGGE 

New York, February 13, 1933 

C. SUPPLEMENTAL REPORT OF ALFRED E. SMITH 

While I am in su19stantial agreement with the greater 
part of the Committee's report, this supplementary 
memorandum states my conclusions in my own language, 
placing the emphasis where I think it belongs. 

EMERGENCY ACTION 

As to emergency action, I recommend the following: 
I. The recapture clause of the Transportation Act 

should be repealed retroactively. 
2. A debtor relief act with a special provision govern

ing railroads, which will have for its object scaling 
down debts and composing differences without 
bankruptcy receiverships, should be pas.sed, but its 
operation should be for the period of the emer
gency only, which for the purposes of this act 
should be declared to end on January I, 1935. 

After most careful consideration I cannot recommend 
Iv 
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as an emergency measure that there is immediate need 
of action by Congress to make a new statutory rule of 
rate making, nor that the present powers of the Recon
struction Finance Corporation to make loans to rail
roads should be extended or materially changed. Specifi
cally I believe no useful purpose will be served at this 
time by an extension of the powers of the Reconstruction 
Finance Corporation with regard to railroads so that 
they can make additional loans without full collateral, 
upon the assumption that railroad rates will be adjusted 
in such a way that these loans are bound to be repaid. 

Coming now to the basic troubles which afHict the 
railroads I have considered carefully the diagnosis 
offered by numerous groups and individuals, and the 
corresponding cures. No purpose would be served by 
extended analysis and comment because this subject is 
fully covered in the report of the staff. My conclusions 
are stated herein in summary form. 

THE RAILROAD'S COMPETITORS 

As to the subject of competition by air, water, pipe 
and highway lines, I believe that the effect of competi
tion of these lines upon the railroads has been exag
gerated. Drastic regulation of competing services is not 
the solution of the railroad problem, and such regulation 
should be established only in the general public interest. 
Regulation is expensive. It is bureaucratic. Once estab
lished it expands, and it paralyzes private initiative 
without offering constructive leadership. I believe that 
the air lines should be left as they are at the present, 
with no more regulation than is now pro\ided for. This 
is a new field, and the less private initiative is interfered 
with, the better it will be in the long run. The railroads 
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had their day of freedom from restriction coupled with 
enormous government subsidies. That day is over and 
individual initiative in blazing trails and laying ties for 
railroad lines across the Rocky Mountains and the Sier~ 
ras is no longer needed. Air lines are an infant industry 
and are entitled for the present to some government 
help without undue regulation. 

The pipe lines are built. They serve a very limited 
purpose. They present no serious menace to the rail
roads. I see no advantage in extending regulatory con
trol over them. 

As to water transportation, with particular reference 
to inland waterways, I believe that government subsidies 
in this field should be curtailed, not primarily because 
they result in unfair competition with the railroads, but 
because these subsidies have not proved effective. Cer
tainly the New York State Barge Canal cannot be said 
to compete with the existing railroads, because in spite 
of construction and maintenance by the State and free 
toils, the barge canal carries so little freight that it pre
sents no problem to the railroads. The New York State 
Barge Canal is an heirloom. Sentiment rather than com
mon sense makes us keep it up. I am npposed at this 
time to the construction of the St. Lawrenee Waterway, 
because it would be a waste of public funds. Present rail 
facilities are more than adequate to provide for every
thing which the proposed canal can accomplish. The cost 
of moving grain would not be lowered by this canal suffi
ciently to justify the- enormous expenditures which it 
would involve; keeping in mind also, that this water
way would be open only for a part of the year, and that 
the railroads would have to be used anyway the rest 
of the year. I believe that a special investigation should 
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be conducted into the Inland Waterways Corporation, 
to discover exactly what it costs the War Department t() 
operate this corporation, and whether or not further ex
penditures f,)r this purpose should cease. 

As to competition by motor trucks and buses, the tes
timony given before us does not indicate to me that the 
competition is at this time as serious a menace to the rail
roads as they claim it to be. Interstate trucks and buses 
as yet carry only a comparatively small part of all freight 
and passengers. On the other hand, it is unquestionable 
that this form of transportation will soon be used more 
and more, because it is economical and efficient. In a 
number of cases, buses and trucks have actually relieved 
the railroads of burdens on short hauls, and have en
abled them to cut down train service where these could 
not possibly pay. 

Extravagant claims are made as to the penalizing of 
railroad as contrasted with highway transportation by 
taxes and by numerous regulations affecting service and 
labor. Trucl.3 and buses are already substantially taxed 
through license, gasoline and oil taxes, and these are be
ing steadily raised so that within a short time, in the 
course of normal events, the users of highways for com
mercial purposes will be paying their full share of the 
cost of construction, reconstruction and maintenance. The 
tendency in every state is to make them pay their way, 
and the Federal Government is already taxing them for 
gasoline. In fact, at the present time in many states of 
the U nioll, gasoline and license taxes are being diverted 
from highway maintenance and construction to other 
fields of government expenditure. 

While-there is much to be said for regulation of all 
common carriers on highways by the Iry.terstate Com
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merce Commission or some other federal agency, and 
by the appropriate state regulatory agencies, it should 
be noted, however, that such regulation cannot reach the 
individual farmer, merchant, and owner who is not a 
contract or common carrier. I believe that such regula
tion should for the present, be for the purpose of insur
ing responsibility, and fixing the physical standards for 
vehicles and for similar purposes, rather than for the 
fixing of rates. This is practically what the railroad aJ;ld 
bus representatives themselves have recently agreed on. 
The plan for a federal license tax with a return to the 
several states of their respective shares, suggested by 
various witnesses, seems to me to be impractical, undesir
able and at present unjustified. I believe that the rail
roads should go into the bus and truck business on a 
larger scale, and that they should be encouraged to do so 
by appropriate legislation. 

GRADE CROSSINGS 

As to elimination of crossings at grade of highways 
and railroads, I believe that the railroads' share of the 
cost should be materially reduced. In many states the 
railroads' share is as high as 50%. This is unduly bur
densome and unfair to the railroads, and it has naturally 
resulted in bitter opposition to elimination orders and 
the general slowing up of the crossing elimination pro
gram. This reduction cannot, however, be accomplished 
by federal legislation or fiat. It must be brought about 
by persuasion in the several states. 

I cannot subscribe to the recommendation made to the 
Committee that Congress should fix a. maximum rate of 
taxation on railroad property beyond which any state and 
local levies would be invalid. . 
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VALUATION 

Coming now to valuation, I have not been able to give 
this subject sufficient study even to attempt a solution. 
The questions involved are exceedingly intricate. Mem
bers of Congress and experts outside of the government 
have been studying them for years without coming to 
a satisfactory conclusion. From a superficial study, I am 
not entirely satisfied that the prudent investment theory 
is unworkable. The reproduction cost theory is obviously 
obsolete and must be discarded. I cannot subscribe to 
the idea of basing railroad rates on ability to attract 
new capital, on the present cost theory or on the theory 
of the natural rule of survival. I doubt whether the 
courts would sustain or the public tolerate the survival 
theory. The present cost theory would tend to put the 
seal of approval on existing chaotic and wasteful railroad 
organization. The theory of fixing rates to attract new 
capital begs the whole question. It starts with a con
clusion and adjusts all the facts to meet it. Moreover, 
this theory would defeat itself because the public would 
not be able to pay the high rates which it would bring 
about. In the end there would be less traffic and less 
revenue than before. Moreover, even if the public were 
able to pay the bill, I believe that the adoption of this 
theory would perpetuate bad management, write up 
values of many railroad securities beyond their actual 
worth, and take away the incentive to consolidation and 
good management. 

A new principle of valuation has recently been pro
posed by the Committee on Interstate and Foreign Com
merce of the House of Representatives .. ~hich seems to 
me to have considerable merit, but which is in such gen
eral language that it is difficult to see how it can be made 

Ix 



REPORT OF THE COMMITTEE 

the basis for the scientific determination of rates. It 
seems to me, however, that this is a subject which Con
gress should decide. 

Whatever principle is adopted, I am satisfied that the 
general public wi11 not tolerate writing up values or 
increasing rates merely upon the theory that a great 
many railroad securities are held by savings banks, 
trustees and insurance companies as security for widows, 
orphans or other beneficiaries of trust. It must be recog
nized that many railroad bonds are worth less than par 
in the light of conditions entirely separate from the de
pression,· and that railroad stocks have declined even 
more in value. These assumptions are based upon any 
common sense theory of true valuation, whatever it may 
be. Similarly, I do not believe the public will approve 
the proposal that railroad rates should be high enough 
to retire a substantial part of outstanding bonds, because 
this will be regarded as just another way of attempting 

. to give present bonds artificial values. 

THE INTERSTATE COMMERCE COMMISSION 

Taking up now the general question of federal regu
lation, we are all agreed that effective regulation is an 
indispensable feature of the solution of the transporta
tion problem. I find, however, little in recent history 
to justify the continuance of the Interstate Commerce 
Commission as now organized. This implies no criticism 
of its members. They have attempted to function under 
an obsolete and unworkable law, and in the face of con
ditions which call for intelligent planning and leadership 
as distinguished from endless debate on details. Every
one admits that more and more of the work of the board 
must be delegated anyway, and if this is so, the question 
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arises as to why a board is needed at all. I believe that 
too much emphasis has been placed on the judicial func
tions of the Interstate Commerce Commission, especially 
on valuation and rate making, and too little on planning 
and administration. The complete break-down of th~ 
present valuation formula has.left the Commission in 
a condition which would be laughable if it were not so 
serious. The scrapping of the present formula opens up 
some very interesting questions for taxpayers. What, for 
instance, becomes of the tons of statistics and other data 
collected on the basis of the old formula? What of the 
payroll army of federal commissioners, counsel, experts 
and clerks? What of the wasted time of local officials, 
railroad representatives, farmers, business men and com
mercial organizations? Suppose that just a little com
mon sense had been substituted for all this scientific 
hash, this maze of regulation and red tape? I favor the 
abolition of the Interstate Commerce Commission and 
the creation in its place of a new department of trans
portation headed by one man, or a one man bureau head 
in the Department of Commerce determining policies 
with the approval of the Secretary of Commerce. What 
we need is a new transportation system, not endless hear-
ings on a system that does not work. .' 

~\ i' •. ~ .. ,:._ ~ ~ 

THE FUNDAMENTAL PROBLEM 

I am convinced that the fundamental problem of the 
railroads is that of nation-wide consolidation and re
organization to reduce costs and rates, and to write off 
losses. The era of railroad pioneering and competition is 
over. The roads must reduce overhead ana bperating ex
penses. They must scrap unnecessary, competing and 
weak lines. They must get rid of obsolete equipment. 
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They must cut out unnecessary services. They must use 
trucks and buses, eventually air transportation and, if 
necessary, waterways and pipe lines as a supplement or 
substitute for rails wherever these new forms of trans
portation are more economical. The establishment of a 

, limited number of strong regional railway systems 
would be a start in the right direction. Even this will 
leave a certain amount of wasteful ;md unnecessary com
petition. 

Whatever may be the basis of valuation and rate
making, there must be a scaling down of many railroad 
securities. I believe that the banks, trust companies, in
surance companies and other holders of railroad securi
ties must be realistic about this phase of the problem. 
The puolic will not stand for making them a preferred 
class of investors, who must get a hundred cents on a 
dollar, irrespective of the true value and condition of 
the business they have invested in, when values ih ill 
other fields are being readjusted and cut down. 

The question for the railroad executives, directors 
and security holders to decide is whether the steps taken 
in this direction should·be compulsory or voluntary. To 
date voluntary regional consolidation under the auspices 
of the Interstate Commerce Commission has made little 
progress. The question has been raised whether com

,pulsory consolidation is constitutional. As distinguished 
an authority as the late Senator Cummins thought it 
was, but there is no decision of the United States Su
preme Court squarely on this subject. There is much to 
be said for the theory that we are moving inevitably 
toward one national railroad system. Upon this theory, 
the major railroad systems might well give serious con
sideration to the appointment of some sort of an im-
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partial chairman, arbitrator or director-general to co
ordinate their present activities, and to prepare a plan 
of permanent consolidation. 

If the railroads show no willingness to reorganize, re
organization can surely be brought about by some form 
of condemnation or eminent domain. I believe that the 
railroads will be unsuccessful in attempts to maintain 
their present physical, operating and financial structure 
at the expense of the general public by penalizing com
petitors and raising competing transportation costs, in
flating securities, raising rates, limiting taxation by states 
and municipalities through federal legislation, borrow
ing government money without adequate security and 
other like devices. Similarly, attempts to bring about 
economy largely at the expense of railroad labor will 
prove unsuccessful unless this is part of a logical gen
eral reorganization in the interest of the public. U n
doubtedly many wasteful and unjustifiable regulations 
have been made governing railroad wages, hours and 
conditions of labor, and others which, however admir
able in themselves, the country simply cannot afford to
day, but the railroads cannot expect public support in 
changing these regulations merely as a means of retain
ing and perpetuating other conditions which are equally 
wasteful. They cannot expect to make labor the only 
scapegoat. 

Those who are responsible for present railroad man
agement need not complain of radical or drastic govern
mental action in the near future if they are unwilling 
even to attempt to meet their problems in a bold, forth
right way through their own initiative a..d cooperation. 
They have an unrivalled opportunity to do themselves 
and the country a great service. They should have the 
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guidance and help of the national and state governments 
in this effort. 

ALFRED E. SMITH 

APPENDIX 

LETTER OF INVITATION 

HON. CALVIN CoOLIDGE, 

HON. ALFRED E. SMITH, 

MR. BERNARD M. BARUCH, 

MR. CLARK HOWELL, 

MR. ALEXANDER LEGGE. 

Gentlemen: 
The present financial position of the railroads of the 

United States is a matter of grave concern.-Collectively 
the greatest and most important industry of our country, 
the railroads have operated in this year at staggering 
deficits. Only wise and timely Federal aid has averted 
the financial breakdown of important systems. 

This situation touches every citizen. It affects directly 
the security of wage and employment of the 1,500,000 
railway workers. It affects equally the many and im
portant industries supplying railway equipment and sup
plies. It touches the financial problem of local, State, 
and National government, to the support of which the 
railroads contribute over. $300,000,000 annually in 
taxes. It has given rise to a severe decline in the value 
of the $ I 9,500,000,000 of railroad obligations and 
shares, and has occasioned concern to institutions which 
hold such obligations among their assets, representing 
in part the savings of that1:hrifty portion of our popula
tion which is to be found among the policyholders of 
insurance companies and the depositors in savings banks. 
The relief that the present emergency has made it nec-
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essary to grant to the railroads is a drain on the Federal 
treasury, and any ultimate los~ will constitute a burden 
on every taxpayer. 

The present deplorable position ot the railroads is 
not due wholly to the stagnation of traffic resulting from 
the long-continued depression. Many of the present ills 
are due to governmental, financial, labor, and manage
ment policies, some wrong in conception, some wrong 
in application, and others rendered obsolete by radically 
changed conditions. As a result, the railroads have not 
been in a position to adjust themselves, as well as have 
other industries, to present conditions. . 

There are many disagreements as to causes, many dis
agreements as to remedies, byt unanimous agreement as 
to the urgent necessity of some thorough-going solution 
of the problem. No solution, however, will be effective 
tmless the problem of the railroads is considered as an 
integral part of the entire transportation problem of 
the United States, whether by rail, highway, waterway, 
pipeline, or air. 

Every industry in the country is entitled to fair treat
ment-the railroads no less than the other&- The public 
interest must certainly be protected, but regulation 
should not place the railroads at a hopeless disadvantage 
with competing agencies and destroy flexibility of opera
tion and management initiative. The railroad workers 
are entitled to a fair wage and the greatest possible se
curity of employment. The holders of railroad securities 
are entitled to a fair and stable return on the true value 
of their investment. 

But more important than the interest's of anyone 
group, the people of the United States are enwed to 
the most effective and economical form of transporta.-
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tion to meet their various needs, whether by land, water, 
or air. Each form of transportation should be unham
pered to provide effectively at a reasonable cost and at 
a fair profit the service for which it is best fitted. No 
form of transportation should be favored either at the 
expense of another agency or at the ultimate expense of 
the people of the United States. 

We, the undersigned organizations, representing 
many of the iDterests concerned, believe that there is no 
more important present task than a thorough and satis
factory solution of the railroad problem, as an integral 
but the most urgent part of the entire transportation 
problem. We beg that you examine all phases of the 
problem and recommend a solution which, with due re
gard for the public interest, will ensure an opportpnity 
for the railroads of this country to operate on a business 
basis, to the end that there may be a stabilization in em
ployment of wage-earners and in the values of invest
ments made in behalf of insurance policyholders and 
savings bank depositors, and a general enhancement of 
the prosperity of the country which to so great a degree 
depends upon the prosperity of the railroads and of the 
many lines of business which in turn depend upon them. 

UNDERSIGNED ORGANIZATIONS 

Aetna Life Insurance .company 
Connecticut General Life Insurance Company 
The Connecticut Mutual Life Insurance Company 
The Equitable Life Assurance Society of the United 

States 
The Guardian Life Insurance Company of America 
John Hancock Mutual Life Insurance Company 
Home Life Insurance Company 
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The Lincoln National Life Insurance Company 
Massachusetts Mutual Life Insurance Company 
Merropolitan Life Insurance Company 
The Mutual Benefit Life Insurance Company 
The Mutual Life Insurance Company of New York 
New England Mutual Life Insurance Company 
New York Life Insurance Company 
The Penn Mutual Life Insurance Company 
Phoenix Mutual Life Insurance Company 
Provident Mutual Life Insurance Company of Phila-

delphia 
The Prudential Insurance Company of America 
The Travelers InsUrance Company 
National Association of Mutual Savings Banks 
Investment Bankers Association of America 
Railway Business Association 
American Central Insurance Company 
Phoenix Insurance Company of Hartford 
Connecticut Fire Insurance Company 
Hartford Fire Insurance Company 
Hartford Accident & Indemnity Company 
National Fire Insurance Company of Hartford 
Aetna Insurance Company 
Caledonian Insurance Company of Scotland 
Columbia Casualty Company 
Commerce Insurance Company of Glens Falls 
Glens Falls Insurance Company 
The Continental Insurance Company 
Fidelity-Phenix Fire Insurance Company 
American Eagle Fire Insurance Company 
Maryland Insurance Company of Dela~dre 
Niagara Fire Insurance Company 
First American Fire Insurance Company 
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The Fidelity and Casualty Company of New York 
Eagle, Star & British Dominions Insurance Co. Ltd. 
Lincoln Fire Insurance Company of New York 
Fireman's Fund Insurance Company 
Home Fire and Marine Insurance Company 
Occidental Insurance Company 
Fidelity and Guaranty Fire Corporation 
Glens Falls Indemnity Company of Glens Falls 
Gr~at American Insurance Company 
Insurance Company of North America 
Norwich Union Fire Insurance Society Limited 
The Eagle Fire Company of New York 
Norwich Union Indemnity Company 
Northern Assurance Company, Ltd. of London 
London & Scottish Assurance Corp., Ltd. 
Phoenix Assurance Company, Limited 
Imperial Assurance Company 
Columbia Insurance Company 
United Firemen's Insurance Company 
The Union Marine & General Insurance Company, Ltd. 
The Pennsylvania Fire Insurance Company 
Security Insurance Company of New Haven 
Springfield Fire & Marine Insurance Company 
Sentinel Fire Insurance Company 
Michigan Fire & Marine Insurance Company 
New England Fire Insurance Company 
SVEA Fire and Life Insurance Company 
Hudson Insurance Company 
Skandia Insurance Company 
Columbia University 
Harvard College 
The University of Chicago 
Yale University 
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