Mr, Cummins, Mre President, the Senator from North Carolina
has been migsinformed with regard to that, I have two tables, one
(o

for 1918 and ong for 1919, They are computed upon exactly the

same basis. “Er-da
In July, 1918, the profit to the railroad administration or
to the government, was $62,000,000. In July, 1919, the profit

7{5/ it

was $1, » 000, $60,000,000 less profit in July, 1919, than in

July, 1918,

In August, 1918 , the profit was $51,672,000, and in August,
1919, the profit was $16,397,000.

In September, 1918, the profit was $2i,049,000; and in September,
1919, the prc:;fit was $2,392,000.

In October, 1918, the profit was $11,576,000; and in October,
1919, it 1s estimated, for the reports are not fully complete,

that the profit is $2,000,000.

"
Notwithstanding thfse large profits in th‘f’se months for

1918, the loss to the government wasg consglderably more for thel} i\

a—
..-r"

than $200,000,000,




Mre Simmonse. I understand that.

—

__—

Mr, Cummins. It is estimated by the administration

g_—

itse1f-—-1 have the figurew and put them in my opening statement---

that the loss for this year will be more than $350,000,000,
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purportlng 8. 8udnlBNS.. undérstood.to come from peTrsons Who  &K&*11

autrordty-and-who—hadknowiedzge.

I know this fact that there is a general impression in the

country growing out of the operation of the roads by the

novernment in recent months that if the Govermment is permitted
to retain the roads under the present rate , if—thers.is.no
arbitrary increase.in wages, that the Government operations

P& 4
woudd hereafter in all probability be at a prefit instead of ai

a loss, Whe ther thet expectation will be justified or

not I could not'say.




at this time and that it has been created by statements and

declarations emanating from reviresd-gutheoriidies. HFde=nat

- la ¥, ; 3 : : 1
“meren” t‘h:e--woszmeﬂs of-the-pravate.corporaiions thai-have-been-

operating -the roads-/ buted-maan officials of the Government xraex

who have been charged with the duty of supervising and controlling

.f'

..‘_II i'l "fr"-l"'-l-

the railroads ef—the-country,




r. King. Mr. President, will the Senator permit an

N

e

inquiry?

Mr. King, It 1s really in the nature of a statement and

f"""-'

l apologize if the Senator thinks I am intruding.

I o
s

i

_----_________ .

A . Y \ >
<M Wy 1nf0rma/ti% ape | have talked with a great many railroad

\—- _Hf-r.r
---""_'f

_F‘f-‘-.'

menfﬁis that if the railroads shall continue in the hands of the

*

vovernment as at present the Government will be compe lled to
furnish in the immediate future several hundred millions of
dollars for capital purposes and in addition will also be reguired

to 1ncrease the rates materially in order that the railroads may

continue to operate.

h'|
L
- \\

My o BiMEhﬁs. That dobs not bear upon the question of

whether the opé{ating resullg would beogé of profit or ome of

"
[ |

4
’
-
k|

loss,

"
1
§

Mr. Ki%g. I thought the ‘étter part of {y statement

-—
X

\

included that., | ﬁe&nt‘tosfate, perhaps I did not meke it c lear,




that the Government would also/be required to increase the

rates in order to meet operating expenses because there would

be a ¢onstanfly/ growing defjcitl.

\




Mr. Simmons. I do not know how that may be. It may Dbe

that it will or will not, but—-am-nol-pariicuieriy.dnteregted -

ia—that, I am not here advocating the continuance of Government

control. That is not my purpose. My purposelhas been to (ry

to find out if T could from Senators who have under the rules

P

of the Senaie been placed in charge of tge legislation, fronm

waer’

Senators who have brought the bill intoc the OSenate and askee us
X

to vote for it---I have been ftrying to find out and I want to

find out if I can whether, if we pass the bill, it will be
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necessary in order to pay the railroads th&~compensation wirdc h
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ii-earriss-and-provides, to further increase railroad rates in
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the countryeees If so, to what extent?
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Mr. Kellogg, Mr. President—--

The Presiding Officer (Mr. Bdee in the chair.) Does the

—

—

oenator from N. C. yield to the Senator from Minn.?

Mr. Simmons., I yield.

—'-.
s

Mr. Kellogge Which would the Senator prefer, that the

s A
/z::/ SR A"
rallroads be self-supporting from rates, or paid out of taxation

/‘l

as 18 being done now?

Mr . Simmons., I am going to reachtha t——

-

Mre Kellogg, $3350,000,000 a year.,

r

> 4




iﬁ du B 0o o S v« Yo D O 0 1% 0 1 N o R o

N - ; 1
k .. F | i j 1. JI P 1L'I i ) ] I i ) J ; L i '.. L B ¥ n;"‘ 4 | '
v f Lv'jhl 'll‘ '{'E;FI Pr-.-'*z Q ‘Fll'l \f \:. dii'ﬂ' 1-"‘ ﬂ'l{‘:h‘ -r' '.l:- ! ) J t",}f r. .."' '”__._1“‘ 3 KI“H- tli’}.ﬁ '_‘h‘-. A
! -

-

V‘ld by b8x&EA0 1. 1 am not guite sure

uerewffé of ‘L;_'Ef*rf: peonle if there

.'“H\ .“r,"‘f._rr WY WL . Q 9 & @_‘,; Q'N t,,, L f | ;fi.\““tn*""'

(\Jh Tavh. 4. WA #‘?F-p
| &

e be a loSs that it shouldbe {)am out-of 1;& a,t-;m:
-.-.-'*

X i

\N“ {‘h Agg "1_""% 1:? 1“1‘111" ! E'-___ﬂ.-t,?'_frk“‘ﬂ fﬂ“zl“{},g- *"* N
ather than w Jl’lGI‘eB.ued raGeSe

4
\

The Senator from Wisconsin (Mr. L& Follette) in the

very able speech which he delivered the other day and in

e/

the report which he has T iledXE—_'—'-_& ss8t-ed ~- and he has
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statement on its face, but I Fhink & reading oi

Woolley's statement, he being the member of the Interstate

L) - p o ¢

- .IJ

Commerae Commisds on to whem the Senztor from VWiscongsin

referred, entirely corroborates that statemente.

not the revort before me, but|{l have read 1it.




GOVERNMENT.. CONTROL - OF-RAILROADS. 18

the result would have been far less favorable to the railroads, and
far less burdensome to the Government, than was arrived at by taking

the three years ending June 30, 1917.

S0, also, too little attention 1s paid to the fact that railway rates did
not increase diiring thé war in anything like the proportion that prices
oenerally ingreased. Mr. Robert W. Woolley, member of the Inter-
state Comme@rce Commigsion, 1n a recent address, said :

The Interstate Commerce Commission, beginnihg in June, 1917, had first in-
creased class rates in official classification territofy 15 per cent, had later granted
a similar incdrease of commodity rates, and that in June, 1918, the Director
General of Railroads had granted a general increase for the whole country of

D TR

20 per ¢éent, making in the most-ft A\vored sec tioh the net increase only about 43.75
per cent. The prices of other commmodities, Such as food, gloth, steel, fuel, etc.,
had gone up from 75 to 300 per cent. (Commerce and Einance, sec. 2, p. 999,
July, 1919.)

Had ‘railway rates be¢n increased during the war in proportion to
the increase 1n the priges of comimodities generglly, it would have
resulted 1n still further increaspngithe living costé of the people, for
1t 1S W{‘“ khown that an incregse of\$7 in rates njeans an increase 1n
the price of commodities of apout §5 ¢o the ufz‘.mui‘y.fc consumer. That
1s a matten of peculiaxy significance to the people at this time and one
that should be carefully gonsidered by every pdrson who advocates
returning the roads to private managemant.

It 1§ well known that£he very first demand thd railroads will make
1S soon ag they are ouff of Government control 18 for a great increase
in rates. | We know Also that the Interstate Commerce Commission
will granf the incregse.

My. Howard El}ot, president of the Northérn Pacific, on the 21st
of November, at g/banquet at the Hotel Astor, NeWw York City, said:

For the pm}um*_,ﬁf making good the disparity h(‘tu eery income and outgo, for
the purpose of rf‘r-:mrin;:; the earning power of the roads, for the purpose of
estahlishing thatfearning power as a basjs that will creaté & credit for the imme-
diate upbuilding of the fransportation gnachine, the railirods are now prepar-
ing to ask for gn increase in rates. , |

Hoywv mudgh/this increase should be I/am not prepared té say to night. 1t will
require patight, careful study. |

At thifltime, whenl every energy is being devotied to'\reducing the
fli;rll"(* 6t fof living, #t is nothin {short of folly to dlxt’-‘ll course 1n
11 - this railrogd question \}lmh is bound gyeatly Q. Increase

tht L | M)J.;lllttu l-l.LJ.QZl - @)4‘. hbf}ﬁ-ﬂ’ T ——, -
],gﬁuu._ag-au;nhum Mr. Woolley, member of the Il]‘[t‘l%hlﬁ‘ (nm-
merce (ommission, in hig addpfess delivered October 18, 1919, at
g

dh1l. : : _ - | _
Philadelphia. edde said y AR R f“ s it fAe e £

Mr. Thomas D. Cuvler, chairman of the railroad exec 1Ltnw- te J]Iunﬂ' before
the Interstate Commerce Committee of the Senate last winter, sounded an
alarm, though he mayv not have meant to do so, when he stated that upon the
return of the railroads to their owners it will be necessary for the Interstate
Commerce Commission to grant a further increase in freight rates. 'This state-
ment has been repeated by other railroad executives and has been much elabor-
ated upon by propagandists advocating the discontinuance of Federal control.
What the measure of this increase may be I am sure I do not Kknow. It Sseems
to be generally agreed that it will have to be at least 20 per cent; some
have placed it as high as 50 per cent. In a speech delivered at St. Louls iIn
June last Director General Hines stated that an advance of $300,000,000 n
freight rates wouwld be reflected in the cost of the finished article to the con-
sumer to the extent of $1,500,000,000. Investigations made in normal times
amply justify such a prediction.




14 JOVERNMENT CONTROL OF RAILROADS.

[for instance, when an increase of 10 cents per ton was granted on anthracite
coal in 1902, the price of a ton of illlllll'd(iib‘ to the consumer advanced 50 cents
and it never came down. An increase of 25 per cent in freight rates would mean

approximately $875,000,000 additional w 111111 the people would have to pay to the
rauroads and, using Mr. Hines's ratio, $4.375.000.000 additional which the

uwltimate consumer would have to pay for what he uses, eats, and wears, because
when he buys a finished article he pays an accumulation of increases. The pri-
vate-control propagandists have been desperately trying to Iull the publie into
A belief that the manufacturer, the jobber, or the retailer, possibly all three,
would absorb this rate increase and the consumer not be allowed to feel it.
I don’t think, in a final showdown, the American people will stand for such an
insult to their intelligence.

We are fighting the high cost ¢f*living. $ongress is now enacting legislation’
strengthening the arm of the Hresident gnd the Attorney General. We are
trying to bring about influst#ial peace. Those who have caught a vision from
the war and the vunmn}f_ volution that fias followed in its wake are pleading
with us as a Nation Iu;-.']u'ffuw more, to gave more, and to spend less, in order
not only that we mayjfimprove our presght condition but that we may be pre-
pared to play a uulule‘rlulf]nﬂ in the future.

Does (Congress ]:l(}]}u%{‘ to turn back ithe railroads to their owners at this
perilous time and gherebpy make new high- ]'}I‘i('_-e levels inevitable instead of
lower price levels possible, or dpes it propose to enact legislation requiring the
holding of these rgads for a fixed reasgnable period following the proclaiming
of peace and thepeby did the witally bportant swvork of checking the profiteer
and getting us back to normal? That is the problem in a nutshell. There
IS no blinking or evading it.

The $550,000,000 which it is claimed the Gmm nment will pay for
the operation of the railroads during the two vears of the war in
excess of what it receives looks very sihall i Hlt’”‘{l when compared to
the staggering amount the people of this country will have to pay in
the near lutuw as a result of turning these roads back to private
ownership.

Mr. Joseph B. Eastman, also a member of the Interstate Commerce
Commission, 1 a statement filed before the Senate Committee on
Interstate Commerce last July said:

The roads have recently been operating with earnings which would drive
many of them to bankruptcy if they were in private hands: but the director
general has felt, and I think wisely, that the depression may be the temporary
result of the uncertainty following the cessation of hostilities, and that the
country ¢an better afford, for a time at least, to carry the burden of insufficient
revenues through taxation, as a part of the war cost, than to suffer further
advances in rates whose resources and power of the Nation, he has been able
to base his policy upon this belief; but /it must be clear that no such policy
could be pursued, either now or in any Similar situation in the future, if the
roads were in private hands.

There is nothing in the history of the railroad management lw the
(overnment 1]111111"‘ the last two yeéars to lead us to believe that any
deficit was the direct result of Government operation. It is reason-

ably certain that as conditions become more normal, the roads will.

Wll'..ll mproved economies, continue to be operated by the Govern-
ment at an mumamﬂ profit, without any advance in rates. But
even if it were certain that the roads would be operated by the Gov-
ernment at a loss of many milljons of dollars within the next five
years, 1t wmlhl be very much bétter to take the loss and pay for it
during that period out of the [general revenues than to have the
;unmml raised by increasing rates and then passing them on multi-
plied fivefold to the p(%)p]v of the country to pay in the increased
cost of the commodities which they must buy.




Mr. Kellogg.e If the Semtor will read Mra. -L&——egf\'

testimony where he reconmends an absolutely mileage rate on

every railroad in the United Sté& he will see what that

would do to the conmerce of the countrye.




asiz the Penator this
Mr, Simmons. I desire to axsrermthoeniemaxmxi® ¢ues-
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t10n, Docs the Sern=tor believe thetthe statement of

Senator from YWisconsin (Mr. La Follette) is true even ToO

" —

th€e e:ctent/ ot e increase of rates to the extent of
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#1 will add more than 31 to the cost of the products trans-

A

norted by the reilroads of the country?




Mr. Zellogg. I nresume it wodld. I do not know as
e

thaty, but that argument simply me ans thaet the Government

shouvld forever run

out of taxatione 2T That 48 %1 yrd A of the fimm &aor

fromlarth VYaroline --




Simmons. The Senator asked me & guestimand I
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il

endeavoring to answer the Senator's question, The
aenstor asked if there was to be & locs whether 1 would rather
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the stetement of the Semator fran Wisconsin is true, 1t w uld

be five times the more economical.




I am not standing on the prop
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118, except to/ the exfent that I want to know
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0 establish this te of 9% per cent 1
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the property of the ra ads, whether or not 1m order (o d
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rates of the country.




Mr. Smith of B8a. Mr. President, will the Senator permit an
-

'nterruption?

My, Simmons. Oertainly.

»

Wr. Smith of Ga. As I understand the Senator's argument

-—

it is that an increase in the transportation rate is carried on
into the cost of living to the consumer beyond the amount xhak of
the tariff, and the increase to the consumer is not simply the

inereased rate but that it really doubles up before 1t gets o

.

him until it is substantially more than the rate--—-

Mr. oimmons. Yes.,

-

-"'

[
|

‘Mr. Smith of Ga. And as the consumer stands & loss,

it would not be worse for him to pay one dollar to meet the

L

loss on the rcad than it would be to pay two dollars in the

increase in the cost of livinge
&
()

My. Simmons. Exactly that..

Mr. Smith of Ga. That is the argument of the Senmator as .

—

mmderstand i1te.




Vr, Simmons. That is the argument which I have been making.

.__,_-ﬂ"

I have. hésh unable

any, statement a pout “the ma

ap-thorige—itite—Hper-@ent-reNrn it vill be w““de vO--1NCTrease. .
: f : N ‘\ |

| 15 y B g Y
M.. \:K:"‘f;‘r P . A l‘* - . m . \& " . & *I i | L
N sy : ’ \ LY ts)) "“ LT Ay (’ . ‘ ;. d © Ry N
' N\i"h Lk I \ q"{ :“"h} r r y - -\ t . 1 B
| : - W \‘M".‘.‘h . N .‘j

the~prosent—hightretons, S\l YO A M 6 o « & . W \

- -

..‘}‘l- m.
MR 1




Mr. Smith of 5. C. Will the Senator yield to me?

e ——

Mr. Simmons. Nebedy-seems 10 be-ahte-togive-any-infermalion

_-—
—

wpoh~ihab-auostion. I yield to the Senator from 5. C.

Mr. Smith of 5. C. I had sent to me yesterday from the

_

Intergstate Commerce Commission revised figures, which are now 1n

my office and which I haw just sent for, indicating that there

PRS-

will have to be ‘ — as nearly as I recollect~—-

o PG Oy

and I will confirm the statement by the figures as soon as I getl

dw/iaﬂiwébquMZ{if‘
t he M~ @F—S-ome-t T e S oo e ;-:&to absorb one bé&éllion dollars.

That is the xatss the rates the roads will need over and above
dMu%u@tj;
what they are now receivinsA something like one billion dollars

for the purpose of funectioning if they are turnmed back to the

oWwners.,




