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REPEAL OF PROVISIONS RELATING TO THE FURNISH-
ING OF INFORMATION TO THE POSTMASTER GEN-
ERAL BY THE INTERSTATE COMMERCE COMMISSION

WEDNESDAY, MARCH 8, 1961

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE OF THE

COMMITTEE ON POST OFFICE AND CIVIL SERVICE,
Washington, D.0 .

The subcommittee met, pursuant to call, at 10 a.m., in room 215,
House Office Building, Hon. Thaddeus J. Dulski (subcommittee
chairman) presiding.
Mr. DULSKI. The subcommittee will please come to order.
This subcommittee was appointed to consider H.R. 1986, a bill to

repeal the provisions of section 5 of the act of July 28, 1916, as
amended, relating to the furnishing of information to the Postmaster
General by the Interstate Commerce Commission with respect to rev-
enue received by railroads from express companies for the transpor-
tation of express matter.
The members of the subcommittee are Representatives Henderson,

Olsen, Addabbo Gross, Wallhauser, and Barry, and I was designated
chairman.
Without objection, a copy of the bill will be inserted in the record

at this point.
(The bill, H.R. 1986, follows:)

[H.R. 1986, 87th Cong., 1st sess.]

A BILL To repeal the provisions of section 5 of the Act of July 28, 1916, as amended,
relating to the furnishing of information to the Postmaster General by the Interstate
Commerce Commission with respect to revenue received by railroads from express com-
panies for the transportation of express matter

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That there is hereby repealed that
portion of section 5 of the Act of July 28, 1916 (39 Stat. 428), which reads as
follows: "The Postmaster General shall, from time to time, request information
from the Interstate Commerce Commission as to the revenue received by rail-
road companies from express companies for services rendered in the transpor-
tation of express matter, and may, in his discretion, arrange for the transporta-
tion of mail matter other than of the first class at rates not exceeding those so
ascertained and reported to him, and it shall be the duty of the railroad com-
panies to carry such mail matter at such rates, fixed by the Postmaster General."

Mr. DuLsm. The provisions of law in question require the Post-
master General to request from the Interstate Commerce Commis-
sion, from time to time, information with respect to revenues re-
ceived by railroad companies from express companies for services
rendered by the railroads in the transportation of express matter.
The Postmaster General also is authorized, in his discretion, to ar-
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2 INFORMATION TO THE POSTMASTER GENERAL BY IOC

range for the transportation by railroads of other than first-class
;nail at rates not exceeding the rates for such express matter as so
,tsmrtained and reported to him.

These provisions were enacted by the Congress in 1916 for the pur-
pose of preventing rate discrimination by the railroads against the
Government in the transportation of the mails. At that time there
xisted several competing railway express companies, each of which
maintained separate contractual relations with the railroads. Rehn-
bursement to the railroads was based upon a specific rate structure.
Today, however, railway express operations are conducted on an

entirely different basis.
The end of Federal control of the railroads and express companies

in 1920 was followed by a series of changes in the status of railway
express, resulting finally in the establishment of a single express
agency, Railway Express Agency, Inc., under the ownership and con-
trol of a large number of railroads. The express company acts as the
agent of the railroads and the transportation of express matter over
their lines is not now and has not for many years been performed under
a system of rates. The rate structures formerly utilized in determin-
ing the amounts to be paid by railway express to the railroads have been
discontinued. What the railroads now receive from the express
agency is not a "rate," but a share of the returns from a business, the
amount varying with business conditions and the effectiveness of
competition.
The Interstate Commerce Commission states that these changes

in the organization and operation of the express agency and in the
relationship between the agency and the railroads have made the
statutory provisions in question obsolete.
Enactment of H.R. 1986 is officially recommended by the Inter-

state Commerce Commission and similar recommendations have been
part of the legislative programs recorded by the Commission in each
of its last three annual reports, including the current annual report
for the fiscal year ending June 30, 1960. H.R. 1986 is based on a
draft prepared by the Interstate Commerce Commission in the 86th
Congress to carry out its recommendations, and was introduced by
our colleague, Dr. Alford, who served as chairman of this subcom-
mittee in the last Congress. An identical bill was sponsored in the
86th Congress by Chairman Oren Harris of the House Committee
on Interstate and Foreign Commerce.
At this point, I should like to express my personal regret—and,

I am sure, the feeling of the other subcommittee members—that my
good friend Representative Alford has resigned from this committee
to accept appointment as a member of the House Committee on
Appropriations quite an advancement. Certainly we all profited
by our association with Dr. Alford and by his exceptional ability
and experience when he was a member of this committee. We wish
him well in his important new assignment.
We are fortunate, however, in that while we have lost Dr. Alford,

we still have, as members of this subcommittee, both of the minority
members of the subcommittee which acted on an identical bill in the
86th Congress. They are Mr. Gross, our ranking minority member,
and Mr. Robert R. Barry, both of whom are fully conversant with
the matter now before us.

•
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The subcommittee, under the chairmanship of Representative Al-
ford, last year unanimously recommended approval of H.R. 7055,
which is identical to H.R. 1986 of the present Congress. The 86th
Congress adjourned before the full committee had opportunity to
act on the favorable recommendation of the Alford subcommittee.
However, by special direction of Chairman Tom Murray? the report
of last year's subcommittee was printed as a committee print in order
that the information and evidence developed, and the determinations
reached by that subcommittee might be available as a permanent
record for further consideration of this legislation. A copy of the
committee print is on each member's desk this morning.
In view of the widespread interest in this legislation and the diver-

gent views held thereon, the subcommittee will proceed today to hear
proponents on H.R. 1986 and it is hoped that their testimony can be
completed in this one session. Since the Post Office Department has
not yet submitted its official views on H.R. 1986, and in consideration
of the recommendation by the Department on last year's similar bill,
it is planned that the subcommittee will adjourn following today's
hearing and will reconvene at 10 a.m.

' 
next Thursday, March 16, to

hear representatives of the Post Office Department and any witnesses
who desire to appear in opposition to this legislation. Of course, any
witnesses favoring the legislation who are unable to testify today will
have a later opportunity to present their statements.
Our first witness this morning is the Honorable Dr. Alford, a Rep-

resentative in Congress from the State of Arkansas.
We are very happy to have you with us this morning, Dr. Alford,

and certainly appreciate your taking the time from your busy sched-
ule to give us the benefit of your knowledge and experience with re-
spect to this legislation.
Dr. Alford.

STATEMENT OF HON. DALE ALFORD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ARKANSAS

Mr. ALFORD. Mr. Chairman, it is certainly a pleasure to be back
over here in Post Office and Civil Service, and I see that you have some
very capable new members. It is a privilege and an honor for me
to be here this morning.
I thank you for your very kind remarks and for permitting me to

appear this morning in support of this legislation which I have
sponsored in the present Congress.
With your permission, I will briefly review certain highlights of

the background of this legislation and the present state of the law.
The chairman already has most ably explained the provisions of the

bill and the desirable effect of its enactment. The fact of the matter
is, quite frankly, that the provisions to be repealed by H.R. 1986
are obsolete, long since have outlived any useful purpose intended
for them when enacted, and are impossible of performance for such
purpose.
Postmasters General in several instances have attempted to carry

out the specific requirements of these provisions, but, understandably,
without success. The Postmaster General in 1949, 1954, and in 1959
requested the Commission to furnish information as to revenues re-
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ceived by railroads for the transportation of express matter and as
to rates—as ascertained by theCommission—paid by the Railway
Express Agency, Inc., to the railroad companies. These requests all
were in accordance with the terms of the statute.
The Interstate Commerce Com_mission declined each such request.

The Commission, in reaching its conclusions, took the position. that,
in view of the present organization and operations of the Railway
Express Agency, Inc., the law places on the Commission no duty or
mandate to study and investigate the present operations in connection
with the transportation by the railroads of express matter, or of rail-
road revenues from such transportation, for the purpose of formulat-
ing rates.
The Commission further concluded that the transportation by rail-

roads of express matter is not performed under a system of rates and
that any investigation and rate determination made by the Commis-
sion in any event could apply only to a given period of time in the
past and could have no prospective effect or application.
Accordingly, it is apparent that the conclusions reached by the In-

terstate Commerce Commission are, in summary, that any informa-
tion which it might develop in an endeavor to comply with such
requests from the Postmaster General would be useless for the contem-
plated purpose. The Commission, in its last three annual reports to
the Congress, has recommended repeal of this 45-year-old provision
of law as contained in section 2 of the Railway Mail Pay Act.
I strongly concur in the position taken by the Interstate Commerce

Commission and respectfully invite attention to the supporting views
of Chairman Oren Harris of the House Committee on Interstate and
Foreign Commerce, as indicated by his introduction of the first bill
to repeal the useless language. In the light of the record, the provi-
sions in question are completely nugatory. They have remained on the
statute books for 45 years without ever having been placed in effect.
To continue them would be merely to perpetuate surplusage in the
law, since it is doubtful that they ever can be applied and, therefore,
they can benefit no one.
Moreover, there is serious question with respect to the constitution-

ality, as well as the practicability, of the provisions of section 557
which would be repealed by H.R. 1986. It would be unduly burden-
some to attempt computations of comparable rates for mail and for
express shipments, as contemplated by these provisions, because the
services furnished by the rail carriers differ substantially. Even.
under the payment arrangements proposed by the new express con-
tract, only the preliminary amounts paid to the rail carriers will be
fixed. Final determination of the amounts to be paid under the con-
tract will depend, as in the past, on the results of actual express opera-
tions—results which cannot be ascertained prospectively and which,
therefore, could provide no basis for the fixing of future mail-trans-
portation charges by the Postmaster General rather than by the Inter-
state Commerce Commission.
On the other hand, from the information and evidence developed

during my study of this matter, it is my considered judgment that
the retention of the provisions of section 557 here in question—in
spite of their doubtful application—well might seriously threaten
the continued existence of the Railway Express Agency, Inc. This
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is no idle conjecture since the rail carriers, quite understandably, feel
that they can take no chances whatever that the section might be ap-
plied. I believe it to be definitely in the public interest to keep a
nationwide express service—such as the one directly concerned in this
instance, which handles 70 million shipments annually and provides
employment for 33,000 persons—operating as a successful private
enterprise transportation facility.

Regardless of approval or disapproval of H.R. 1986, the Interstate
Commerce Commission from time to time in the future will exercise
its rate-fixing authority under the Railway Mail Pay Act to prescribe
rates and methods of payment for the transportation of mail and the
units of service to which the rates apply.
I recognize the legitimate concern of the Postmaster General to

provide a measure of protection to the taxpayer against unreasonably
high charges for the transportation of mail by railroads. I hope the
subcommittee in its report will urge the Interstate Commerce Commis-
sion to give careful consideration to all requests of the Postmaster
General to adjust rates for the transportation of mail by railroads.
Mr. Chairman, this concludes my prepared statement, except that I

should again like to express my appreciation for your courtesy in
hearing me this morning on this legislation which is of such vital
importance to major segments of our transportation industry.
Mr. DIILSKI. Any questions?
Mr. GROSS. You do recognize that there is a relationship between

express operation and parcel post?
Mr. ALFORD. I do recognize that relationship. I feel, however, that

those of us who are committed to the preservation of private enter-
prise, where possible, as a tax paying institution providing jobs for
several thousands of individuals and their families that we should
at least attempt to maintain a reasonable opportunity for such
enterprises.
Mr. DuLsiu. Thank you, Dr. Alford.
Mr. ALFORD. Thank you, Mr. Chairman.
Mr. DITLSKI. The next witness to be heard is Mr. Alvin L. Corbin,

Acting Assistant Director, Bureau of Rates and Practices, Interstate
Commerce Commission.

STATEMENT OF ALVIN L. CORBIN, ACTING ASSISTANT DIRECTOR,

BUREAU OF RATES AND PRACTICES, INTERSTATE COMMERCE

COMMISSION, ACCOMPANIED BY HIRAM SPICER, LEGISLATIVE

COUNSEL; AND DALE HARDIN, CONGRESSIONAL LIAISON OFFICE

Mr. CORBIN. Mr. Chairman and members of the subcommittee, be-
fore I start with this statement I would like to introduce my two col-
leagues, Mr. Hiram Spice, our legislative counsel, is sitting next to
me, and Mr. Dale Hardin, our congressional liaison officer, is sitting
on the other side of Mr. Spicer.
My name is Alvin L. Corbin. I have been with the Interstate Com-

merce Commission for 20 years, and, at present, I am Acting Assist-
ant Director of its Bureau of Rates and Practices. I am familiar
with the situation which H.R. 1986 is designed to correct, and I am
appearing today at the request of the Chairman of the Commission
to testify on its behalf.
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Incidentally, the reason that a Commissioner was not able to be
present this morning was that they are sitting listening to oral argu-
ment on new and different types of ratemaking.
H.R. 1986 would repeal certain provisions of section 5 of the Rail-

way Mail Service Pay Act which have become obsolete. The bill is
consistent with and would, in fact, give effect to legislative recommen-
dation No. 8 in the Commission's 74th annual report. Recommen-
dation No. 8 reads as follows:
We recommend that those provisions of section 5 of the Railway Mail Service

Pay Act, 39 Stat. 428, under which the Commission, from time to time, is re-
quested to furnish the Postmaster General with information as to the revenue
received by railroad companies from express companies for services rendered
in the transportation of express matter, be repealed.

These provisions, formerly codified as 39 U.S.C., section 557, direct
the Postmaster General to request from the Interstate Commerce
Commission, from time to time, information with respect to revenue
received by railroad companies from express companies for services
rendered in the transportation of express matter. He is also author-
ized, in his discretion, to arrange for the transportation of other than
first-class mail at rates not exceeding those so ascertained and reported
to him.

These provisions were enacted by the Congress in 1916 for the
purpose of preventing rate discrimination by the railroads against
the Government in the transportation of the mails. At that time
there were several independent competing railway express companies,
each of which maintained separate contractual relations with the
railroads. Today, however, railway express operations are conducted
on an entirely different basis.
Following the end of Federal control of the railroads and the ex-

press companies in 1920, a series of changes occurred in the status of
railway express. This series of changes culminated in the establish-
ment of a single express facility, Railway Express Agency, Inc.,
under the ownership and control of a large number of participating
railroads. This single express company acts as the railroads' agent,
and the transportation of express matter over their lines is not now
and has not for many years been performed under a system of rates.
What the railroads now receive from the express agency is not a

rate determined or agreed upon as reasonable for the service but,
rather, they receive a share of the returns from a business wholly
owned by them, the amount of such share varying with business con-
ditions and the effectiveness of competition. The agency first pays
its own expenses, and the railroads get what is left over for line-haul
transportation. Thus, the changes in the organization and operation
of the express agency, and in the relationship between the agency and
the railroads, have made the statutory provisions in question obsolete.

Nevertheless, in compliance with the law, the Postmaster General
has on several occasions, requested from the Commission information
as
has, 

the revenue received by the railroads from the Railway Express
Agency and the rates, as ascertained, for services rendered in the trans-
portation of express matter. These requests were not merely for the
gross revenue received from express service, or even the gross reve-
nue plus car miles, car-foot miles, or ton miles of service performed.
Rather, they were, in effect, requests for the Commission to construct
something in the nature of an abstract rate by translating revenue re-
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ceived into rates based on units of service. The Commission, in declin-
ing to grant such a request in 1949 took the position that, in view of
the present organization and operations of the express agency, the
statute does not place upon it the duty or mandate to make an investi-
gation and study of the operations of the railroads and the express
agency in connection with the transportation of express matter, and
the revenues derived from such transportation, for the purpose of
formulating rates, and, further, that the statute does not contain any
direction to the Commission from the Congress to do so.
The same request was considered in 1954, and as recently as May 20,

1959. The Commission in each instance arrived at the same conclu-
sion. However, the Commission pointed out that the Postmaster
General was entitled to, and that the Commission is willing to furnish
to the Postmaster General, all the information it has concerning the
revenue receipts of the railroads from Railway Express.
Even if an investigation were undertaken by the Commission to

determine the amount of express matter carried by the railroads in
any given period of time, upon a space, weight or other basis, and the,
relation of that amount, by units of service or otherwise, to the rev-
enue which the railroads received from Railway Express, the informa-
tion developed would only reflect, or be reportable as, the result of
operations during a selected prior period. Since business conditions
change, it would have no prospective application or effect. The data
thus obtained, even if related to amounts of service performed in
selected units of service, would not result in an ascertainment of rates
charged by the railroads for service furnished the Express Agency.
A lawful rate, moreover, should at least cover out-of-pocket costs,
and the railroads have sustained a heavy deficit from these operations
for years. An investigation of this type would be a major undertak-
ing, would require considerable time, and the information developed
would be useless for the contemplated purpose.
In Express Contract, 1959, reported in 309 I.C.C. 545, decided Sep-

tember 21, 19592 the Railways Express Agency, 
Inc., 

and certain com-
mon-carrier railroads sought Commission approva1 and authority
under section 5(1) of the act for continued pooling and division of
traffic, service, and earnings incident to the conduct of the Railway
Express business, under a new agreement intended to become effective
on October 1, 1959. The Commission's report, in that case, stated
as follows:
We believe that the Express Agency occupies a useful place in the transporta-

tion of small shipments and that its continuance would be preferable to a
substitute organization whose entry into the field might be attended with un-
certainty and confusion.

Under the pooling arrangement approved and authorized by the
Commission in Express Contract, 1954, reported in 291 I.C.C. 11,
participating rail carriers were given the right to withdraw from the
agreement on the first day of any month after December 31, 1958.
Some of the smaller rail carriers availed themselves of this right of
withdrawal, and one large eastern railroad served notice of its inten-
tion to withdraw at the end of 1959. There were indications that if
this intention had been carried out the eastern carriers would have
followed this example, foreshadowing a liquidation of the Express
Agency.
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In Express Contract, 1959, supra, the Commission pointed out that
in 1955 the total out-of-pocket deficit of the railroads from the ex-
press service was approximately $16 million. In 1956 this figure was
$24,500,000 and in 1958, $40 million. The estimated 1959 deficit,
originally set at $38 million, was substantially reduced as a result of
sharp cutbacks in operating expenses, including discontinuance of
advertising, curtailment of sales force, etc. The Commission also
ponted out that "to avoid that liquidation if at all possible, the new
agreement was devised by the directors and other officers of the
Express Agency after extensive negotiations." Continuing, the Com-
mission said, "the broad objective of the agreement is to facilitate
contemplated improvements in service and place the express business
on a profitable basis."
The new express agreement entered into by the railroads and the

Express Agency specifically provides that the use of the new plan
for eventual payment to rail companies on a car-foot mile basis is
contingent upon the repeal of the statutory provisions in question, or
amendment thereof to make them inapplicable to express companies
owned or controlled by rail carriers.
It is my understanding that in 1959 the Senate Civil Service and

Post Office Committee gave consideration to the possibility of the
Post Office Department taking over the express service. However,
in view of the new agreement between the railroads and the Express
Agency, that I have just mentioned, Government operation of the
express service was not given any further consideration. The Com-
mission feels that the Express Agency should be given the fullest op-
portunity to develop a sound basis of payment to the railroads.
In the light of the expression of the Commission that the Express

Agency occupies a useful place in the transportation of small ship-
ments, and since the repeal of the statutory provisions under consid-
eration would remove from the books an obsolete law and free the
hands of the railroads and Express Agency, the Commission recom-
mends the enactment of H.R. 1986.
Mr. Chairman and members of the subcommittee, I wish to thank

you for this opportunity to appear and testify in support of this
measure, and if there are any questions I will do my best to answer
them.
Mr. DurLsiu. Mr. Corbin, would you care to make your statement

here part of the record at this point?
Mr. CORBIN. Yes, sir.
Mr. Duisru. Any objections?
So ordered.
Any questions?
Mr. GROSS. For my information, on what basis are rates fixed? How

are rates fixed by the Interstate Commerce Commission? Is that on
the basis of cost plus a reasonable profit?
Mr. CORBIN. There are quite a few factors that go into it. The costs,

of course, are important factors, but there are such things as value
of service, the flow of the traffic, volume of movement, and things of
that nature. There are quite a few different factors which are taken
into consideration, and the final figure by the Interstate Commerce
Commission is, in fact, a judgment figure which is based on their
experience, considering all of the factors which are involved in each
individual case.
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Mr. GROSS. But, broadly speaking, cost plus a reasonable profit.
Is that it ?
Mr. CORBIN. You can't just exactly say that, Mr. Gross, and I will

tell you why. If you did, and based it strictly on cost and cost
alone, plus a reasonable profit, you would then have all commodities
moving under the same rate. You would have sand and gravel, let's
say, which would be moving under the same rate as liquor or one of our
higher value commodities.
Mr. GROSS. How about a reasonable return upon investment?
Mr. CORBIN. Even then if you just fixed it based upon the costs of

the railroad plus a reasonable return on investment, you would have
all rates gravitated to one level and the value of service and a lot of
other considerations would be left out entirely, including also the
value of the commodity.

Certainly a carload of silk or a carload of liquor shouldn't be en-
titled to the same rate as a carload of sand or gravel, and that is what
would happen if we based rates entirely on cost plus a reasonable
return.
Mr. GROSS. Regardless of that, you can't arrive at a rate—or can

you very well arrive at a rate—without knowing something about the
operation of the Express Agency. As you have stated here, its opera-
tion has apparently been a considerable drain upon the railroads.
Mr. CORBIN. That's right. It has been, sir.
Mr. GROSS. So you must be concerned with the rate.
Mr. CORBIN. Well, we are concerned with costs; now don't get me

wrong.
Mr. GROSS. I am talking about rates.
Mr. CORBIN. Costs are a very valuable consideration in determining

rates.
Mr. GROSS. Yes. So the rates charged by the Express Agency are of

vital concern to the Interstate Commerce Commission; isn't that
correct?
Mr. CORBIN. Yes. And I might add at this point that the Post-

master General also can come in to us and we will determine what is
a reasonable rate that they should pay the railroads for the service
which is being performed in the transportation of mail.
Mr. GROSS. You are the final adjudicator of that, are you?
Mr. CORBIN. We are the final adjudicator; except, of course, they

also have recourse to the courts, if necessary, if they don't like our
particular decision.
Mr. GROSS. Have they ever gone to the courts?
Mr. CORBIN. No. In fact, in the last few cases, the railroads and

Postmaster General have gotten together on an agreed increase which,
incidentally, would be below the rate which the costs might justify.
In other words, based on the railroads' costs, they might have been

able to justify a higher rate, but the railroads and the Postmaster Gen-
eral have gotten together and agreed on an increase.
Mr. GROSS. Would you say that the Express Agency is a direct com-

petitor of the parcel post.
Mr. CORBIN. To a certain extent; yes.
Mr. GROSS. Especially in view of Public Law 199?
Mr. CORBIN. Yes.
Mr. DIMSKI. I would like to ask you one question.
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In determining the rates, do you separate your administrative costs
from the operating costs on the shipments of Railway Express? Do
you take all your assets and establish your administrative costs, your
depreciation, your administrative costs, and then you take your actual
operating costs that you have in the Railway Express to determine
the rate) or is that an overall picture?
Mr. CORBIN. Wait a minute.
They take into consideration the actual expenses of moving the

traffic.
Mr. GROSS. "They" being the Commission?
Mr. CORBIN. The Commission.
At this point I would have to confess that I can advise you later,

but I am not sure of what percentage they take into consideration for
overhead expenses.
Mr. DULSKI. Any questions?
Mr. ADDABBO. Mr. Corbin, how often are the rates revised? Is

there a yearly contract on them?
Mr. CORBIN. The rates are revised whenever the Postmaster Gen-

eral believes that they should be revised. They are the initiating
party.
Mr. GROSS. One other question.
If this law is repealed, do you see any danger of the express com-

pany becoming a monopoly?
Mr. CORBIN. Certainly I wouldn't say any railroad agency could

become a monopoly today, when you have the airlines, you have the
trucks, you have freight forwarders. Of course the latter do not
handle mail, but when you have all these other modes, of transporta-
tion 
Mr. GROSS. I am talking about mail exclusively.
Mr. CORBIN. No, sir; I don't think so.
Mr. GROSS. Well, they are the only agency in the field, aren't they?
Mr. CORBIN. Well, you have a lot of motor carriers who are now

going specifically into handling small packages.
Mr. GROSS. The Railway Express Agency is a trucking agency, isn't

it? It also operates trucks?
Mr. CORBIN. They do operate some trucks, yes; but primarily they

still depend upon the rail transportation to go between their major
points.
Mr. GROSS. There is nothing to prevent them from expanding if

they want to, is there?
Mr. CORBIN. Yes.
Mr. GROSS. What?
Mr. CORBIN. They would have to come in to us to get authority to

operate those trucks over the routes.
Mr. GROSS. Well, I understand that, but I am wondering if they

would be denied the authority?
Mr. CORBIN. That would depend upon the opposition and the

evidence that was presented.
Mr. DuLsKi. Any other questions?
Mr. BARRY. I would like to ask a question.
On page 5 you state, in the second paragraph, "Certain common

carrier railroads sought Commission approval," and later on you say,
"Under a new agreement intended to become effective on October 1,
1959, the Commission's report in this case stated as follows."
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Now, those certain carriers—are all of the carriers bound by what
those certain carriers asked for?
Mr. CORBIN. Only the carriers that were involved in the Railway

Express agreement.
You see, the Railway Express Agency is owned by a group of

carriers which cover the entire United States, but all carriers are
not involved.
Mr. BARRY. In this agreement?
Mr. CORBIN. That's right, sir.
Mr. BARRY. And what happens to the rest of them?
Mr. CORBIN. I don't follow you just exactly. You mean they—

some of them will provide service at a specified price or cost, but all
of the carriers are not involved. And since the last agreement which
allowed the carriers on option of dropping out, lots of the smaller
carriers have dropped out.
I don't recall whether it was the New Haven or the New York

Central, but one or the other of them was also threatening to with-
draw from the agreement.
Mr. BARRY. And, as I gather, then, the purpose is primarily to put

the railway company into a position so it could ascertain mileage
rates—
Mr. CORBIN. They are going to try, and they want to get on a basis

where they can actually show profit or loss. But the main reason that
we are here today is because this particular statute, which we advocate
be repealed, is obsolete in that it does not apply and hasn't applied
for many years, because the Railway Express does not charge its
owner-lines rates, all they get is a percentage of the revenue after all
Railway Express expenses are paid, and that revenue which they
receive does not cover the cost of providing the service.
Mr. BARRY. Is there any particular reason why the express company

must get onto a rate charge base on individual items and parcels?
Mr. CORBIN. Well, they have been operating for years without it,

but apparently their executives and the executives of the railroads
think that something should be done to get them on a true profit
and loss deal.
Mr. BARRY. And you believe that this is one of the impediments

for them?
Mr. CORBIN. Yes.
Mr. BARRY. What is the main reason that you feel it is an impedi-

ment?
Mr. CORBIN. Well, I think you would have to ask the executives

of Railway Express and the railroads for their reasons, but they
have obviously made it a condition because they will not change their
method of paying their owner railroads until this act is either re-
pealed or amended specifically so as not to apply to them.
Mr. BARRY. Do you think it is a fear that their rates 
Mr. CORBIN. I think we are prObably 
Mr. BARRY (continuing). Might be known by the Post Office De-

partment since they would be operating on a competitive basis with
the Post Office?
Mr. CORBIN. I think they are probably afraid they might be re-

quired to transport mail at less than their cost, and when I talk about
cost I am talking about out-of-pocket costs.
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Mr. BARRY. Do you think there would be any particular advantage
to the Railway Express Co. even with the existing law, to let their
rates be known or at least—they don't know them themselves under
the system presently 
Mr. CORBIN. They don't have rates as such. So far as their member

lines are concerned.
Mr. BARRY. But if they have the rates, would that not be a justifi-

cation perhaps for them to get a higher postal rate for the parcels
that they carry?
Mr. CORBIN. That I cannot answer.
Mr. DIILSKI. Pursuant to the same question of Mr. Barry, if you

include administrative costs, their differentials, if you include an over-
all picture, then you will be in the red but if you 
Mr. CORBIN. Well, right now the Railway Express operates in the

red so far as its member lines are concerned. There is no question
about that.
Mr. DITIBBI. On the rate that you have fixed now?
Mr. CORBIN. Now wait a minute. We don't have a rate which is

fixed on Railway Express. Now there is a rate fixed which governs
the amount which the Postmaster General pays for the movement of
mail other than first class.
Now there is a definite rate which has been determined to be a

reasonable price for the service performed by the carriers.
Mr. GROSS. If you were convinced that a reorganization, a wedding,

whatever you want, shotgun or otherwise, between the railroads and
the express agency was justified in the public interest, the Interstate 
Commerce Commission would have no authority to intervene or to
use any of its power to bring about such a situation?
• Mr. CORBIN. We have no power that would enable us to bring about
a wedding between any modes of transportation, no matter how good
we might think it was for the entire country and for the general public.
Mr. GROSS. I asked you the question—and I will be very brief about

this—about the ratemaking abilities of the Interstate Commerce
Commission, because I have always been intrigued by this business
of a farmer shipping a carload of cattle or a carload of corn to the
market in Chicago, and the railroad knowing to the penny, or almost
to the penny, what it was going to get for having shipped these food
products to Chicago, and the farmer not having the slightest idea of
what he was going to get when he got to Chicago with his cattle or his
corn.
Mr. CORBIN. Well, he generally—he sells his products 
Mr. GROSS. On the open market, yes, and he buys the service on a

closed market.
Mr. CORBIN (continuing) . Let's say to Chicago less the freight rate

between his home and Chicago.
Mr. GROSS. He sells on an open market and buys the service on a

closed market.
Mr. CORBIN. And they are also using a whole lot of trucks which

are operating 
Mr. Goss. Well, the same thing applies. We are dealing with

railroads today primarily. There is an agency of the Government
that fixes the rates by which the railroad knows exactly what it is going
to get for the service it performs.
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Mr. COIN. Wait just a minute, sir. We only fix the rates in con-
tested cases. Otherwise, the rate is initiated by the railroads at the
point that they file their proposed schedules of rates. We have au-
thority when we go over them, and there it's got to be something that
has to be done in a hurry, to suspend those rates for a period of 7
months.
If we suspend them or if we do not suspend them but vote to inves-

tigate them, then the railroads have to come in, in an open hearing,
with protestants also having a chance to put in their evidence, and
justify those rates and we turn down an awful lot of rates.
Mr. GROSS. But the fact remains, the rates are fixed in the final

analysis.
Mr. CORBIN. They are either fixed by the carrier or by us, that is

right.
Mr. DULSKI. Thank you very much.
The next witness is Mr. William B. Johnson, president of the Rail-

way Express Agency.

STATEMENT OF WILLIAM B. JOHNSON, PRESIDENT, RAILWAY
EXPRESS AGENCY, INC.

Mr. JOHNSON. Mr. Chairman and members of the subcommittee, I
am William B. Johnson, president of the Railway Express Agency.
My purpose this morning is, with your permission, to file a state-

ment with you and to just talk about it and to answer any questions
which you might have.
I would hope that the record of this hearing would include the

report of the subcommittee on H.R. 7055, if that were proper or neces-
sary. I don't know whether it is or not, but the report covers the
heart of the matter, and I think it would be helpful to do that and
perhaps save some repetition.
Mr. DIILSKI. Is there any objection?
There being none, it is so ordered.
Mr. JOHNSON. I believe the subcommittee has copies of my prepared

statement dated today, March 8, and, if I may, I think it would save 
iyour time and perhaps be less boring f that were just copied into the

record, if it might be, along with my original statement on H.R. 7055,
which I must say was prepared with more care and in considerably
greater detail. The new statement, dated today, is simply a supple-
ment to bring the old one up to date. If those two statements might
be copied into the record, then I might just go ahead and tell you my
position.
Mr. DuLsin. Is there any objection?
Mr. HENDERSON. Your previous statement appeared in the previous

hearings?
Mr. JOHNSON. Yes; it was in the hearings. I have a copy here

for you if I may.
Mr. nuLsic.r. Hearing no objection, it is so ordered.
Mr. HENDERSON. I wonder if there is any necessity for •• rinting

it in this hearing? ATE h
Mr. JOHNSON. Well, I am always interested in money4//i_
Mr. HENDERSON. We can take care of that. REFERENcE

66938-61-2 OBRA 
(/)

Ry
DE ART• .411ENT c,
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(Mr. Johnson's previous statement on H.R. 7055 is printed on pages
24L29 of the hearing held on June 15, 1960.)
(Statement of Mr. Johnson, March 8, 1961, follows:)
My name is William B. Johnson. I am president of Railway Express Agency,

Inc., which we now call REA Express. The address of the company's head-
quarters is 219 East 42d Street, New York, N.Y. REA Express is essentially
a small shipments service to approximately 23,000 communities in all 50 States
plus a few in Canada. We also have through-bill-of-lading service to and from
41 foreign countries through agreements with carriers operating to, from, and
within these countries.
I appear in support of H.R. 1986 which would repeal one of the provisions

of the Railway Mail Pay Act of 1916. This provision reads:
"The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation of
mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General."
This provision was until last summer section 557 of title 39 of the 'United

States Code. When title 39 was recodified by the 86th Congress this provision
was neither repealed nor reenacted as part of the codification. It was referred
to for years as section 557 and I shall continue to call it that today, although
strictly speaking this is not accurate.
H.R. 1986 is identical with H.R. 7055 introduced in the 86th Congress. This

bill was the subject of subcommittee hearings on three dates in June 1960. I
appeared and testified before the subcommittee and also submitted a written
statement.
The subcommittee under the chairmanship of Congressman Alford reported

the bill favorably and unanimously, but due to the time element there was no
opportunity for further consideration by the full committee or by the House.
My written statement and the report of the subcommittee are just as valid now
as when they were made and I tender copies of these documents and ask that
they be placed in the record of this hearing.
I will not read my previous statement, but would like to give a brief summary

of its main points.
Conditions in the 120-year-old express business had deteriorated to such an

extent by 1958 that it was estimated that in that year on a bare out-of-pocket
basis the railroads lost about $40 million on this service. It was evident that
this situation could not continue and it appeared almost inevitable early in 1959
that the business would either be liquidated or nationalized—probably the latter.
A liquidation plan was prepared, and a resolution was introduced in the Senate
looking toward nationalization of the express company. At that time we had
some 37,000 employees and were handling 70 million shipments a year.
However, by drastic measures and revisions of the terms of the express con-

tracts between REA and the railroads and between REA and the airlines, the
continuation of the business for a trial period was accomplished. We are still
in the trial period and much remains to be done.
The evil days of the express business were due both to external causes—prin-

cipally the below-cost competition of the Government's parcel post service—and
internal causes. The important internal causes were the necessity of operating
the business on traditional, outmoded, and uneconomical lines and the provisions
of the express contract relating to accounting to the railroads for their portion
of the gross revenues from the business. In a word, the express company col-
lected the gross revenues from the public for the complete express service, paid
its own expenses largely incurred in terminal service including pickup and
delivery—and turned over the remainder to the railroads which performed inter-
city transportation of express.
The express company always broke even—it could not have either a profit or a

loss. Its management not only did not have the incentive and discipline of a
profit and loss statement, it had no way of measuring the unit cost of line-haul
transportation, and this made it difficult to quote rates attractive to the public.
Its books did not include any charge for railroad transportation, and the amountsactually remaining for distribution to the railroads were insufficient to cover theout-of-pocket expenses incurred by them in furnishing the line-haultransportation.
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When the railroads concluded in 1959 to continue the express business for

at least a trial period important changes were made. The express company was
given a great deal more independence in the routing and handling of the traffic.
It was given the authority to make rates under the regulatory laws. The method
of accounting to the railroads was completely changed, although this did not
take effect immediately. Commencing July 1, 1961, if section 557 has been

repealed by that time, certain initial basic payments will be made to the rail-
roads for transporting express and there will also be additional payments, de-
pending on the results of express operations.
This last and very important change will place the Railway Express Agency

on a profit and loss basis for the first time in its history. I am certain that
being placed on such a basis is necessary to assure the efficient and economical
operation required for the preservation of the business. It is most unlikely,
however, that this fundamental change will be made effective if section 557 is
not repealed by July 1 of this year.
This old law has never been applied in the 45 years it has been on the books—

and it is incapable of application at the present time. There simply have been
no "rat es" paid by the express company to the railroads for the transportation
of express. Whatever has been left at the end of each month after payment
of all REA's expenses has been divided among the express carrying roads. There

has been no way to determine in advance what this amount would be and it
varied widely from year to year and indeed from month to month. So long

as the present arrangement with respect to express continues there can be no
way to apply section 557. Moreover, the present arrangements are not likely

to change unless this section is repealed.
The new arrangements, if 557 is repealed, contemplate the payment of an

initial "rate," although this will not be the total payment. There is some ques-

tion as to whether section 557 will be applicable even under the new contractual
arrangements, but there is great danger that the railroads will feel they cannot
take the risk. In fact, the new express contract with the railroads provides
specifically that the second step of the reorganization plan—the profit and loss

basis--will not take effect unless section 557 is repealed or made inapplicable.

With the huge passenger service deficits of the railroads it would be disastrous

to have their mail pay reduced in any amount and it would be folly for them

to expose themselves to the possibility of this danger.
It can be seen from the above that section 557 will never be applied as a prac-

tical matter and will never be able to be used to obtain reduced mail rates. As

I have said, the railroads could not afford to gamble and, without repeal, would

be forced to continue the old arrangements which nearly brought us to disaster.

In this event, a new crisis would be likely to develop, probably again threatening

nationalization. Repeal thus cannot cost the Government or the taxpayers a

single dollar because the law will not be applied. But inaction, nonrepeal, would

seriously threaten the continued existence of the express business. Continued ex-

press service to the Nation's towns and continued employment of our 32,000 peo-

ple in private enterprise is, I submit, in the public interest.

One further point should be made indelibly clear. Section 557 is in no sense

required to insure reasonable railroad rates for the transportation of second-,

third- and fourth-class mail. Such rates are regulated by the Interstate Com-

merce Commission which fixes them on the basis of cost plus a 3-percent return

on investment. The Post Office Department has ample, fair, and equitable pro-

tection by reason of the provisions giving the Commission control over the rates.

The Post Office can never be forced to pay more than the Commission finds to be

fair—and can force the railroads to serve as it directs.
The situation today is essentially the same as it was when I testified last June

before Mr. Alford's subcommittee. Due to the general decline in business our

traffic has fallen off somewhat and the financial results have not been as good

as we had hoped. Practically all transportation agencies have suffered a decline

in business. Our losses of volume have not been as great proportionately as

those of many of our competitors.
Substantial progress has been made in reorganizing the methods of carrying

on the express business. Diversion of express traffic from channels through

which it has moved historically to more efficient and economical routes has con-

tinued. Since the date of the new agreement, October 1, 1959, to the present

time such diversions have resulted in REA operating savings of over $3,700,000

annually as well as in improved service. In addition, these have reduced the

amount of transportation required from the railroads and it is estimated that
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these reductions in service requirements have reduced the costs of the railroads
by more than $2 million annually.
Terminal operations have been modernized. Five new terminals have been

constructed and put into operation. These are at Kalamazoo, Mich.; Lakeland,
Fla.; and three on Long Island. Together with an addition to a terminal at
Atlanta, Ga., and new shop facilities at New Orleans, these are expected to re-
sult in annual savings of over $600,000. Additional terminals are under con-
struction and still more are in the planning stage, including major building pro-
grams at San Francisco and Boston. Nearly 1,500 new automotive units—trucks,
tractors, and trailers—have been put into service since I testified last June. The
use of containers has received a great deal of study and we have a number of ex-
perimental operations now in effect. Since the beginning of 1960 we have in-
vested or committed over $14 million in borrowed or depreciation funds for new
equipment and facilities.
As a result of these and other improvements, we were able to cut the railroads

out-of-pocket express deficit to a little over $10 million in 1960. It would have
been less—between $7,500,000 and $8 million—had it not been for the severe and
unexpected snow storms and cold weather in December. I believe this is a
very good record in view of the fact that in 1958 the deficit was estimated to
approximate $40 million. A 75-percent reduction in 2 years is a substantial
accomplishment. Nevertheless, the deficit is still $10 million on an out-of-pocket
basis and there is no assurance that the express business will continue unless such
deficit is eliminated. To the contrary, I am sure it will not do so—at least in
private enterprise.
I am just as convinced as ever that the complete and permanent elimination of

the express deficit will be difficult, if not impossible, unless we can put the
company on a profit and loss basis as contemplated by the new agreement. A
business simply cannot successfully be operated in this country's economy the
way ours has been in the past. One of the fundamental principles of the
private enterprise system is that of profit or loss. Even the Russians see the
importance of the profit motive. The absence of the profit incentives has, I am
sure, had much to do with our difficulties.
However, as I have said before, it seems unlikely to me that this basis can

be made effective while section 557 is still on the books. To repeat, the rail-
roads just cannot afford the risk, however remote, of having their mail pay
reduced below the cost basis fixer by the Interstate Commerce Commission after
hearings.
The testimony at the subcommittee hearings last June by opponents of repeal

of section 557 centered largely on the contention that the law could be applied
and should have been applied, and that as a result of nonapplication the Post
Office Department had paid too much for its transportation. This is completely
incorrect since all rates were fixed by the Interstate Commerce Commission on
the basis of cost plus a modest 3 percent return on investment. It is incompre-
hensible to me how it could be said such rates were unreasonably high. To the
contrary, even if section 557 could have been applied it would have resulted
in confiscation.

Equally important is the fact that there has been no way to apply it. There
were no "rates" for the line-haul transportation of express by the railroads and
there has been no way to tell until long after the event how much the railroads
would receive from the express company for any given period.
The Interstate Commerce Commission has furnished the Post Office Depart-

ment with all the information in its possession and this was essentally all the
information which could be assembled on the subject. It is not the fault of the
Commission nor anyone else that this proved of no value in fixing rates. It can-
not be emphasized too strongly that there have been no "rates" charged the ex-
press company by the railroads for transportation of the express traffic.
In conclusion, let me say again that the 45-year-old section 557 has not been

and never will be applied. Its repeal will hurt no one and will not cost anyone,
the Post Office Department, the taxpayers, or the parcel post users a single
cent. Failure to repeal the section, on the contrary, would seriously threaten
the existence of REA with its nationwide and international air, rail, motor, and
water common carrier services, handling many millions of shipments annually
and employing over 32,000 persons. I submit that passage of H.R. 1986 is clearly
in the public interest. On the other hand, failure to pass it would invite nation-
alization, which I believe is clearly against the public interest.
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Mr. JOHNSON. I have been president of the express company for
2 years. This is almost my second anniversary, since it is March 2,
1959.
When I took the presidency the company was scheduled for liquida-

tion on December 31, 1959. I took the presidency on March 2, about
10 months before the scheduled liquidation.
My endeavor was to avoid liquidation. The company is owned by

64 railroads, and the railroads did not want to see the company
liquidated, and, needless to say, our employees didn't. We had 37,000
of them.
Our company operates in all 50 States, and serves about 22,000 or

23,000 communities. It has 10,500 offices with the door open to do
business.

It uses rail service, passenger rail service, for most of its transporta-
tion. I would say on a ton-mile basis about 80 or 85 percent. It also
uses motor common carriers. I think we now have 490 contracts with
motor common carriers. We also run some trucks of our own where
we can do it cheaper and get better efficiency than existing motor
common carriers.
We use water services, particularly in our international business.

We have air services throughout the country, and internationally.
Our air express revenues last year were just about $50 million. We
use all air lines and most railroads, certainly the largest ones, and a
large number of motor carriers and water carriers as well.
fthink our company is the only nationwide company with national

coverage still operating in private enterprise. The only other nation-
wide transportation company that I know of is the parcel post,
operated by the Federal Government.
To some extent, as Mr. Gross implied, these are competitors, I am

sorry to say, because we don't do very well competing with the Federal
Government. They have some advantages we don't have. For one
thing, if they run out of money, the Federal Treasury is there, and
we used to rely on the treasury of the railroads, but they are not there
any more.
Another thing, the Federal Government and the parcel post, of

course, don't have to pay taxes; don't have to pay a great many items
of expense that we do. That is not the point here today, but it's very
important in this context, because as we raised our rates following
World War II to meet the inflated costs, and about 80 percent of our
company's expense is wages, we were confronted with the fact that
the Federal Government service, parcel post, did not have to. In
fact, even if they tried, they couldn't do it as fast under the law, and
we lost a great deal of our business to parcel post, commercial business,
not the residential business and not the rural business big business.
We had in 1946, I think, 246 million shipments. 

business,
we have

66 million, 4 million less than last year.
A great nationwide company that is trying to do a full job for the

people of the country has to have some business to operate.
The parcel post competition by the Federal Government—and we

were in existence first, I would just like to point that out; we are 122
years old, and the parcel post started in 1913. But that wasn't just
the only reason that our company got into trouble. We have been
through a lot of crises, but when I took the presidency we were in
a first-class crisis. The other reasons—there were two, in my opinion.
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One was inflation, which has, as you all know, an extraordinary im-
pact on any business which uses a lot of people, and in the small ship-
ments business you use a lot of people—and we still have 32,500 em-
ployees—and incidentally, they have worked an average of 21 years
for our company a long period of service.
But inflation was the big factor because it forced us into 13 rate

increases and got our rates so high they wouldn't move a lot of busi-
ness, and particularly with the parcel post rates being low and the
parcel post piling up deficits.
Mr. GROSS. May I interrupt, since you are not following your pre-

pared script?
What is your minimum rate?
Mr. JoHNsoN. It varies on different commodities, Mr. Gross.
On the first-class business I think it's $2.77 today, in the East. It

varies in different sections of the country. We have some minimum
rates which are, I believe as low as $1.67 on some commodities under
our so-called incentive rates.
Mr. GROSS. Well, I am thinking in terms of the casual user of ex-

press, the citizen using it. What would be your rate from here to
Waterloo, Iowa? What would be your rate on a watch or something
of that type?
Mr. JOHNSON. A watch would never be shipped by express.
Mr. GROSS. You mean it couldn't be?
Mr. JOHNSON. We handle anything we handle a lot of things that

are not eligible for parcel post.
Mr. GROSS. What is your minimum rate?
Mr. JOHNSON. I would say if somebody were to ship a watch by

express, it would be $2.77 in the East. I think it would be about 25
cents less than that within the South, and within the Mountain
Pacific territory and the west coast, it would be in the middle.
Mr. GROSS. You have no idea of what the parcel post rate on that

would be?
Mr. JOHNSON. I have this idea, it's an awful lot lower than ours.

There is no doubt about that. Generally speaking, parcel post rates
are far lower than express, and also, parcel post is probably losing
$75 to $100 million a year.
Mr. GROSS. You got some help out of Public Law 199, didn't you t
Mr. JOHNSON. If we didn't we wouldn't be in business today.
Mr. GROSS. You got a subsidy?
Mr. JOHNSON. No, sir.
Mr. GROSS. Well, did you take business away from the Post Office

or didn't you?
Mr. JOHNSON. I think some of the business that left parcel post

when the rates and sizes were reduced came to us—well, I know it did—
and if it hadn't, we wouldn't be here. I think some of that business
also went to motor carriers, United Parcel Services, bus express—
Mr. GROSS. There is no question of that, but the express company

did get an indirect subsidy under Public Law 199, didn't it?
Mr. JoHNsoN. Not in my opinion, Mr. Gross. I say that because

I think the word "subsidy" is perhaps one that we don't agree on. All
the money that we get from the public is earned by us at rates subject
to regulation by the Commission. We are regulated by 53 commis-
sions, more than any company in the United States. Nobody pays us
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a dollar for free. That would be a subsidy, but we don't get it.
Nobody gives us the use of any facilities for free, or at less than cost.
We provide our own. I don't see how the express company can ever
be regarded as receiving a subsidy simply because the Government
decided to withdraw from a portion of their business in competing
with private enterprise.
It would be just the same as saying that when the Government is

not engaging in the Pepsi-Cola business, they are subsidizing the
Pepsi-Cola Co. The Government is not engaging in some of its former
competition with the express company today, but I don't think that
is a subsidy to the express company. That is why I respectfully took
issue with that word subsidy.'
Mr. GROSS. Well, we will never get together on that one.
Mr. JOHNSON. Well, I do think that the congressional action on

Public Law 199 was very much in the public interest in recognizing
that business and private enterprise cannot survive under Federal
competition. I do not suggest for a minute that parcel post should
be discontinued. It has a very important public role, but I do not
think that the Government should go into direct competition with
private enterprises. This is one of our problems.
But as I say, one problem was inflation, and another problem was

the poor organization of the express company, and that perhaps is
the thing that this bill is most about.
How did this issue come up? Well, when I got the presidency of

the company, we had an out-of-pocket deficit of $38 million, as Mr.
Corbin, the Commission's staff man, has expressed.
I knew that there was no hope for saving our company unless that

deficit were reduced, because the railroads could not underwrite us.
They had been underwriting the express company for so many years,
and their deficits were so large, they had to take off so many trains,
that there just had to be an end sometime to the railroads' subsidy-
of the express business.
So we set about by internal economies of a drastic and painful nat-

ure to get that deficit down so that we could cope with the problem
and perhaps reorganize the company. By the end of 1959 we had it
down to $14.5 million. In fact, in about 5 months we made enough
economies to knock out about $24 million of our expenses on an an-
nualized basis.
But in the meantime, the public concern for the possible liquida-

tion of the express company and all its services all over this country-
was so great that Senate Resolution 8 was introduced in the Senate
to provide for a study to determine the prospects for nationalizing
our company.
A hearing was held on this on July 7, 1959. I prevailed on the peo-

ple in the Senate committee, the Senators, to please give us some time
to see if we could save the company and keep it in private enterprise.
To do that we had to sign up new contracts with all the airlines and
all the railroads, and we had to get unanimous agreement from 178
railroads to cancel the old contracts. Unanimous agreement from
2 railroads is difficult, and we had to get it from 178. And after
some 13 abortive efforts, we got unanimous agreement from all the
railroads to cancel the old contracts.



20 INFORMATION TO THE POSTMASTER GENERAL BY ICC

This paved the way for new contracts, and 157 railroads signed
the new contracts and all the airlines signed the new contracts, and
on October 1, 1959, we started out on our reorganization program.
The mission was to keep the company alive and to keep it in private
enterprise rather than Government ownership.
We have done a great many things since that time. I think it's fair

to say—and I am very proud of it—that we have convinced a large
segment of the shipping public of this country that our company is
interested in doing something about the small-shipments problem.
So many carriers, all people in the small shipments virtually, have
a difficult problem, and the public has a difficult problem with small
shipments, and yet, because of the intense competition in various
fields of business, particularly in a depressed economy, inventories
must be kept at a minimum, Which means shipments must be smaller.
And so, while all the carriers are having trouble, 

i 
trouble in meet-

ing expenses, and the Post Office is losing money n its small-ship-
ments business, transportation, and the trend is steadily growing.
At the same time, this is an opportunity for the express company

if we can do a good job for the public, which is the foundation stone
of our existence.
I think it's salutary, and perhaps even surprising, that we invested

since that reorganization program started over $16 million in new
equipment and facilities, or we have committed it, and we have pro-
grams for a great deal of additional investment. This has provided
additional jobs and has given better service, and I think we are doing
a better job for the public.
We have developed new services that promise to be of greater

public value, in my opinion. I don't want to waste your time going
into those, although I will be glad to answer any question.
In short, I think it can be said that our service has improved and

our prospects are reasonably good. I think the public knows that
we are doing a better job. I think we are in a field of great importance
to the public, and I think we can make our way in private enterprise.
In fact, I think we can do a great job with the new privileges that
management has.
What are these privileges? Well, there are three of them.
First, we were given by the railroads the freedom to put our business

in the hands of motor common carriers or trucks and to take it off
the railroads, because the railroads recognized that the old contracts
which forced us to use rail service—spread this traffic out among the
railroads—based on test periods in 1916 to 1918, was no way to
operate a modern business after the motortrucks and new highways
and the airplanes had come into existence.
So the railroads in effect signed away their rights to the traffic

and gave us the privilege of using the most efficient and economical
means of transportation, whatever it might be, and we started doing
that as the first step of our reorganization program on October 1, 1959.
We have made great use of that, and I think that is one of the big

ways that we have improved our service to the public. This cost the
railroads traffic, but on the other hand, the railroads recognized that
if the company was going to live it had to be efficient.
The second freedom that they gave us was the privilege of pricing

the service realistically on the levels that would move traffic, good traf-
fic, in express service. Prior to that time we did not have that au-
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thority except by approval of a large number of traffic committees
composed of railroad people, large committees, and it was virtually
impossible to keep our rate structure attuned to the needs of the
public.
Since October 1, 1959, when we got the privilege of pricing our

services realistically, we have made some 33 major rate reductions.
Now naturally our competitors don't like this, but the public likes it,
and we had better price our service realistically so the public can use
it and quit pricing ourselves out of the market for good business, for
that is another way to die, and we have set about simplifying our
rate structure, reducing our rates but always keeping them at a com-
pensatory level, and I am proud to say—every one is priced out in
advance—and I am proud to say that only one of those is in litigation
today, only one has been suspended by the Interstate Commerce
Commission.
Mr. GROSS. Mr. Johnson, what do you mean by compensatory level?

You mean cost plus?
Mr. JOHNSON. More than meets the out-of-pocket cost of perform-

ing the service, yes, sir. It's unlawful to create destructive competi-
tion by pricing transportation services at less than out-of-pocket costs.
So that is the second privilege that the management has which it

didn't used to have.
The third one is what this is all about. We all knew—I thought

this for 8 years, and I worked on express matters when I was—before
I joined the Express Co., for more than 10 years.
We were convinced—at least I was and lots of other people, and

eventually the whole railroad industry was—that business just cannot
be run efficiently without a profit and loss statement that has some
meaning. Even the Russians have found that you can't be effective
and efficient in running a business unless you have got a profit incen-
tive, and more important in our case, the discipline of a loss on a
balance sheet.
Now what did we have before? Believe it or not, from the day the

company was organized, it was organized as an agency, and we never
made a dollar or lost a dollar on our books. The railroads said this:
You are our agent; collect the gross revenue from the public and we
will give you the transportation service free of charge; no charge;
and there is no cost on our books for transportation; it's free, as far
as the railroads are concerned. And you pay your employees and
your other expenses, and when the month is over, you give us all the
money you have got and we will spread it out amongst the railroads.
And that is why there are no rates such as are contemplated by this
old 1916 law. In 1916 there were, but there haven't been since the
Express Co. was organized in 1928. They didn't make any charge
to us. We paid our expenses out of the money we collected from the
public, and we gave the railroads all of it.
Now you see what happens. No matter how hard anybody in the

Express Co. works, the company never shows a profit. There is no
regional vice president that can say that he has earned a profit for the
Express Co. Even worse, there is no way I can say to any regional
vice president, you produced a loss for the Express Co. Because we
don't have losses. Our losses are developed, our other express deficits
are developed, only by comparing this leftover money which we give
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the railroads with what it cost them to provide this service to us which
they didn't charge us for. That is the only way you could figure it,
and this cost study takes time, and sometimes they are controversial,
and I think anybody in the transportation business knows there are a
lot of ways of figuring cost; there are a lot of problems involved, but
there is no way of passing that down the line in the management of
this company, and I can't do it today; I can't credit complete respon-
sibility to any operating man or traffic man for producing a profit for
the company, and I can't discipline him for producing a loss, because
there isn't any.
In short, our books only have part of the cost of doing the business,

and we had no charge on our books for line-haul service, the actual
transportation, and we are a transportation company.
I just don't think in these competitive days that you can run a busi-

ness efficiently and successfully without a profit and loss statement,
because you don't have the incentive, you don't have the discipline,
you don't have the accounting, and you just don't know what is going
.on.

Mr. GROSS. Did the railroad companies know what was going on?
Mr. JOHNSON. The railroad companies are just like the rest of us,

they can find out only by making a study of their passenger train
system and allocating the costs of the passenger train system between
the various types of traffic or people carried on that system. That
means you have got to split it up between commuter service, coach
service, pullman service, dining car service, baggage service, milk and
cream, mail and express. And if you make that study, then you can
find out, but you can't do this every week. What we need is unit
•cost so that any man in the Express Co. that routes a piece of express
will know he is spending money, and that is a consciousness that we
have never had because our business was set up the way it was.
Now I don't think I can run this business successfully this way, and

I don't think anybody else can, and I think history has proven so, and
that has been one of our major problems.
How and why did we get into this problem? Because the railroads

were always paying the bill, whatever it might be, and you don't know
what it was really until you made a big cost study, and you don't
develop a responsiveness 
Mr. GROSS. You mean the public was paying the bill.
Mr. JOHNSON. The public would have paid the bill if there had

been enough money to meet our expenses, but there wasn't enough
money. That is why we had a $40 million out-of-pocket deficit in
1958. We started with $38 million in 1959. I got it down with our
people to $14.5 million. Whatever bill was being paid, the public was
paying, except the railroads stood the losses, and ultimately the stock-
holders and the properties have been cannibalized to pay these bills.
And in addition, the freight shipper had to contribute to some of these
big losses, which are still over a half a billion dollars a year, but the
railroads set about to correct this situation, and one way to do it is to
say to the express business, we can't subsidize you any more; stand
on your own feet; sink or swim, and that is where we are today.
Under this new contract right here, on July 1, 1961, if this law

is passed, H.R. 1986, the railroads have agreed to sell us—to give
us a price for transportation service, as low a price as they could con-
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sistently agree to, to give us a chance to try to earn our own way and
demonstrate through efficiency and public service the ability to sur-
vive in private enterprise. That is what we have got a chance to do,
provided this law is passed and the old law repealed. If this law is
not repealed, the contract says this will not take effect, and that is
why it's important to get this law repealed.
Mr. DULSKI. When you say the railroads will set a figure, will you

pass that set figure on to the people at an additional price, or will the
price be set just to meet the railroad's circumstances?
Mr. JOHNSON. That is a good question, and I think I can explain it

this way: Anybody in the transportation busines has terminal costs
and line-haul costs. The terminal costs are ours now, they are on our
books and it's our employees and facilities. The line-haul costs we
have not had, but the railroads are going to charge us line-haul costs,
and that will make up the total cost of providing the service to the pub-
lic. The terminal plus the line-haul, and we will fix the rate on the
basis of those two costs.
Mr. DULSKI. You will fix it to the consumer?
Mr. JOHNSON. Yes, sir. They are subject to regulations, of course.

As I pointed out, we are regulated by the ICC and 
Mr. DULSKI. Yes you said 53 agencies.
Mr. JOHNSON. Every State regulates us, and no other agency can

make that statement.
Mr. DULSKI. I thought we had just 50 and 
Mr. JOHNSON. Well, we also have the Civil Aeronautics Board and.

the Maritime Board, and we have the Federal Communications Com-
mission because of our radio trucks, so that makes 54.
Mr. BARRY. Where did you get the $16 million to improve facilities?
Mr. JOHNSON. We borrowed $7 million on a hundred percent loan,

and we took the rest of it out of excess depreciation, depreciation
beyond the requirements of our equipment obligations. There is a
limit to that you run out ultimately.
Mr. DULSKI. Well, I know they have one big building for sale 
Mr. JOHNSON. This is another one of our little problems. The rail-

roads are in such bad conditions that we are renting a lot of facilities
from them and they are selling them out from under us. In addition,
we have got a lot of facilities which we wish somebody would sell
because they are obsolete and inefficient and we have got to replace
them. That is a part of our reorganization program. This is some-
thing we have got to do if we are going to serve the public at a cost
which the public can afford to pay.
What does the old section 557 have to do with this? Perhaps it is

clear to you now, but I would like to state it again. This old law
was passed in 1916, and it says, the Postmaster General may ask the
ICC to tell him what revenues the railroads are getting from the ex-
press company for transportation service. And then he—the Post-
master General, not the ICC—he may reduce—that is the way it
works—may reduce the payment to the railroads for hauling mail
down to the same level. Now this means that the rates which the
Commission has fixed for transportation of mail on the basis of hear-
ings, which I think our post office friends and I have—we have been
in these cases together, and we know they take a long time. The
Commission struggles to get the right answer, and it generally fixes
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the rates primarily, I think, on the basis of cost plus 3 percent return.
But as Mr. Corbin pointed out, recently the railroads and the Post
Office Department have been able to agree and avoid costly and un-
necessary litigation.
Mr. GROSS. Mr. Johnson, isn't it something of an assumption to say

that the Postmaster General asks for these rates so that he can reduce
the mail to the rates of the express company? How do you know what
is in the Postmaster General's mind?
Mr. JOHNSON. Well, that is what the law is for. That is the only

purpose the law is for.
Mr. GROSS. So they can reduce the rates?
Mr. JOHNSON. Sure yes, sir. That is the only purpose of the law.

The Postmaster General shall from time to time request information
from the ICC as to revenue received—and it goes on, but I don't want
to bore you by reading it all, but it then says—
He may in his discretion arrange for the transportation of mail, other than

first-class, at rates not exceeding those ascertained and reported to him.

That is the whole purpose of the law.
You see, Mr. Gross, the Commission fixes the rates, and this is the

means by which it can be used. He can come down below the rates
fixed by the Commission, which means below the rates fixed for the
railroads in hauling mail.
Mr. HENDERSON. For that reason the railroads do not want to fix

rates for your line-haul costs?
Mr. JOHNSON. Not Ks long as that law is on the books, because, Mr.

Henderson they have invested $27.5 million in our company: that is
their investment. In addition, they have lost a lot of money on
express.
Now I think I have convinced them that express can stand on its

own feet if they will give it a chance, but only if they will sell us trans-
portation on the lowest possible economically sound basis, which means
out-of-pocket costs. But if they do that, and the Postmaster General
goes to this law and can apply it, he pulls down the mail pay and—I
don't know how much it would be, but in the first year it could be more
than the total amount they have got in the express company, so what
is the answer for the railroads? They can't afford to take a chance on
that. Anybody can have the express company the Government, and
that is where it would go, because nobody else would take it, except to
salvage what they could out of our trucks and our refrigerator cars
and our facilities, our buildings. There is nobody going to operate
it except the Government.
You can just make up your mind whether the service is valuable to

the public. Well, I know it is, and the public knows it, but why should
the railroads take a gamble on receiving less compensation for hauling
mail than the ICC has fixed after hearings on the basis of what they
spend to serve the Government? Why should they take a chance on
that?
Now I think that law is unconstitutional. As Justice Holmes said

with respect to this 1916 law
' 
when the Congress gave the Postmaster

General the right to require the railroads to haul mail under penalty
of fine that in effect was a seizure of service, and under the Constitu-
tion the railroads are, therefore, entitled to fair and just compensation,
and Justice Holmes said, for this reason, when the railroads object
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and the Commission finds what the fair pay is, the railroads are en-
titled to it from the day the service was rendered.
By the same token, if the railroads are entitled to those rates fixed

by the Commission, and if this law says they get less than those rates
fixed by the Commission, then this law is unconstitutional, but who is
going to take a chance on the courts finding that that law is uncon-
stitutional? I don't think I would, because you never can predict what
the courts are going to do.
I also think that law cannot be applied by the Commission no matter

how hard they try, and there are three or four reasons.
In the first place, if the Commission ever tried to do it, they would

try to do a conscientious job, and they would have to make allow-
ances for the differences between mail and express, and there are
plenty of them.
In the first place, we haul different types of traffic.
You can't ship dynamite by parcel post, but you can by express.

You can't shin Christmas trees by parcel post but you can by express.
Baby chicks they handle now, I think. You can't ship an alligator
by parcel post; you can by express and we haul them. And there is
a long list of different corrosive chemicals and a long list of other
things different in size and weight.
Mr. GROSS. Mr. Johnson, on January 12 you made a speech to the

Atlantic State Shippers Advisory Board, is that correct?
Mr. JOHNSON. In New York, yes, sir; a joint meeting.
Mr. GROSS. And portions of that were published in the Traffic

World of January 21; you probably saw it, in which you spoke of an
oversupply of "competing services.'
Mr. JOHNSON. Yes, sir, I think that is true.
Mr. GROSS. Would you amplify that just a little bit?
Mr. JOHNSON. Yes, sir. This gets a little beyond the point, but I

will be glad to answer your question.
Mr. GROSS. I wouldn't say it is beyond the point. You wouldn't

say it doesn't have a place in this hearing, would you, your words
on this subject?
Mr. JOHNSON. I think the references to the oversupply of trans-

portation, competing transportation in this country, have a bearing on
this question, only because that is one of the reasons why any trans-
portation company has got to be efficient if it's going to survive.
Mr. Gross, there are 19,000 motor common carriers in the United

States, and I will wager that 75 percent of them haul small shipments.
There are bus companies all over the country that handle small ship-
ments; the air lines have an air freight service now and they handle
small shipments. United Parcel specializes in small shipments. We
handle them; the railroads have 1.c.l. freight, which handles small
shipments. There are some 87 freight forwarders which handle small
shipments, and there is just too much small shipment transportation
available for the demand, in my opinion.
Mr. GROSS. Then following that up you say, and again I quote,

"Coordinating the use of all forms of line-haul carriage through a
national small shipments network under a single management." That
you advocate apparently.
Mr. JOHNSON. Yes.
Mr. GROSS. Under a single management?
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Mr. JOHNSON. That is what we have today.
Mr. GROSS. Would you be talking about a monopoly?
Mr. JOHNSON. Oh, my goodness, no. No, I have no interest in

monopoly. I think a monopoly is contrary to the public interest, and
I am the last to suggest it.
Mr. GROSS. Then I don't quite understand this language; you said

that coordinating the use of all forms of line-haul carriage through
a national small shipments network under a single management is
basic.
Mr. JOHNSON. Here is what I mean is basic. I am talking about

exactly what the express company is today. We coordinate through
a single management all forms of transportation. We can provide
the public with rail, water, air, and highway service, and it's under a
single management, our company, because we contract with all these
people to provide this service. Coordinated transportation is the key
to maximum efficiency for the public. You have got to be able to tie
the motor carrier and his advantages into the rail service, and that we
are doing and have been doing right along. But I don't mean to
suggest that we ought to acquire all the motor carriers in the United
States.
Mr. GROSS. And then you go on to say, "Given a green light by the

regulators and legislators, and continued reasonable attitudes by our.
labor leaders, we will ultimately succeed if we can stick to sound
fundamentals."
Mr. JOHNSON. I think that is right. I am talking about what we

have today; no change.
Mr. DU-MK'. It is now 11:30, and we have two more witnesses.
Mr. JOHNSON. Yes, sir. I will hurry along. I have about reached

the conclusion.
I said first that I think I have explained why we need this law re-

pealed, because the railroads won't take the chance and the contract
says so.

Secondly, if the law were tried to be applied, I think it would be
unconstitutional.
In addition, I think it's impractical of application because there

are differences between express and mail that would have to be taken
into account. Mail gets a priority; we get the space that is left over.
This priority service we see even in distinguishing between surface
mail moving in planes, air mail, between the space available and the
priority service. The Post Office has a priority on space in the pas-
senger train; we take the space that is available after they get the.
priority.
You would have to make allowances for all these things. We do,

the terminal work; in mail the railroads do the terminal work. You
would have to make an allowance for that. There are so many dif-
ferences. Loss and damage; we pay all loss and damage. In the
case of the Post Office, they have the power to recover some of that
through fines, where appropriate. But there are a lot of differences,
and in addition, this law only contemplates prospective application,
and yet under this treatment you would—you could only determine
what the price was by looking backwards, and so you would have,a prospective law and retroactive determination, and for that reasonI don't think you can apply it. There are a lot of reasons for thinking-
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this law couldn't be effectively applied. Because it is unconstitu-
tional, impractical and so forth. It never has been used, and I know
that there will never be a set of facts available, because the railroads
can't afford to add to their present deficits and haul mail for less
than the rates fixed by the Commission.
Now that is way, to sum it up, we have reached the step where we

are not ready to take the second step in the efforts of the express com-
pany to stand on its own feet, demonstrate its value, and succeed or
fail on business principles. That is scheduled for July 1, 1961 but
the contract provides it will not take effect unless old 557 is repealed.
The Post Office does not need this to get a fair deal or to protect the

public, because the Commission has full authority to fix the rates.
The Postmaster General then can initiate proceedings before the Com-
mission, get a full hearing, and when the Commission comes out with
a decision, if they don't like it they can take it to court, and you don't
need a double standard.
I think when Congress passed this old law originally, the day they

passed it they didn't need it, because the day they took this corrective
measure, they took a bigger corrective measure which overshadowed
that; they gave full authority to the ICC to fix the rates, so there is
full protection available.
I believe that the interests of our people and the public requires

that the express company be given a chance to prove that it can stand
on its own feet. We don't ask for any subsidy, Mr. Gross, not a
dollar, and we are not getting anything free. Whatever money we
collect from the public we earn under the regulated rates, but we need
a chance to stand on our own feet.
This law only hurts—if you repeal this law, it won't cost the Post

Office five cents; it won't cost anybody a nickel. The one thing it
would do, it would give us a chance to go forward with our, reor-
ganization program, which otherwise I don't think we will have.
But if you pass this law, as we hope you do, it wouldn't cost anybody
a penny.
Mr. DuLsKr. Thank you very much.
Mr. OLSEN. Mr. Chairman, one question please.
Do you know whether or not the railroads would be satisfied with

something less than this whole demand? That is, leave the Postmas-
ter General with the authority to contract with the railroads inde-
pendent of the ICC?
Mr. JOHNSON. He has that today.
Mr. OLSEN. You say he has that today?
Mr. JOHNSON. He has that under the Transportation Act of 1940,

and he does that right along. That is the common practice; below
the Commission's rates, where the railroad agrees to it; the railroad
has to agree. But this law doesn't give him any chance—this says
he may require him to haul under penalty of a fine at less than the
Commission's rates.
Mr. GROSS. In other words, the railroads can pull the string. They

have to agree to it, don't they?
Mr. JOHNSON. No.
Mr. GROSS. But if they don't, it goes to the ICC?
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Mr. JOHNSON. Right. But once the ICC fixes the rate, Mr. Gross,

the Postmaster General can compel the railroads to haul the mail at

that rate, which is determined by the Commission to be reasonable.

There is where the protection lies. The only time the railroad gets

a voice is through hearings before the Commission, or secondly, if
they are willing to take less than a reasonable rate. That helps the
public, that doesn't hurt them, and it helps the railroads.
Mr. OLSEN. The Postmaster General could go to some transporta-

tion agency other than the railroads?
Mr. JOHNSON. He does that all the time. He uses motor carriers.

The Post Office has the same problem we do we are both using motor
carriers. They contract with motor carriers, and the air lines are
hauling mail. They are hauling mail that doesn't have air mail
stamps. And they have need of other transportation, and they need
it to be efficient, and we need it to be efficient.
We have all got the same problems.
Thank you very much.
Mr. D-crLsiu. The next witness is Mr. Charles B. Bailey, legislative

representative, Brotherhood of Railway and Steamship Clerks,
Freight Handlers, Express and Station Employees, who will present
a statement for the vice grand president of the organization, Mr.
Charles E. Kief.

STATEMENT OF CHARLES B. BAILEY, LEGISLATIVE REPRESENTA-

TIVE, BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS,

FREIGHT HANDLERS, EXPRESS AND STATION EMPLOYEES, ON

BEHALF OF CHARLES E. KIEF, VICE GRAND PRESIDENT OF THE

ORGANIZATION

Mr. BAILEY. Mr. Chairman my name is C. B. Bailey. I am legis-
lative representative to the Brotherhood of Railway and Steamship
Clerks, Freight Handlers, Express and Station Employees, and I
am under direct supervision of Mr. Charles E. Kief, vice grand presi-
dent of the organization.
I will be very brief. I know your time is limited here.
At the present time I am on a leave of absence. I am happy to be

an employee of Railway Express. I have been an employee for 41
years.
I am quite well acquainted with the situation over the years and

as to the way the Railway Express has lost employment, and due to
the fact that our organization represents 75 percent of the total em-
ployees. We are very much interested in seeing that H.R. 1986 is
passed and that the law is repealed.
We certainly would like to see the Railway Express start anew as

of July 1, 1961.
In reading this statement you will find that our employees back

home are on the fence. They don't know what is going to happen
and, naturally, on July 1, if some other program has to be taken up
with the railroads to continue in business

' 
or possibly the railroads

will decide not to go along, why we might be out of employment. At
the present time there are 32,000 employees involved. Just in the last
year we have lost about a thousand employees. You take this on a
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family basis and that is over 100,000 people that are going to be in-
volved if the Railway Express should go out of business.
As I say, I am representing our organiaztion which represents

those 75 percent of the employees of the Railway Express.
We urge your support of H.R. 1986 and hope that you will recom-

mend it for passage.
I thank you, Mr. Chairman.
Mr. GROSS. Mr. Chairman, just to keep the record straight, the loss

of that thousand employees last year—I believe that was your state-
ment?
Mr. BAILEY. Yes.
Mr. GROSS (continuing) . Was not attributable to this law that

presently exists.
Mr. BAILEY. I think we are involved in the unemployment cycle now.
Mr. GROSS. Yes, the railroads are taking off trains and 
Mr. BAILEY. They have taken off trains, yes, but we have supple-

mental service. I think we will be able to handle that.
Mr. DULSKL Any other questions?
Mr. OLSEN. Is your pay scale about the same as comparable pay for

comparable work in the Post Office Department, or do you know?
Mr. BAILEY. I wouldn't know that, but I do know that our rate

is a fair rate and our labor management relations over the years have
been very good and at the present time are very good.
Mr. DULSKI. Any other questions?
Mr. ADDABBO. Will the reorganization plan cause any further lay-

offs on the manpower 
Mr. BAILEY. No, I think it will increase the employment. I am

quite sure it will.
Mr. Dimsiu. Thank you very much, sir.
(The statement of Mr. Kief follows:)
My name is Charles E. Kief and I am a vice grand president of the Brother-

hood of Railway and Steamship Clerks, Freight Handlers, Express and Station
Employees. My office is located at 400 First Street, NW., Washington, D.C.
The chief executive officer of our brotherhood is Mr. George M. Harrison, grand
president, with offices located at 1015 Vine Street, Cincinnati, Ohio.
Our brotherhood is appearing before you in support of House bill H.R. 1986.

We represent approximately 75 percent of the total number of employees of Rail-
way Express Agency.

Shortly after World War II the total number of express workers numbered
approximately 85,000. As of the present time, the total number of express
workers number approximately 32,000. In 1958 the express company employed
about 37,000 employees, this number has been reduced to 32,000 employees and
1,000 of these were laid off during the last year.

Accordingly, we are vitally interested in the welfare of the express agency and
in the preservation and protection of the jobs of the present employees. Of
course, we are also interested in the creation of additional job opportunities
and in the returning to express service the many workers who have been laid
off over the last few years.
The primary reason for the decline in employment in the express business has

been the steady shrinkage in the volume of express traffic since World War II.
In early 1959 liquidation of the express company was seriously considered

and to our present knowledge the final decision as to the express agency's exist-
ence has not been definitely determined. As I have said, approximately 5,000 em-
ployees were laid off since 1958 and none of those remaining have any assur-
ance that their jobs have any degree of permanency. Morale among the
employees has been and still is very low.

66938-61 3
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The rate of the express agency's 32,000 employees, as well as the many who
have been furloughed, is a matter of grave concern to us. For their sakes as
well as in the public interest generally, the agency should be encouraged in its
efforts to build up the business and make it more secure.

Since it appears that the repeal of section 5 is an important factor in making
this effort successful, the Brotherhood of Railway Clerks strongly urges the
immediate enactment of H.R. 1986.

Mr. DULSKI. Mr. Lester J. Dorr, executive secretary, National In-
dustrial Traffic League.

STATEMENT OF LESTER J. DORR, EXECUTIVE SECRETARY, THE
NATIONAL INDUSTRIAL TRAFFIC LEAGUE

Mr. DORR. Mr. Chairman and members, I appreciate this opportu-
nity of appearing before you and presenting the views of the National
Industrial Traffic League and its 1,700 members.
I am executive secretary of the National Industrial Traffic League,

which is a nationwide organization of shippers and users of all forms
of transportation. The league is dedicated (1) to the attainment and
preservation of an adequate and efficient national transportation sys-
tem and (2) to the protection of the shippers' interest in transporta-
tion problems. The league has 1,700 members with members in al-
most every State of the Union and includes among its membership
numerous chambers of commerce and other associations representing
in turn their own members.
The league membership includes many users, large and small, both

of the Railway Express and of the postal service. The maintenance
of both of these vital services is regarded as a matter of greatest im-
portance to the league membership, and the league maintains among:
its standing committees both an express committee and a postal com-
mittee.
At the 1960 annual meeting of the league, which was held last

November in New York, it was directed by action of the entire mem-
bership that the league should support and urge the early passage of
a repeal of the following provision contained in title 39, United States
Code, section 557:
The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation
of mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General.

H.R. 1986, introduced January 6, 1961, by Mr. Alford, embodies
the above recommended repeal. The league respectfully prays that
this committee will promptly recommend that the bill be reported
favorably without amendment.
We believe section 557 is obsolete; it has never been applied, and

it is difficult to foresee any circumstances in which it could reasonably
be applied. The section is not required to insure reasonable railroad
rates for the transportation of mail, over which the Interstate Com-
merce Commission has plenary jurisdiction. Even if the section were
capable of use, its application would be unfair and unreasonable be-
cause the railroad services and responsiblities for mail are greater and
different from those for express. Actually, the retention of section
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557 will be of no benefit to anyone but might threaten the continued
existence of the Railway Express Agency.
I will not attempt to repeat in this statement the many arguments

and considerations going to the merits of this bill. They were pre-
sented to the 86th Congress in connection with H.R. 7055. That bill
was identical with the present H.R. 1986 and was thoroughly dis-
cussed in public hearings. It received the unanimous recommenda-
tion of a special subcommittee of this committee, in a report which
was dated September 9, 1960. That report shows that the repeal of
section 557 has been a part of the legislative program of the Inter-
state Commerce Commission as recommended in its recent annual
reports.
The express agency, in support of the repeal of section 557, points

out that at the time this legislation was enacted there were several in-
dependently owned express companies which had contracts with the
railroads which provided for the carriage of express by the railroads
for specified prices.

Section 557 was not used from 1916 to 1928 when the Railway Ex-
press Agency was formed by the railroads, and since 1928 the trans-,
portation of express over railroad lines has not been performed under
a system of rates, the railroads receiving only their proportion of
moneys remaining after the agency had paid the expenses incurred in
performing the terminal portion of the express service.
The new express contract commencing July 1, 1961, provides that

the express company will make initial payments to the railroads for
line-haul transportation on a car-foot-mile basis. The agency further
states that because the contracts provide for supplemental payments
for transportation equal to one-half of the "profit" of the express com-
pany, section 557 may still be inapplicable but there. is danger that
the railroads will not be willing to take the risk of its application.
The new agreement specifically provides that if section 557 shall not
have been repealed or made inapplicable by July 1, 1961, the new
method of reimbursing the railroads shall not take effect.
It appears that if section 557 is not repealed, the express company

may not be able to proceed with the complete plan of operation in-
herent in the new agreement.

Therefore, the league urges that the committee will report the bill
favorably and that the Congress will enact it without amendment.
Thank you very much.
Mr. DULSKI. Any questions?
(No response.)
Mr. DULSKI. Thank you very much.
We have some statements that were presented in favor of H.R.

1986. The first one is from Mr. Daniel P. Loomis, president, Asso-
ciation of American Railroads;  Mr. C. E. Huntley, American Short
Line Railway Association; Mr. S. G. Tipton, president, Air Transport
Association • Chamber of Commerce of the United States • Mr. Harold
F. Hammon, executive vice president, Transportation Association of
America • National Association of Railroad and Utilities Commis-
soners ; Mr. Howard D. Pollen president, Atlantic States Shippers
Advisory Board ; Mr. C. L. 

Pollen,
general chairman, Mid-West

Shippers Advisory Board; Mr. Lester W. Brann Jr., executive vice
president, Milwaukee Association of Commerce; iIr. R. F. Treptow,
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general chairman, Trans Missouri-Kansas Shippers Board; Mr. Ellis
A. Stoker, general secretary, Central Western Shippers Advisory
Board; Mr. E. J. Dunne, general secretary, Pacific Coast Shippers Ad-
visory Board.
Is there any objection to placing those statements in the record?
If not, it is so ordered.
(The statements referred to follow :)

STATEMENT OF DANIEL P. Loomis, PRESIDENT, AsSOCIATION OF AMERICAN
RAILROADS

I would like to express the view of the railroad industry as represented by
the Association of American Railroads on H.R. 1986, which is the subject of
a hearing on March 8, 1961 before a special subcommittee, of which you are
chairman, of the House Committee on Post Office and Civil Service. The rail-
roads strongly urge enactment of this bill to repeal that portion of section 5 of
the act of July 28, 1916 (39 Stat. 428), which reads as follows:
"The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation
of mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General." I
am sure that all members of the subcommittee are aware of the very serious
problem facing the railroad industry with respect to their passenger train serv-
ices. The deficits from these services for the years 1955 to 1959, inclusive,
computed on the formula prescribed by the Interstate Commerce Commission
have been:

1955  $636, 693, 000
1956  696, 938,000
1957  723, 670, 000
1958  610, 424,000
1959  543, 820, 000

Total  3, 211, 545, 000

The figures for 1960 are not yet available but, while there has been an im-
provement, the loss is still so high that it threatens the future of the service.
It is of vital importance to the industry and to the public that these deficits
continue to be substantially reduced. Otherwise, it will be impossible for the
railroads to continue their present level of passenger train service.
Both express and mail are parts of these services and both contribute sub-

stantial amounts to the gross revenues of the railroads. It is of the greatest
importance that adequate revenues be obtained from all branches of the
passenger train services including mail and express.
During the last few years the number of dollars received by the railroads

from express has been substantial, but has not been great enough to cover
even the bare out-of-pocket costs of the railroads in performing the line-haul
service required for the transportation of express. By fall of 1958 this situa-
tion had reached a point where it was evident that the trend could not con-
tinue without irreparable harm to the rail transportation industry. For a time
liquidation or nationalization of the express business appeared to be the only
alternatives and undesirable as either of these courses would be, they were
preferable to the mounting express service deficits. Fortunately, however, as
time went on, another solution appeared to offer possibility of relief.
By midsummer of 1959 a great deal of time and effort produced a reorganiza-

tion plan for the Railway Express Agency which gives hope of successful
operation, at least to the extent of returning to the railroads their out-of-pocket
costs of performing their portion of the service. The ultimate success of this
plan, the first step of which was effective October 1, 1959, is dependent upon
several factors, one of which is the enactment of H.R. 1986 or similar legislation.
The statement that will be presented to your subcommittee by the express

company explains the past operations of that company and points out the fact
the company, under the former method of operation, could never have a profit
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or a loss. It was assured a break-even status and therefore lacked a basic
incentive of private enterprise in this country. It is the opinion of railroad offi-
cials that this fact was one of the major causes of the severe deterioration
in the financial results of the express business. It is important that the busi-
ness be put on a basis comparable to that obtaining in American industry
generally, i.e., that management be required to show a profit, or at the very least
to avoid continued losses. In order to do this there must be some kind of a
stated charge by the railroads to the express company for the line-haul trans-
portation service in the movement of express traffic. This stated charge is
expected to be made effective July 1, 1961, but there is serious doubt that this
will be done unless the statutory provision referred to above is repealed.
The rates for rail transportation of mail are fixed as fair and reasonable

by the Interstate Commerce Commission after full hearings. They would con-
tinue to be so fixed if the statutory provision referred to above is repealed.
Adequate protection against excessive charges is provided by the Interstate
Commerce Commission to the Post Office Department as it is to all other shippers
and the statutory provision which would be repealed by H.R. 1986 is not neces-
sary to the furnishing of such protection. Moreover, since the characteristics
of service furnished are sufficiently different there is no compelling reason why
rates for the transportation of mail should be based on express rates. If the
present provision remains on the books the threat will be ever present that
efforts will be made to have the rates charged by the railroads for transporting
mail reduced to a lower level. Important as it is that the railroads maximize
their revenues from express traffic, it is equally important that this result not
be accomplished by the sacrifice of any of the revenues from the mail traffic.
The railroads simply cannot afford to be subjected to the risk of this result.
Accordingly, there is a very grave danger that the new plan for the operation
of the express business will not be made fully effective. As stated above, this
will mean that the anticipated increase in revenues from the express business
will not be realized.
In July and August 1959 a number of railroad presidents and other rail-

road officials wrote to Congressman Tom Murray, chairman of the House
Committee on Post Office and Civil Service, urging enactment of H.R. 7055,
a bill introduced in the last Congress, similar in effect to H.R. 1986, and favor-
ably reported by the subcommittee of the House Post Office and Civil Service
Committee on September 9, 1960. I understand that these letters, which ex-
pressed views similar to those I am expressing, are available in the subcom-
mittee's files. I respectfully request that they, together with this letter, be
made a part of the record of the subcommittee's hearings on H.R. 1986.

STATEMENT OF C. E. HUNTLEY, PRESIDENT, THE AMERICAN SHORT LINE RAILROAD
ASSOCIATION

My name is C. E. Huntley. I am president of the American Short Line
Railroad Association, with offices at 2000 Massachusetts Avenue NW.,
Washington, D.C.
The association is a voluntary, nonprofit organization of 266 common carriers

by rail, operating in 44 States and the District of Columbia.
As of September 1, 1960, these railroads operated some 16,902 miles of track,

employed 52,930 persons, paid approximately $306.9 million to employees in
compensation, and had an investment in excess of $1,890 million. They paid more
than $76.1 million in taxes, not including transportation excise taxes.

Generally speaking, the term "short line railroad" embraces all line-haul rail-
roads and all switching and terminal carriers class II having annual operating
revenues of less than $3 million.
At the 40th annual meeting of the members of this association held June 23,

1953, at Atlantic City, N.J., the members adopted resolutions against Govern-
ment competition with private enterprise in the field of transportation and
in favor of a Government policy of fair and equal treatment of all types of
carriers. It is pursuant to these resolutions that I seek the privilege of filing
with this subcommittee an expression of our support of H.R. 1986.
Because the members of our association represent the small business of the

railroad industry, the harmful effects of Government interference in transporta-
tion can be most serious and far reaching to our member roads.

• During 1960, 14 members of our association, operating under a separate short-
line express operations agreement, were paid $41,458. In addition, during
1960, 45 members of our association operating under the standard express
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operations agreement were paid $2,249,830. The total payment to 59 member
lines amounted to $2,291,288 in 1960.
The provisions of section 5 of the Railway Mail Pay Act of July 28, 1916,

relate to the furnishing of information to the Postmaster General by the
Interstate Commerce Commission. These are obsolete and serve no useful
purpose because they are impossible of effective administration.
This section reads as follows:
"The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies for services rendered in the transportation of express matter, and
may, in his discretion, arrange for the transportation of mail matter other than
of the first class at rates not exceeding those so ascertained and reported to him,
and it shall be the duty of the railroad companies to carry such mail matter
at such rates fixed by the Postmaster General."
Thus, under these provisions, previously codified as section 5, 39 Stat. 428;

39 U.S.C. 557, the Postmaster General is required to request, from time to time,
from the IOC information as to the revenue received by railroad companies from
express companies for services rendered for transportation of express matter.
He is also authorized, in his discretion, to arrange for the transportation of
other than first-class mail, at rates not exceeding those reported to him.
At the time these provisions were enacted there existed a number of competing

express companies—each of which maintained separate contractual relations
with the railroads:
(1) Reimbursement to the railroads was based upon a specific rate structure.
(2) The end of Federal control of the railroads and express companies in

1920 was followed by a series of changes in the status of the express companies,
resulting finally in the establishment of a single express agency, the Railway
Express Agency, Inc., under the ownership and control of a large number of rail-
roads.
The Railway Express Agency, Inc., acts as the railroads' agent under the

present single express agency agreement and the transportation of express matter
over their lines is not now and has not, for many years, been performed under
a system of rates. The rate structure utilized in determining the amounts paid
to the railroads by the several separate express companies existing prior to the
formation of the present single Railway Express Agency were discontinued when
the single express agency came into existence.
The railroads now receive from the express agency, not a rate, but a share

of the returns from a business with the amounts received varying with business
conditions and the effectiveness of competition. In other words, for hauling ex
press, the railroads receive monthly from their wholly owned single express
agency only their pro rata share of the money remaining after the deduction of
all of the single express agency's expenses.
The changes in the organization and operation of the express agency and in

the relationship between the express agency and the railroads made the statu-
tory provisions in onestion obsolete.
The report of the subcommittee of the Committee on Post Offiee and Civil

Service of the House of Representatives, appointed to consider FI.R. 7055, 86th
Congress, 2d session, "Repeal of Provisions Relating to the Furnishing of In-
formation to the Postmaster General by the Interstate Commerce Commission,"
states on page 2:
"These provisions have remained unaltered on the statute book for over 44

years, without ever having been Placed in effect. To continue the provisions
longer on the statute books would be merely to perpetuate surplusage in the
law, since it is doubtfnl that the provisions ever can be applied and, therefore,
they can be of no benefit to anyone.
"Moreover, in the judgment of the subcommittee. there is serious question

with respect to the constitutionality, as well as the practicability. * * * It
would be unduly burdensome to attempt computations of comparable rates for
mail and for express shipments, as contemplated by these provisions, because
the services furnished by the rail carriers differ substantially."
Commencing July 1, 1961, the express company will make initial payments

to the railroads for bare-bone line-haul transnortation costs on a car-foot-mile
basis. If there is any amount remaining after the initial car-foot-mile pay-
ments and other express company expenses, the balance will be divided evenly.
with the express company retaining half for reinvestment and other normal
business nurnoses and the exnress-carrying railroads receiving the other half as
additional compensation for their services.
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The above-referred-to subcommittee report states on page 2:
"Even under the payment arrangements proposed by the new express con-

tract, only the preliminary amounts paid to the rail carriers will be fixed.
Final determination of the amounts to be paid under the contract will depend,
as in the past, on the results of actual express operations—results which can-
not be ascertained prospectively and which, therefore, could provide no basis
for the fixing of future mail-transportation charges by the Postmaster General
rather than by the Interstate Commerce Commission."
Because of the additional payment, other than the car-foot-mile payment

above referred to, the provisions just quoted are entirely inapplicable. Their
retention seriously threatens the continued existence of the Railway Express
Agency, Inc. The railroads will not take the risk of having these provisions
applied. In fact, they have said in the new contract that they will not do so.
The new express agreement provides (art. 10, sec. 4) that "* * * in the

event that prior to the effective date of such provisions (car-foot-mile basis of
payment effective July 1) section 557 of title 39 of the United States Code shall
not have been repealed or amended so as to be inapplicable to railroad owned
or controlled express companies, such provisions of sections 2 and 3 shall not
The subcommittee report above referred to further states on pages 2 and 3:
"The subcommittee believes it to be definitely in the public interest to keep

a nationwide express service * * * operating as a successful private enterprise
transportation facility."
The Interstate Commerce Commission has urged repeal of this old law in

their annual reports for the last 3 years, being No. 11 in the 1958 and 1959
reports and No. 8 in the 1960 report released February 8.
In his letter to Hon. Tom Murray, chairman of the Committee on Post Office

and Civil Service of the House of Representatives, dated June 5, 1959, Kenneth
H. Tuggle, then Chairman of the Interstate Commerce Commission, stated in
part:
"Quite aside from obsoleteness, the statute is basically unsound and wholly

impracticable of operation. Express and the three lower classes of mail are
identical only to a very limited extent. Because of size and weight limitations,
as well as the numerous articles declared nonmailable by law there is a sub-
stantial difference in the two services. A fair mail rate could not be fixed
on such an arbitrary basis. The Commission has the necessary jurisdiction and
authority to fix equitable rates.
"Repeal of these provisions of section 5 would remove from the books an

obsolete and unsound law under which the Commission is requested to make
available information which it does not have and which it cannot feasibly
obtain."
In the subcommittee report previously referred to, the subcommittee stated

on page 2 that: "The subcommittee strongly concurs with the view expressed
by the Interstate Commerce Commission. In the light of the record, it is clear
that the provisions of section 557 which would be repealed by H.R. 7055 are
completely nugatory."
The rehabilitation of the Railway Express Agency as provided and permitted

under H.R. 1986 will give the express carrying member lines of the association
an opportunity to continue to participate in the business of this agency.
We, therefore, respectfully request your favorable action on the passage of

legislation deleting this obsolete and impractical statute prior to July 1, 1961.

STATEMENT OF S. G. TIPTON, PRESIDENT, AIR TRANSPORT ASSOCIATION

The Air Transport Association of America supports passage of H.R. 1986.
The Air Transport Association includes in its membership virtually all of

the scheduled airlines of the United States. The scheduled airlines in turn, all
have had contracts for many years with the Railway Express Agency for the
joint operation of air express service throughout the United States.

Air express is an important segment of the scheduled airlines business and
of this country's total transportation service available to the shipping public.
For these reasons, the Air Transport Association, therefore, has, on behalf

of its scheduled airline membership, a definite and justifiable interest in keep-
ing the express company in full operation as a private enterprise on a service-
able and profitable basis.
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This bill proposes repeal of section 557 of 39 United States Code, section 5
of the Mail Pay Act of 1916, which provides that the Postmaster General shall,
from time to time, obtain information from the Interstate Commerce Commis-
sion on revenues received by railroad companies from express companies, and
may, at his discretion, arrange for the transportation of mail matter other
than of the first class, at rates not exceeding those reported to him.
The proposed repeal has been urged by the Interstate Commerce Commission,

as a part of its legislative recommendations in the Commission's last two
annual reports.

It is further understood that the provisions of section 557 have never been
applied and, in fact, have not been possible of application.
The Railway Express Agency operates as an agent for the owning and other

contracting railroads, and as such does not pay rates for the transportation of
express. Instead, the railroads share in the revenues remaining after all of the
express company's own expenses have been paid.
Under the terms of its new express contract, the express company will pay

an out-of-pocket cost rate for the transportation of express beginning July 1,
1961. In addition, the railroad carriers will receive additional payments
through a share of the revenues remaining after the agency's express and
carriers line haul costs are paid.

If section 557 remains in force, the Postmaster General will have authority
to prescribe rates for the transportation of other than first class mail at the
same rates as for express matter which, in effect, will give him control of both
mail and express transportation rates.
Moreover, the Postmaster General would thereby be enabled to prescribe rates

for the transportation of mail at less than full cost rates which would place
an unjust burden on all other classes of rail transportation, or otherwise result
in further and increased deficits.
The appropriate regulatory agency, in this case, the ICC, is the proper

Government body to determine the fair and just compensation for the move-
ment of mail. Otherwise the customer (the PMG) has complete control of the
price of the service he buys.

Obviously, such a situation is incompatible with the principles of the act to
regulate interstate commerce and the national transportation policy.
For these reasons, the Air Transport Association urges enactment of H.R.

1986 or similar legislation.

STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES

The Chamber of Commerce of the United States urges adoption of H.R. 1986,
to repeal the provision of section 5 of the act of July 28, 1916, which permits the
Postmaster General to set rates for the transportation of second-, third-, and
fourth-class mail by railroad at levels not exceeding those approved by the In-
terstate Commerce Commission for the transportation of express.
In other words, the Postmaster General is permitted to determine what he

will pay the railroads for the transportation of mail, other than first-class mail,
providing he does not pay more than the railroads charge for express.
The provision has been law for some years. However, since the creation of

the Railway Express Agency, as a consolidation of express companies, it has
been inoperative. As owners of the Express Agency, the railroads did not charge
set rates for the transportation of express but rather divided any proceeds of
the Express Agency annually. With the reorganization of the Express Agency,
however, the situation will change and the railroads will charge set rates for the
transportation of express, making this dormant section applicable. The Post-
master General will thereby be empowered to set transportation rates of mail
other than first class.
The Congress in 1887 delegated the authority to regulate rail transporta-

tion rates by creating the Interstate Commerce Commission. In passing upon
the fairness and reasonableness of a rate, the Commission is required to take
into consideration many things other than the rate for a similar commodity.
Important among these are cost of the service to be performed, value of the
service to the shipper, rates of competing carriers, and adequacy of compensa-
tion.

If the paragraph in question remains in effect, the Postmaster General, rather
than the ICC, will determine rates for mail transportation by rail and with
only one criteria—that they not exceed those applicable on express matter,
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He will not be bound, and probably could not even consider, all the other criteria
in the Interstate Commerce Act by which the Commission is guided in setting
other railroad rates. This would be contrary to the entire philosophy of trans-
portation ratemaking as evolved over the years by the agencies of Government
which have been assigned this important responsibility.
Such a departure from established ratemaking procedures could produce a

rate structure which would not cover full costs of service and, consequently, place
an undue burden on other users of rail transportation, or lead to deficits. The
appropriate regulatory body, in this case the ICC, has a responsibility for pro-
tecting the interests of the public in the regulation of transportation charges. A
comparable responsibility is not placed upon the Postmaster General.
For these reasons, the National Chamber urges adoption of H.R. 1986.

STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE PRESIDENT,
TRANSPORTATION ASSOCIATION OF AMERICA

The Transportation Association of America would like to go on record in
support of H.R. 1986, which would repeal section 557 of title 39 of the United
States Code. This section provides that the Postmaster General shall obtain
information from the ICC on revenues received by railroads from express
companies and may, at his discretion, arrange for the transportation of mail
other than of the first class at rates not exceeding those reported to him.
TAA, for the information of your committee, is a national transportation

policy organization composed of representatives from the users, investors, and
carriers of all modes of transport, all of whom work together to formulate
and implement policies to assure continuation of the strongest possible national
transportation system under private ownership and operation. It also believes
that the Government should not engage in any for-hire transport services where
privately owned facilities are available. The association supports H.R. 1986 for
the following reasons:

Section 557, while never being applied in the past, could be used in the future
by the Postmaster General as a means of trying to obtain, without justification,
reduced rates for the handling of other than first-class mail by the railroads.
We understand he could apply to such mail the rates agreed upon by railroads
and REA Express for the handling of express, even though services performed
by the carriers for mail are much greater than that for express.
In such an event, as we see it, the costs of parcel post service would be re-

duced to the competitive disadvantage of privately owned and operated carriers
who handle small package shipments. TAA has a specific policy position advo-
cating that parcel post rates be adequate to cover all costs of the service to
assure a fair opportunity for commercial carriers to compete. Through use of
section 557, it could be possible for the Postmaster General to require the rail-
roads to handle parcel post at rates below all costs of the service.

Section 557 also represents a roadblock in the path of the growth of any
company operating express business, in any future efforts to establish rates for
the handling of express by the railroads that will stimulate such traffic. We
are reminded of the fact that in 1959 REA Express was faced with the threat
of being taken over by the Post Office Department. Repeal of section 557
would help to prevent such a situation from occurring again.
We request that this letter be made a part of the official record of the hearings

on H.R. 1986 and urge your subcommittee to give favorable consideration to this
bill as soon as possible.

STATEMENT OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES
COMMISSIONERS

MARCH 8, 1961.
Hon. THADDEUS J. DULSKI,
Chairman, House Subcommittee on Port Office and Civil Service
House Office Building, Washington, D.C.
DEAR CHAIRMAN DULSKI : At the 72d annual convention of this association

in Las Vegas, N. Mex., the association unanimously adopted a resolution favoring
repeal of section 557, title 39, United States Code.
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Pursuant to the direction in the resolution, I am transmitting to you a copy
of the resolution with the request that this resolution, be incorporated in the
official record of the hearings on the proposed repeal of section 557, title 39,
of the United States Code.
Due to the recodification, the reference to section 557, title 39, United States

Code, is no longer accurate, but for clarification the reference concerns section
5 of the Railway Mail Pay Act.

Yours very truly,
EVER,ETTE KREEGER, secretary.

RESOLUTION FAVORING REPEAL OF SECTION 557, TITLE 39, UNITED STATES CODE

Whereas certain provisions of section 5 of the Railway Mail Pay Act of 1916,
comprising section 557, title 39, of the United States Code, provide that the
Postmaster General shall from time to time obtain information from the Inter-
state Commerce Commission on revenues received by railroad companies from
express companies, and may, at his discretion, arrange for the transportation of
mail matter other than of the first class at rates not exceeding those reported to
him ; and
Whereas legislation to repeal section 557 was drafted by the Interstate Com-

merce Commission and introduced in the 86th Congress by the Honorable Oren
Harris as H.R. 7055 and by the Honorable Warren G. Magnuson as S. 1810; and
Whereas a subcommittee of the House Post Office and Civil Service Committee

held full bearings during June 1960 and unanimously recommended that H.R.
7055 be favorably reported without amendment; and
Whereas section 557 is not required to insure reasonable railroad rates for the

transportation of mail, and it has never been applied in 44 years and undoubt-
edly never will be applied as a practical matter for the reason that the railroads
will not permit express rates to provide an excuse for reducing mail rates below
the compensatory levels fixed by the ICC after full public hearings; and
Whereas the retention of section 557 will be of no benefit to anyone, but will

seriously threaten the continued existence of the Railway Express Agency; and
Whereas it is in the public interest to keep a nationwide express company

handling 70 million transactions annually and employing some 33,000 persons
operating as a successful private enterprise transportation company; and
Whereas to do this it is imperative that legislation repealing section 557, title

39, of the United States Code be passed by the 87th Congress; and
Whereas the National Association of Railroad & Utilities Commissioners re-

sponsible to the total public interest in the field of private enterprise transpor-
tation services believes the shipping and receiving public of the United States as
a whole will best be served by the repeal of section 557, title 39, of the United
States Code: Now, therefore, be it
Resolved, That the National Association of Railroad & Utilities Commission-

ers urges the repeal of section 557, title 39, of the United States Code; and be it
further

Resolved, That a certified copy of this resolution be directed to the chairmen
of the congressional committees to which such legislation may be referred with
a request that this resolution be incorporated in the official record of the hearings
on the proposed repeal of section 557, title 39, of the United States Code.

Certified a true copy of a resolution duly adopted by the National Association
of Railroad & Utilities Commissioners in convention at Las Vegas, Nev., on
December 1, 1960.

EVERE'rrEKREEGER,
Secretary, N ARUC.

STATEMENT OF HOWARD D. POLLEN, PRESIDENT, ATLANTIC STATES SHIPPERS AD-
VISORY BOARD, NEW YORK, N.Y.

The Atlantic States Shippers Advisory Board through its officers heartily
supports the repeal of section 557 of the Mail Pay Act of 1916 as we believe
that section has been adjudged in our eyes to be antiquated.
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STATEMENT OF C. L. WORNSON, GENERAL CHAIRMAN, MIDWEST SHIPPERS ADVISORY
BOARD, CHICAGO, ILL.

Resolution supporting repeal of certain provisions of section 5 of the Railway
Mail Pay Act of 1916:
"Whereas certain provisions of section 5 of the Railway Mail Pay Act of 1916

provide that the Postmaster General shall obtain information from the Inter-
state Commerce Commission on revenue received by railroad companies from
express companies and may, at his discretion, arrange for the transportation
of mail matter other than the first-class at rates not exceeding those reported
to him; and
"Whereas the repeal of such provisions has been a part of the legislative pro-

gram of the Interstate Commerce Commission recommended in its last two
annual reports, being No. 11 in the 1959 report; and
"Whereas the Interstate Commerce Commission's recommendation for repeal

was drafted as proposed legislation and introduced in the 86th Congress by
the Honorable Oren Harris as H.R. 7055, and by the Honorable Warren G. Mag-
nuson as S. 1810; and
"Whereas a subcommittee of the House Post Office and Civil Service Com-

mittee held full hearings during June 1960 and unanimously recommended
that H.R. 7055 be favorably reported without amendment; and
"Whereas aforesaid provisions are not required to insure reasonable railroad

rates for the transportation of mail, and have never been applied in 44 years
and undoubtedly never will be applied as a practical matter for the reason
that the railroads can never permit express rates to provide an excuse for
reducing mail rates below the compensatory levels fixed by the ICC after full
public hearings; and
"Whereas the retention of these certain provisions will be of no benefit to

anyone, but will seriously threaten the continued existence of the Railway Ex-
press Agency; and
"Whereas it is definitely in the public interest to keep a nationwide express

company handling 70 million transactions annually, and employing some 33,000
persons operating as a successful private enterprise transportation company;
and
"Whereas to do this it is imperative that legislation similar to that pro-

posed by H.R. 7055 and S. 1810 in the 86th Congress be passed by the 87th
Congress; and
"Whereas the Midwest Shippers Advisory Board meeting in regular session and

exercising its responsibility to the total public interest in the field of private
enterprise transportation services, believes the interests of the shipping and
receiving public of the United States as a whole will best be served by the repeal
of the aforesaid provisions of section 5 of the Railway Mail Pay Act of 1916:
Now, therefore, be it
"Resolved, That the Midwest Shippers Advisory Board officially supports and

urges the repeal of the aforesaid provisions of section 5 of the Railway Mail Pay
Act of 1916; and, be it
"Resolved further, That a certified copy of this resolution be transmitted to the

chairman of the respective Post Office and Civil Service Committees of the U.S
Senate and House of Representatives with a request that this resolution be
incorporated in the official record for the repeal of the aforesaid provisions of
section 5 of the Mail Pay Act of 1916."

STATEMENT OF LESTER W. BRANN, JR., EXECUTIVE VICE PRESIDENT, MILWAUKEE
ASSOCIATION OF COMMERCE, MILWAUKEE, WIS.

The board of directors of the Milwaukee Association of Commerce yesterday
approved the recommendation of our industrial transportation committee, that
this association support the repeal of certain provisions of section 5 of the
Railway Mail Pay Act of 1916.
This association believes that the best interests of shippers and receivers' of

both express matter and mail in the metropolitan area of Milwaukee and the
State of Wisconsin, as well as the entire United States, would be served by the
repeal of these provisions, and, therefore submits the attached resolution which
urges such action by the 87th Congress.
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It is our understanding that the subcommittee of which the Honorable Dale
Alford was chairman, considered H.R. 7055 during the 86th Congress, and unani-
mously recommended the repeal of those provisions of section 5 relating to the
furnishing of information to the Postmaster General by the Interstate Commerce
Commission, with respect to revenue received by railroads from express compa-
nies for the transportation of express matter.
We respectfully request that this resolution be incorporated in the official

record and urge favorable action by the committee and Congress before July 1
when the new contract between the Railway Express Agency and the railroads
becomes effective.

Resolution of the Industrial Transportation Committee of the Milwaukee Asso-
ciation of Commerce supporting repeal of certain provisions of section 5 of the
Railway Mail Pay Act of 1916:
"Whereas certain provisions of section 5 of the Railway Mail Pay Act of 1916

provide that the Postmaster General shall obtain information from the Interstate
Commerce Commission on revenues received by railroad companies from express
companies and may, at his discretion, arrange for the transportation of mail
matter other than the first-class at rates not exceeding those reported to him; and
"Whereas the repeal of such provisions has been a part of the legislative pro-

gram of the Interstate Commerce Commission and its recommendation for
repeal was drafted as proposed legislation and introduced in the 86th Congress
as H.R. 7055 and S. 1810; and
"Whereas a subcommittee of the House Post Office and Civil Service Com-

mittee held full hearings during June 1960 and unanimously recommended that
H.R. 7055 be favorably reported without amendment: and
"Whereas aforesaid provisions are not required to insure reasonable rail-

road rates for the transportation of mail, and, have never been applied in 44
years and undoubtedly never will be applied as a practical matter for the
reason that the railroads can never permit express rates to provide an excuse
for reducing mail rates below the compensatory levels fixed by the ICC after
full public hearings; and
"Whereas the retention of these certain provisions will be of no benefit to

anyone, but will seriously threaten the continued existence of the Railway
Express Agency; and
"Whereas it is definitely in the public interest to keep a nationwide express

company, handling 70 million transactions annually and employing some 33.000
persons, operating as a successful private enterprise transportation company;
and
"Whereas to do this it is imperative that legislation similar to that proposed

by H.R. 7055 and S. 1810 in the 86th Congress be passed by the 87th Congress; and
"Whereas the Industrial Transportation Committee of the Milwaukee Asso-

ciation of Commerce believes that best interest of shippers and receivers of
both express matter and mail in the metropolitan area of Milwaukee. as well
as the entire United States, would best be served by the repeal of the aforesaid
provisions of section 5 of the Railway Mail Pay Act of 1916: Now, therefore, be it
"Resolved, That the Milwaukee Association of Commerce supports and urges

the repeal of the aforesaid provisions of section 5 of the Railway Mail Pay Act
of 1916; and be it
"Resolved further, That a copy of this resolution be transmitted to the chair-

men of the respective Post Office and Civil Service Committees of the Senate
and House of Representatives with a request that this resolution be incorporated
in the official record for the repeal of the aforesaid provisions of section 5 of
the Mail Pay Act of 1916."

STATEMENT OF R. F. TREPTOW, GENERAL CHAIRMAN, TRANS-MISSOURI-KANSAS
SHIPPERS BOARD

MARCH 3, 1961.
Hon. Tom MURRAY,
Member of Congress,
House Office Building, Washington, D.C.
DEAR MR. MURRAY: The Trans-Missouri-Kansas Shippers Board, a voluntary

organization of shippers and receivers of rail freight in the States of Arkansas,
Illinois, Kansas, Missouri, and Oklahoma, at their 127th regular meeting held
January 19, 1961, at Kansas City, Mo., by means of the attached resolution,
went on record in support of H.R. 1986, and urged repeal of the involved provi-
sions of section 5 of the Railway Mail Pay Act of 1916.
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It is our hope that after careful study of this proposed legislation that you
will find it in the public interest that its provisions be enacted into law.

Sincerely,
R. F. TREPTOW,
General Chairman.

RESOLUTION IN SUPPORT OF REPEAL OF CERTAIN PROVISIONS OF RAILWAY MAIL
PAY ACT OF 1916

Whereas certain provisions of section 5 of the Railway Mail Pay Act of 1916
provides that the Postmaster General may at his discretion arrange for the
transportation of mail matter other than the first class at rates not exceeding
those paid by express companies to railroad companies; and
Whereas these provisions are not required to insure reasonable railroad rates

for the transportation of mail: Now, therefore, be it
Resolved, That the Trans-Missouri-Kansas Shippers Board supports H.R.

1986 and urges repeal of the involved provisions of section 5 of the Railway
Mail Pay Act of 1916; and be it further
Resolved, That a copy of this resolution be transmitted to the Post Office

and Civil Service Committees of the Senate and of the House of Representatives
with the request that it be incorporated in the official record for the repeal of
these provisions.

CENTRAL WESTERN SHIPPERS ADVISORY BOARD,
November 23, 1960.

Hon. Tom MURRAY.
Chairman, Post Office and Civil Service Committee,
House of Representatives, Washington, D.C.
DEAR Sin: Attached is a certified copy of a resolution supporting repeal of

certain provisions of section 5 of the Railway Mail Pay Act of 1916.
This resolution was adopted by the Central Western Shippers Advisory Board,

comprised of 2,940 members residing in the States of Iowa, Nebraska, Wyoming,
Colorado, Utah, Idaho, and Oregon, at its 82d regular meeting held at Salt
Lake City, Utah, November 4, 1960.

It is respectfully requested that this resolution be incorporated in the official
record for the repeal of these certain provisions of section 5 of the Railway
Mail Pay Act of 1916; also, that you lend your full support to the adoption of
action favoring repeal of these provisions.

Yours very truly,
ELLIS A. STOKER,

General Secretary.

RESOLUTION SUPPORTING REPEAL OF CERTAIN PROVISIONS OF SECTION 5 OF THE
RAILWAY MAIL PAY ACT OF 1916

Whereas certain provisions of section 5 of the Railway Mail Pay Act of 1916
provide that the Postmaster General shall obtain information from the Inter-
state Commerce Commission on Revenues received by railroad companies from
express companies and may, at his discretion, arrange for the transportation
of mail matter other than the first class at rates not exceeding those reported
to him; and
Whereas the repeal of such provisions has been a part of the legislative pro-

gram of the Interstate Commerce Commission recommended in its last two
annual reports, being No. 11 in the 1959 report; and
Whereas the Interstate Commerce Commission's recommendation for repeal

was drafted as proposed legislation and introduced in the 86th Congress by
the Honorable Oren Harris as H.R. 7055, and by the Honorable Warren G.
Magnuson as S. 1810; and
Whereas a subcommittee of the House Post Office and Civil Service Com-

mittee held full hearings during June 1960 and unanimously recommended
that H.R. 7055 be favorably reported without amendment; and
Whereas aforesaid provisions are not required tQ insure reasonable railroad

rates for the transportation of mail, and, have never been applied in 44 years
and undoubtedly never will be applied as a practical matter for the reason
that the railroads can never permit express rates to provide an excuse for
reducing mail rates below the compensatory levels fixed by the ICC after full
public hearings; and
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Whereas the retention of these certain provisions will be of no benefit to

anyone, but will seriously threaten the continued existence of the Railway

Express Agency; and
Whereas it is definitely in the public interest to keep a nationwide express

company handling 70 million transactions annually, and employing some 33,000

persons operating as a successful private enterprise transportation company;

and
Whereas to do this it is imperative that legislation similar to that proposed

by H.R. 7055 and S. 1810 in the 86th Congress be passed by the 87th Congress;

and
Whereas the Central Western Shippers Advisory Board meeting in regular

session and exercising its responsibility to the total public interest in the field

of private enterprise transportation services, believes the interests of the ship-

ping and receiving public of the United States as a whole will best be served

by the repeal of the aforesaid provisions of section 5 of the Railway Mail Pay

Act of 1916: Now, therefore, be it
Resolved, That the Central Western Shippers Advisory Board officially sup-

ports and urges the repeal of the aforesaid provisions of section 5 of the Rail-

way Mail Pay Act of 1916; and be it
Resolved further, That a certified copy of this resolution be transmitted to

the chairman of the respective Post Office and Civil Service Committees of the

U.S. Senate and House of Representatives with a request that this resolution

be incorporated in the official record for the repeal of the aforesaid provisions

of section 5 of the Mail Pay Act of 1916.
Dated at Salt Lake City, Utah, November 4, 1960.
I, Ellis A. Stoker, general secretary of the Central Western Shippers Advisory

Board, do hereby certify that the above is a true copy of a resolution passed

by the board during its 82d regular meeting at the Newhouse Hotel, Salt Lake

City, Utah, November 4, 1960.
• ELLIS A. STOKER.

PACIFIC COAST SHIPPERS ADVISORY BOARD,
San Franasca, Calif., February 23, 1961.

HOD. OREN HARRIS,
House of Representatives, Washington, D.C.

DEAR SIR: Please be advised that the Pacific Coast Shippers Advisory Board,

whose members number approximately 2,000 shippers and/or receivers of freight

traffic in the States of California, Nevada, Arizona, and New Mexico, did go on

record during the board's 37th annual and 114th regular meeting in Los Angeles,

Calif., on January 18-19, 1961, to approve support of the following designated

bills before Congress:
H.R. 12109—To amend the ICC Act to provide that transportation of bulk

commodities by railroads shall be exempt from regulation.
H.R. 12768 and H.R. 12789—To amend the Federal Aviation Act so as to

clarify the status of air freight forwarders and provide for their certification.

H.R. 1986—To repeal section 557 of the Railway Mail Pay Act.
Senate bill 3548—In September of 1960, the board voted to support this bill.

Because of its importance, the board elected to again go on record as opposed

to all make-work practices which exist on the Nation's railroads.
On behalf of the board and its members I extend thanks to you for your efforts

to promote action on the legislation cited in line with the desires and objectives

of our group in support thereof.
Respectfully,

E. J. DUNNE, General Secretary.

Mr. DuLsKr. Thank you very much, gentlemen, for appearing here
this morning, and we will adjourn until March 16.
( Whereupon, at 11:45 a.m., the hearing was recessed, to reconvene

at 10 a.m. Thursday, March 16,1961.)



REPEAL OF PROVISIONS RELATING TO THE FURNISH-
ING OF INFORMATION TO THE POSTMASTER GEN-
ERAL BY THE INTERSTATE COMMERCE COMMISSION

THURSDAY, MARCH 16, 1961

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE OF THE

COMMII LEE ON POST OFFICE AND CIVIL SERVICE,
Washington, D.C.

The subcommittee met, pursuant to adjournment, at 10 a.m. in
room 215, House Office Building, Hon. Thaddeus J. Dulski presiding.
Mr. Dur,sKi.- The subcommittee will come to order.
Today we are continuing the hearings on H.R. 1986 and H.R. 5600.

Hon. Oren Harris has sent in a letter to be put into the record. Is
there any objection?
Mr. GROSS. No objection.
Mr. DULSKI. Without objection, it is so ordered.
(The letter is as follows) :

HOUSE OF REPRESENTATIVES,
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,

Washington, D.C., March 15, 1961.
Re H.R. 1986 and H.R. 5600.
Hon. THADDEUS J. DULSSI,
House of Representatives,
Washington, D.C.
DEAR COLLEAGUE: I understand that the special subcommittee, of which you

are chairman, of the House Committee on Post Office and Civil Service, is cur-
rently holding hearings on H.R. 1986. This bill, which would repeal certain
provisions of the Railway Mail Pay Act of 1916 is similar to the one drafted
by the Interstate Commerce Commission last year, and introduced by me at their
request. It has the same purpose as my bill H.R. 5600, and I am in full accord
with its principles and I support its enactment.
The House Committee on Interstate and Foreign Commerce through hearings

before it during the last few years, is thoroughly familiar with the critical con-
ditions of the railroads' passenger services, of which both mail and express are
a part. It is vital that the passenger deficit of the railroads be substantially
reduced. In the effort to reduce the deficit it is extremely important that the
maximum revenues, which will be reasonable, be obtained from all branches .of
the passenger train service, including mail and express.
I am also aware of the crisis through which the Railway Express Agency

has passed during the past 2 years. I believe the preservation of this nation-
wide business as a private enterprise is in the public interest, and, that the
efforts of the railroads and of the express company management to accomplish
this goal, should be encouraged.
The provisions of the Railway Mail Pay Act of 1916, with which this bill is

concerned are not required to protect the Post Office Department from unreason-
able high rates for the transportation of mail by railroad. The control of such
rates is vested in the Interstate Commerce Commission. They are fixed by the
Commission after full hearings in which the Department participates.

43



44 INFORMATION TO THE POSTMASTER GENERAL BY ICC

The Interstate Commerce Commission in its report, accompanying the recom-
mendations that these provisions be repealed, pointed out the changed conditions
of the express business since 1916 when the provisions were enacted. For this
reason, and because of the fact that repeal is of great importance in the efforts
to preserve and expand the services of the express company, as an integral part
of our national transportation resources, I urge the enactment of this proposed
legislation.

Sincerely yours,
OREN HARRIS,

Member of Congress, Chairman.

Mr. DULSKI. The first witness is Mr. William B. Henderson, execu-
tive vice president, Parcel Post Association.

STATEMENT OF WILLIAM B. HENDERSON, EXECUTIVE VICE PRESI-
DENT, PARCEL POST ASSOCIATION, INC., WASHINGTON, D.C.

Mr. HENDERSON. Mr. Chairman, and members of the subcommittee.
My name is William B. Henderson. I am executive vice president of
Parcel Post Association, Inc., with headquarters in Washington, D.C.
Parcel Post Association was organized and incorporated under the
laws of the District of Columbia in October 1953. Association mem-
bership comprises approximately 300 small and medium-sized
businesses.
H.R. 1986 would repeal section 5 of the Railway Mail Pay Act (sec.

557, title 39, United States Code) which provides:
The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation of
mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General.

An identical proposal was made to the 86th Congress in H.R. 7055.
Public hearings were held on H.R. 7055. The record was printed.
The previous record on H.R. 7055 stands as an essential reference

in the discussion of this present H.R. 1986. Further information has
become available since the making of the preceding record.
The additional evidence carries disturbing implications. In it is

threat to the continued existence of thousands of businesses, mostly
small businesses, and to the future of their hundreds of thousands of
employees.
So this new testimony may be in proper perspective, it is desirable

to review some salient points in the preceding record.
The Railway Mail Pay Act of 1916 (sec. 557, U.S.C., title 39) was

enacted by the 64th Congress. Purpose of the law to prevent the U.S.
Government from paying more than a private commercial enterprise
for identical service. This law embodied the intent of the 64th Con-
gress that the Government should not suffer by being discriminated
against.
The record is clear that the 64th Congress had full awareness of the

practicalities and potentialities of the problem it sought to resolve.
The Congress apparently had no illusions as to the quarter from which
attack on the Public Treasury might be expected. To the men in that
64th Congress, the depredations of the railroad barons were fresh and
recent history. Today, to us, that chapter of American history has
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faded back into the mists of time. But it is a chapter which carries
clear and unmistakable warning to the Nation.
The 64th Congress resolved this particular problem involving the

railroads, railway express traffic and the U.S. mails by placing re-
sponsibility in the Interstate Commerce Commission and the Post-
master General to jointly and cooperatively "police" the new law.

Theoretically, this "policing" should have worked as Congress
planned. But it did not. For the 45 years section 557, U.S.C. title 39,
has been on the books, the law has never been enforced.
One of the "policemen" appointed by Congress (the Postmaster

General) made repeated and strenuous effort to do his duty. The
other, the Interstate Commerce Commission, has manifestly avoided
its responsibility.
In enacting section 557, in 1916, Congress established that railway

express matter and non-first-class mail were similar in character as
shipments in transport. For that reason the Government should not
be required to pay more to the railroads for the transport of non-first-
class mail than the railroads received for transporting express matter
receiving comparable service. The same condition holds true today
and has throughout the intervening 45 years.
In attempts to comply with the law in section 557 and prevent dis-

crimination against and overcharges to the Government by the rail-
roads, Postmasters General have repeatedly requested the Interstate
Commerce Commission to furnish rates of units of service common
to the carriage of express and non-first-class mail with such adjust-
ments therein as might be necessary to reflect differences, if any, in
the character of service for these two classes of service.
The Interstate Commerce Commission has consistently refused to

furnish the information requested, stating that the service rendered
Railway Express by the railroads was not performed on a basis of
rates, and that ICC therefore could not establish an equivalent for the
service.
As evidence in previous records clearly shows, and as will again be

established by testimony in this record, ICC was and is "begging
the issue."

It is certain beyond doubt, and the record so indicates, that ICC,
by using apportionment techniques it regularly employs, and by
simple arithmetical calculations could easily have furnished Post-
masters General, at any time, the rate information requested and
needed in the public interest for enforcement of section 557. A for-
mula was furnished by ICC by the Post Office Department in one of
its briefs.
That the Interstate Commerce Commission has been and is appar-

ently but an agent of the railroads in this situation was directly
charged by the Post Office Department in its testimony in the previous
record (H.R. 7055) when it said:

Although the Interstate Commerce Commission proposes the enactment of
H.R. 7055, its real support stems from the railroads and the express agency who
seek repeal of the existing law (sec. 557) prior for full disclosure of information
relating to rates for express.

Substantiation of the validity of that charge comes from William
B. Johnson, president of Railway Express. He testifies he cannot

66938-61--4
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conceive of any circumstances under which the railroads would per-
mit enforcement of the law.
The Post Office Department stated, in the previous record on H.R.

7055, it—
is at a loss to understand why the railroads and the express agency persist in

their attempts to conceal the rates received by the railroads for the transporta•

tion of express.

Then the Department answered its own question when it testified—

the railroads and the express agency have also agreed that this disclosure of
specific rates for the railway transportation of express will not be made unless
the comparative provision of the Railway Mail Pay Act (sec. 557) is repealed.

Mr. Johnson again supplied confirmation when he assured you in
his testimony on March 8 that "section 557 has not been and never
will be applied," and that "the railroads cannot afford to let such a
situation come about and will not permit it to happen."
But though ICC has refused to furnish Postmasters General with

the information necessary for the enforcement of the law, there is
much proof that the U.S. Government has been forced to pay twice
as much as it should to the railroads because section 557 has not been
enforced.
In 1955, according to Post Office Department records, the Depart-

ment paid the railroads an average of approximately 71.7 cents per
100 assigned and apportioned car-foot miles for storage line haul of
non-first-class mail. Railway Express in 1955 paid the railroads only
approximately 42.5 cents per 100 assigned and apportioned car-foot
miles. This rate basis is for the eastern district with the southern and
western being slightly lower. These figures are based on testimony
in ICC Docket 9200, "Verified Statements of Witness J. L. Haywood.
Last year, in 1960, the Post Office Department paid the railroads

between $1.30 and $1.40 per 100 assigned and apportioned car-foot
miles for line haul transport of non-first-class mail while Railway
Express was paying the railroads for similar service at rate of between
65 and 70 cents per 100 assigned and apportioned car-foot miles.
In ICC Docket I. & S. 7304, currently in process, involving Rail-

way Express transport of wearing apparel shipment comparable to
parcel post, C. W. Bock, Chief Cost Accountant for Railway Express
gave testimony which, worked out on a mathematical basis indicated
Railway Express in 1959 paid the railroads for hauling this traffic a
rate of 0.0232 cents per cubic-foot mile.
Reference to the Post Office Department 1959 Cost Ascertainment

Report reveals that the Department paid the railroads approximately
0.0484 cents per cubic-foot mile for hauling parcel post, or a rate of
109 percent higher than Railway Express paid the railroads for haul-
ing comparable railway express matter.
It is patently clear, from the instances given, and others which

could be cited, that the Government is and has been paying twice as
much as does a private commercial enterprise for identical service.
In the 8 years 1952 through 1959 (figures for 1960 not yet being

available), the Post Office Department paid the railroads $2,105,490,-
000 for the transport of non-first-class mail. As the Department is
paying the railroads twice as much as it needs to, subsidy of Railway
Express via its railroad owners has amounted to about $1,052,730,000
in just 8 years. The total overpayment by the Government since
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1916, because of the nonenforcement of section 557, is upward of
$3 billion.

Incidentally, the overpayment to the railroads in those 8 recent
years for carrying parcel post (which Railway Express identifies as
it competitor) totals $750 million just in 8 recent years. So we have
the somewhat ironic situation of an alleged competitor (parcel post)
paying heavily to support Railway Express.
This committee will agree, I know, there is no man in the Halls

of Congress with greater sense and practice of personal and public
rectitude than the senior Senator from Illinois, Paul H. Douglas.
Senator Douglas has little patience with breach of responsibility by
any public servant, elected or appointed, in the discharge of official
duties. The Senator is equally intolerant of business immorality be-
traying the public interest.
In 1957, Senator Douglas investigated the issues now before you—

the nonenforcement of the law contained in section 557. The Senator
found the railroads were thereby being overpaid approximately $100
million a year by the U.S. Treasury.
Senator Douglas said (No. 79, vol. 103, of the Congressional Record,

May 13,1957) :
The effect of this (the nonenforcement of section 557) is a direct, although

hidden, subsidy to the railroads, which was not intended, but in fact expressly
forbidden by law. There is no justification for this unwarranted subsidy.
The basic principle involved is that the Government should not be required

to pay more for a particular kind or class of service than was charged to a
private firm or individual for the same or comparable class of service.
The Post Office Department itself does not deny that it is paying more to

the railroads for parcel post than the railroads charge themselves for com-
parable service of the Railway Express.
There is no question that section 557 is not being carried out and that the cost

to the Government in terms of a subsidy to the railroads—a subsidy not pro-
vided by law and and apparently expressly forbidden by law—is approximately
$100 million per year.

Basically there are two reasons why section 557 has not been enforced. The
first is the absolute unwillingness of the ICC to furnish the required informa-
tion under section 557. Further, their refusal appears to be based on the
flimsiest of reasoning and is unwarranted in the light of section 557's clear
language.
The basic refusal of the ICC to give the Postmaster General the informa-

tion required by title 39, United States Code, section 557, was given in Railroad
Rates on Empress Matter, 1949 (274 ICC 683, 687). This was a ruling which
grew out of the 1947 petition of the Postmaster General and which was finally
compleetd in 1951. In that petition the Postmaster General requested the ICC
to furnish information as to the revenues received by the railroads from the
express companies. This was to be stated in units of service common to the
carriage of express and mail matter—excluding first class—and the information
was to be given with adjustments to reflect the differences in services which
were performd.
The ICC denied this request. It wrongfully and mistakenly claimed that

section 557 did not impose any duty on the Commission to make an investiga-
tion and study of the operation of the railroads and the Railway Express
Agency in connection with the transportation of express matter, and the reve-
nues received therefrom, for the purpose of formulating rates, when the law,
which I have read, specifically so provides.
The ICC, in denying the information, says: First. The law does not impose

any duty on us to make a study and investigation.
Second. They then beg the point by stating that it does not impose the duty

in connection with the transportation of express matter, and the revenues re-
ceived therefrom, for the purpose of formulating rates; and

Third. They say that because the railroads do not perform their service for
Railway Express by a system of rates, but rather by a system under which the
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railroads receive their revenues, under operating agreements based on "variable
net earnings," the ICC will not provide the revenue information or the com-
parable rates.
That is a clear refusal of the ICC to grant information and it gives the law

a meaning it does not have on any clear reading of it. On the face of it it is
absurd.
At best it shows an inability of the Commission to read; at worst it shows

the Commission as a willing servant of the railroad industry.
As Mr. Frank, the former Associate Solicitor of the Post Office Department

pointed out: Despite the fact that the railroads do not charge the Railway
Express Agency a fixed rate for the transportation of express matter, revenues
attributable to the different units of comparable service of mail and express
matter can be determined by the Commission's apportionment technique which
it exercises regularly.
The method by which this can be done was stated very simply in the brief in

support of the 1949 petition by the Solicitor of the Post Office Department.

This is what it said: (Railroad Rates OA Express, 1949, 274 ICC
68 (pp. 21-22) ) : The result will be a determination of (1) the serv-
ice furnished to express which is also furnished mail:
That should be quite simple for the ICC, with its staff and experience, to do,

and— (2) The revenues received by the carriers for such service.
That is equally simple and some, if not all, of that information is available

in published sources. The statement continues: These two determinations,
placed together will constitute a ratio of revenue to service, ie., a rate for
service. It will be a rate capable of application to non-first-class mail, being in
terms of a unit of service common to both.
The more I look at the ICC refusal to give the information which the Depart-

ment has requested, and which section 557 imposes on the ICC a duty to give,
the more I believe the ICC is saying something like this: Sir, the information
you request would require two ,simple calculations. We have not made those
calculations. Therefore, we will not give you the information.

Mr. Chairman, the full text of the remarks of Senator Douglas on
this matter, as reported in the May 13, 1957, Congressional Record,
constitutes an essential part of the record of this hearing. I respect-
fully request that it be incorporated in this record as an appendix
following my testimony.
Mr. DIILSKI. How long is the text?
Mr. HENDERSON. It runs a little less than four pages.
Mr. DULSKI. We will see what the committee says in executive

session.
Mr. HENDERSON. I will give it to the stenographer, Mr. Chairman.
Mr. DIILSKI. All right.
(The document referred to is inserted as appendix A at p. 73.)
Mr. HENDERSON. Mr. Chairman, a thought occurs to me as to why

didn't ICC ask for repeal or modification of section 557 years ago
when the Postmaster General first requested the information essential
to the enforcement of section 557 and ICC pleaded inability to comply
because ICC felt the law was obsolete, inapplicable, and impossible
of compliance.
It seems ICC waited until after it had approved the new contract

between Railway Express and the railroads. That was fairly recently.
Article 10 of the new contract, which I submit for inclusion in the

record, spells out in specific detail how the rate for service furnished
Railway Express by the railroads shall be computed. That is the
information which the Postmaster General has been attempting to
obtain from ICC for many years and which ICC claimed was im-
possible for it to supply.
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Incidentally, under the new contract, Railway Express will not pay
the railroads even the railroads' out-of-pocket costs until 1963, and
until then Railway Express will be given railroad service, and I am
using Mr. Johnson's words.
When, if ever, Railway Express will pay the railroads fully allo-

cated costs for service on the same basis as every other customer of the
railroads, appears highly problematical.
I should like, Mr. Chairman, with your permission, to include in

the record this copy of article 10 of the Railway Express contract
with the railroads.
Mr. DITLSKI. Any objection?
(No response.)
Mr. DuLsKi. It is so ordered.
( The document is as follows:)

ARTICLE 10. PAYMENTS TO RAIL COMPANIES FOR SERVICES PERFORMED
ON AND AFTER JULY 1, 1961

SEcTioN 1. The Express Company shall, on and after July 1, 1961, continue
to pay the Rail Company for services performed and facilities furnished in the
handling of carload express traffic as provided in Section 6 of Article 10.
SEcrioN 2. Except as otherwise provided in this agreement, the Express Com-

pany shall pay the Railroad Company for services performed and facilities fur-
nished in the handling of other than carload express traffic during the period
July 1, 1961, to December 31, 1962, in the following manner:

(a) The Express Company shall determine the amount of space in pre-
scribed routes which it considers reasonably necessary for the economical
and efficient handling of express business over the lines of the Rail Com-
pany. It shall notify the Rail Company of such determination and the Rail
Company shall make such space available on the prescribed routes. The
Express Company shall maintain a record of the number of car feet as-
signed and shall compute the car foot miles for the Rail Company on a
monthly basis by multiplying the number of assigned car feet by the num-
ber of miles moved over the prescribed routes.
(b) The Express Company shall determine:

(i) the Rail Transportation Revenue per car-foot mile of space as-
signed to other than carload traffic in the various groups (as defined
in Section 3 of Article 9) for the period July 1 to December 31, 1960
(hereinafter called the "first base period"), and for the period January 1
to June 30, 1961 (hereinafter called the "second base period") ; and

(ii) the Rail Transportation Revenue per car-foot mile of space as-
signed to other than carload traffic on the Rail Company for the first
and second base periods.

(c) For each month during the periods July 1 to December 31, 1961, and
July 1 to December 31, 1962, the Rail Transportation Revenue for each
group shall be determined by multiplying the car-foot mile rate of the
group during the first base period by the number of car-foot miles assigned
to other than carload traffic in the group for such month. For each month
during the period January 1 to June 30, 1962, the Rail Transportation Reve-
nue for each group shall be similarly determined except that the car-foot
mile rate for the second base period shall be used.
(d) For each month during the periods July 1 to December 31, 1961,

and July 1 to December 31, 1962, the unadjusted Rail Transportation Reve-
nue of the Rail Company shall be determined by multiplying the Rail Com-
pany's car-foot mile rate during the first base period by the number of car-
foot miles assigned to other than carload traffic on the Rail Company for
such month. For each month during the period January 1 to June 30, 1962,
the unadjusted Rail Transportation Revenue for the Rail Company shall be
similarly determined except that the Rail Company's car-foot mile rate for
the second base period shall be used.
(e) The percent by which the sum of the amounts produced in acordance

with paragraph (d) hereof for each month for all rail companies party to
this form of agreement in the group in which the Rail Company operates
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exceeds or falls below the Rail Transportation Revenue, computed in ac-

cordance with paragraph (c) hereof, for such group for such month shall

be determined. The Rail Transportation Revenue of the Rail Company,

computed for such month in accordance with paragraph (d) hereof, shall be
appropriately adjusted by such per cent so that the adjusted total amount

for all rail companies in each group will equal the amount determined for

the group in accordance with paragraph (c). The resulting sum shall be

paid to the Rail Company as provided in Section 11 of Article 10, except

that the final accounting for each month, other than the payment, if any,

provided in paragraph (f), shall be completed within 120 clays after the

end of such month.
2(f) After the end of each six months during July 1, 1961, to December

31, 1962, there shall be determined the amount of Rail Transportation Reve-

nue for other than carload traffic which would have been payable for such

six months period to all rail companies party to this form of agreement

under the method of ascertaining such revenue provided in Article 9. If

such amount is in excess of the Rail Transportation Revenue for such six

months period of all such rail companies computed in accordance with the

foregoing paragraphs of this Section 2, such excess shall be divided equally

between the Express Company and such rail companies. The rail com-

panies' share of such excess, if any, shall be distributed to groups and to

individual rail companies in the same proportion as the Rail Transporta-

tion Revenue computed in accordance with the foregoing paragraphs of this

Section 2 for such six months period was apportioned."

Mr. HENDERSON. The Interstate Commerce Commission has stated
in both the previous record and in this current record that section
557 is "obsolete." Yet the evidence in the record refutes the ICC con-
tention. The relationship between express company operators and
the railroads, both as to control and in the details of operation, is
basically the same today as in 1916. Conditions existing in 1916,
making the law an imperative need for the protection of the public,
exist today as they have through the intervening 45 years. The only
difference is that the need has grown more acute.
Interstate Commerce Commission states that the law is unenforci-

ble. Yet evidence in the record makes quite clear the law is easily
enforcible.
Railway Express and its railroad owners, who for many years have

had lucrative benefits as a result of ICC's inaction, aggressively sup-
port ICC's position. That is natural. Why, if section 557 is obso-
lete and cannot be enforced, as Railway Express, its railroad owners,
and ICC contend, why are Railway Express and the railroads so
anxious that section 557 be repealed, removed from the statute books?
If they believed their own contentions, it should make little difference
to Railway Express and its railroad owners Whether section 557 were
repealed or not. The answer is clear and has been conceded in pre-
vious testimony by Mr. Johnson.
Section 557, enforced or not, while on the statute books, acts as a

deterrent against unduly excessive charges by the railroads in setting
postal transportation rates. While the law is on the statute books,
Railway Express and the railroads would always have the fear that
it could be enforced and would be enforced.
As Mr. Johnson testified, that is the reason the railroads do not

wish to continue the new contract with Railway Express unless sec-
tion 557 is repealed. With section 557 repealed, Railway Express
and the railroads would be relieved of the fear that section 557 might
be enforced and they could then proceed in their plans without
restraint.
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In contrast to the generalities and largely undocumented state-
ments of Railway Express its railroad owners and other associates
in the record, Post Office Department testimony on the issues under
review stand in sharp relief. The Department's evidence in the pre-
ceding record, presented by Herbert B. Warburton

' 
General Counsel,

and George M. Moore, Assistant Postmaster General, Bureau of Trans-
portation, is clear, concise, documented. The Department's evidence
is complete, accurate, and credible.
The Department outlines the conditions existing prior to 1916,

which made urgently necessary the enactment of the Railway Mail
Pay Act of. 1916 (39 U.S.C. 557) to protect the U.S. Government
against unwarranted price discrimination in its purchase of services.
The Department points out that conditions under which and for

which the law was enacted in 1916, prevail today in essential similarity.
The Department demonstrates that the law is not obsolete that

reasonable facility exists for the law's enforcement. It emphasizes
the reasons Congress entrusted ICC with joint responsibility for the
law's enforcement.
The Department once again confirms the similarity of non-first-

class mail and Railway Express matter as shipment traffic and the
identical nature of the line haul service given both by railroad car-
riers. It reminds the committee, further, that the two forms of
shipment usually travel by the same trains and frequently in the
same railroad cars.

Department testimony notes the obdurate opposition of the Rail-way
Express and its railroad owners against enforcement of section 557
through the years.
The Department recites and documents in detail its many attempts

through the interevening 45 years to have the law enforced.
The Department's testimony has such essential bearing and sheds

so much light on the propsal in H.R. 1986, which you are now con-
sidering, I request, Mr. Chairman, that the testimony of Mr. War-
burton and Mr. Moore for the Post Office Department in the preceding
hearing be made a part of this record. Such inclusion might well
be in this record as an appendix immediately following my testimony.
Mr. DULSKI. How long is that, sir?
Mr. HENDERSON. I had it photostated, Mr. Chairman. It is on

short printed transcript pages, I would judge about 10 pages or so.
Mr. DLJLSKI. You can place it there and we will have a discussion

with the Joint Committee on Printing.
Mr. HENDERSON. I do feel, Mr. Chairman, this is a very essential

base for the whole discussion. I hope the committee will approve its
inclusion in the record.
Mr. JOHNSON (staff director). Mr. Chairman, the Postmaster Gen-

eral has sent a letter to the chairman stating he will submit a full
report on this legislation in the very near future, and he asked that
the record be kept open for the inclusion of that current report.
I believe that the current report will reflect the present policy

position of the Post Office Department. I have no knowledge of
whether it will be exactly like last year's or not, but, in any event, it
would seem the current report of the Postmaster General included
in this printed record would certainly possibly be a more desirable
document to be included in the record.
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There is a problem on printing anything which has already. been
printed in hearings, Mr. Henderson, and without the permission of

the Joint Committee on Printing we would not be authorized to re-
print last year's printed hearings.
Would that satisfy the gentleman, if the current report of the Post-

master General is printed in full as we have agreed?
Mr. HENDERSON. It would, Mr. Johnson, if the report of the Post-

master General contains the essential information as does the Depart-
ment's previous testimony which I feel is so important to this matter
now under review.
Mr. JoHisisoisr (staff director). This is primarily to avoid a repetition

of printed material inserted last year. There is a rule in the House
against reprinting of identical material.
However, Mr. '''Dulski has agreed to consult with the Joint Com.-

mittee on Printing about it.
Mr. HENDERSON. All right.
(The testimony referred to is printed on pages 5-21 of the hearing

on H.R. 7055, held June 15, 1960.)
Mr. HENDERSON. I did want to draw to your attention, Mr. Dulski,

that Mr. W. B. Johnson's last year's testimony was included in the
record of this current hearing.
Congressman HENDERSON. Mr. Chairman, I would like to point

out, you will recall that I raised a question at that point in Mr.
W. B. Johnson's testimony, that if it had been printed last year, I
thought we should give consideration to printing it again this year.
Mr. JOHNSON (staff director) . Yes; the same rules applies.
Mr. GROSS. If I may, Mr. Chairman, since the letter of the new

Postmaster General has been brought up, I would go one step further
and say as one member of the subcommittee I would insist the Post-
master General, or responsible officials in his office dealing with this
matter, appear before the subcommittee and testify, rather than ac-
cepting from them a statement to be printed in the record.
I think this matter is of such a serious nature, the Department ought

to come before the subcommittee.
Mr. DULSKI. As he states in the letter, Mr. Gross, he is taking this

under advisement. We can inform him we would like one of his rep-
resentatives to be here.
Mr. GROSS. Yes.
Mr. HENDERSON. Shall I proceed, Mr. Chairman?
Mr. DU-1,MM Yes, sir.
Mr. HENDERSON. While the repeal of section 557 is of high im-

portance to Railway Express and its railroad owners, that step
appears to be but a part, though an essential major phase, of a much
larger plan, a scheme holding long-range significance and promise
of great profit for the railroads.
In such a plan lies danger for the American public—shippers, pro-

ducers of goods, consumers, and a most immediate threat to small
shipment carriers, to truckers, freight forwarders, shipment consolida-
tors, buslines, specialized local and regional package distributors
(for example, United Parcel) , and others. Railway Express is no
longer just a supplier of a premium shipment service, primarily via
rail transport, as it was for so many years. Railway Express has been
expanded far beyond that.
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Indication of a plan to establish Railway Express as a practical na-
tionwide monopoly for small shipments distribution now seems clear.
This Railway Express/railroads trend toward monopoly is not new.
But in this current apparent move toward monopoly, indications
have not, until recently, been so closely integrated as to disclose the
definite pattern. There were gaps.
Now W. B. Johnson, president of Railway Express, brings the

various pieces of public knowledge and transport industry rumor into
a whole picture, clearly in focus, in his January 12 address to the
Atlantic States Shippers Advisory Board.
Decrying the competition of thousands of small shipments carriers

as "wasteful" and not in the public interest, Mr. Johnson said (these
pertinent excerpts being quoted from a report in the January 21 issue
of Traffic World) :
We are confident that we know what to do, but the challenge lies in getting it

done, and in time. Inflation and a confused oversupply of competing services,
including the Government's own unfair competition, were two of the three basic
causes of our difficulties. We think our management is now in a much stronger
position to cope with these two basic difficulties, since the third, or organiza-
tional, problem has been largely met by the new freedoms given us.
REA has certainly made basic progress toward solution of its portion of the

small-shipments problem. Given only a green light from regulators and legis-
lators and a continued reasonable attitude by our labor leaders we will ultimately
succeed if we stick to sound fundamentals.

(4) The principle of coordinating the use of all forms of line-haul carriage
through a national small-shipments network under single management is basic.

Hence, my conviction that REA's future and the future of these businesses
are interdependent and can mature productively only through the development
and use of a nationwide private enterprise transportation system which is fully
coordinated, which uses all forms of line-haul carriage, which enjoys the effi-
ciencies and economies of a single and unifier terminal plant and organization,
and which is dedicated to public service at the lowest cost consistent with a
reasonable profit.
My second conviction is that REA has a basic structure out of which such a

system can grow, and moreover, is rapidly becoming this kind of a company.

I hope, Mr. Chairman, that this January 21 report from Traffic
World may be included in the record of this hearing as an appendix
following my testimony. It is a one-page news report, Mr. Chairman.
Mr. DIILSKI. If there is no objection, it is so ordered. Of course

as I said, we have to be judged by the Joint Committee on Printing.
Mr. HENDERSON. I quite understand, sir.
(The document is as follows:)

[From Traffic World, Jan. 21, 1961]

REA PRESIDENT TELLS ATLANTIC BOARD AGENCY'S ATTITUDE ON SMALL
SHIPMENTS

Advisory board members are told by W. B. Johnson that business
of small shipments is matched only by commuter service as the most
challenging problem in transportation. New board officers elected.

William B. Johnson, president of REA Express, told members of the Atlantic
States Shippers Advisory Board January 12 that he would say that in the last
decade the small-shipments business had been matched only by commuter serv-
ice as the most challenging economic problem in transportation.
Mr. Johnson spoke in the Commodore Hotel, New York City, at a joint

luncheon of the board and the Traffic Club of New York, held in conjunction with
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the board's 37th annual and 130th regular meeting. The luncheon closed the
2-day session.
Among actions at the meeting, H. D. Pollen, traffic manager of P. Ballentine &

Sons, Newark, N.J., was elected president, heading a new slate of officers. The
board adopted a resolution voicing disappointment at the recent action of the
Association of American Railroads in curtailing some services of the car service
division.

SMALL-SHIPMENT PROBLEM

Mr. Johnson, meanwhile, outlined first the REA's reorganization steps and
then turned to his main subject, "Some Fundamentals in Small-Shipments
Transportation."
"There are literally thousands of agencies or carriers which together comprise

our country's small-shipments system," he said. "In fact, this is one of the basic
causes of the problem. Practically all the large carriers of small shipments are
in financial difficulty in this phase of their business. * * *
"The railroads have seen 87 percent of their less-carload freight disappear

since the war. Many of them will tell you that, in spite of drastic economies and
a new $4 minimum charge, they are now losing heavily on LCL and that some-
thing must eventually be done about it. * * *
"In the small-shipments field, as in others, the public ultimately must, of course,

bear the burden for any and all deteriorating service, carrier selectivity, limited
coverage, obsolete methods, duplication of routes and functions, unused plant,
waste effort in line haul, empty space in pickup-and-delivery vehicles, street con-
gestion, costly billing, complex tariffs, oversupply of competing marginal serv-
ices, taxpayer subsidy of parcel post—and also in the sheer confusion as to
when, where and how the thousands of competing small-shipments carriers can
best be used to meet the needs of a particular shipper.
"The public's problems are at least temporarily aggravated by the fact that

today's competitive pressures on almost every business enterprise are compelling
reduction of inventories, which in turn requires faster and more dependable
service for small shipments."
The REA president said he was proud of his company's accomplishment of

eliminating nearly three-fourths of the out-of-pocket exprets deficit in less than
2 years, but he said much remained to be accomplished.

THREE MAIN DIFFIOULTTES

"We are confident," he said, "that we know what to do, but the challenge lies
in getting it done, and in time. Inflation and a confused oversupply of compet-
ing services, including the Government's own unfair competition, were two of the
three basic causes of our difficulties. We think our management is now in a
much stronger position to cope with these two basic difficulties, since the third,
or organizational, problem has been largely met by the new freedoms given us.
"REA has certainly made basic progress toward solution of its portion of the

small-shipments problem. Given only a green light from regulators and legis-
lators and a continued reasonable attitude by our labor leaders we will ulti-
mately succeed if we stick to sound fundamentals.
"The fundamentals to which REA is dedicated are these:
"(1) We must make a profit in order to survive in private enterprise; the

alternative would be nationalization. Experience with parcel post indicates
that socializing the express company would but lead one after another of the
other small shipments carriers into mounting financial trouble under the pres-
sure of expanded Government competition—and nationalization of still other
carriers then would be called for in the name of preserving essential services.
With the Federal Government already competing in the field, a completely na-
tionalized transport system will inevitably result if private enterprise carriers
cannot make a reasonable profit. The shipping as well as taxpaying public
would ultimately pay a high price for nationalization in the forms of deteriorat-
ing service, political interference, employee dissatisfaction, inefficiency and ever-
higher taxes to meet ever-larger deficits.
"(2) Profits cannot be earned by REA or any other carrier unless it serves the

public well and economically. The principle of public service is basic in REA's
thinking—and, if the regulators let us, we will apply it wherever there is a sub-
stantial need, in the United States or internationally to or from this country.
"(3) The principle of minimizing unit cost is also basic. To that end, our

plant and equipment must be modernized as soon as possible, and must be
utilized to a high percentage of capacity. Our billing and accounting costs must
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and will be drastically cut and sound progress made in achieving the economies
-inherent in a workable container system, and in automated terminal operations.
"(4) The principle of coordinating the use of all forms of line-haul carriage

through a national small-shipments network under single management is basic.
The objective of this coordination is the use of each transport medium where,
and only where, it does the best job for the public in both good service and low
cost.
"(5) The principle of consolidating like functions is also sound; in the small-

shipments field, it will greatly contribute to (a) a clear public understanding of
services and prices available, ( b) effective economic regulation and (c) mini-
mum cost for dependable service."

10-YEAR PICTURE

Then, looking in retrospect at the small-shipment picture of the last 10 years,
Mr. Johnson expressed two convictions.
"The first," he said, "arises from the fact that there is a growing number of

businesses which depend on reliable and economical small-shipments service and
from the fact that REA's existence depends on the patronage of those who need
such service. Hence, my conviction that REA's future and the future of these
businesses are interdependent and can mature productively only through the
development and use of a nationwide private enterprise transportation system
which is fully coordinated, which uses all forms of line-haul carriage, which
enjoys the efficiencies and economies of a single and unified terminal plant and
organization, and which is dedicated to public service at the lowest cost con-
sistent with a reasonable profit.
"My second conviction is that REA has a basic structure out of which such

a system can grow and, moreover, is rapidly becoming this kind of a company.
There are long-range factors favoring such growth; for example, our country's
fundamentally strong economy, its growing population, and the national trend
to smaller inventories and fewer middlemen, with new lines of direct distribu-
tion from plant to retailer. There are existing characteristics of REA which
favor such growth. Perhaps one of the most important is the 32,000 people who
work for REA, who have devoted an average of 21 years of their lives to the
small shipments business, and who are professionally and sincerely dedicated
to the further development and continuance of a national small shipments
system.
"At REA we do not delude ourselves as to the difficulties of the long pull, but

if our 53 regulatory agencies and our national and State legislators display
the statesmanship and broad public interest that the 192 railroads and airlines
did in 1959 when they executed new contracts with REA, we will increasingly
become a great public service organization. I can confidently assure you that
we hold no objective to be more important than serving the public well because
only through the attainment of this objective can we flourish or even survive as
a profitmaking carrier engaged in private enterprise.
"I know that you join me, our owners, our employees—even our competitors—

in the belief and resolution that REA must not start a parade of carriers into
Government ownership. We certainly do not propose any such program, nor
need we, because I am convinced that vigor and determination can bring us suc-
cess in the private enterprise system, and I am glad indeed to report that REA
today is a vigorous and determined organization."

Mr. IIENDERSON. Note Mr. Johnson's assertion that success of the
plan he appears to outline to drive Railway Express to preeminence
in the small shipments field is dependent on Railway Express being
given a "green light" by regulators and by legislators.
As to the two problems identified by Mr. Johnson as "oversupply

of competing services" and "Government unfair competition" (pre-
sumably meaning parcel post), Mr. Johnson confidently assured his
audience, "We think our management is now in a much stronger posi-
tion to cope with these two basic difficulties."
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His was no idle boast, Railway Express has already made substan-
tial strides toward neutralizing its actual and potential competition,
as will be noted later in my testimony and as may be testified by other
witnesses.
Mr. Johnson revealed something of the apparent ultimate objective

of Railway Express and its railroad owners—
all forms of line-haul carriage through a national small-shipments network under
single management; development and use of a nationwide private enterprise
transportation system with a single and unified terminal plant and organization—

and emphasized—
REA has a basic structure out of which such a system can grow and is rapidly
becoming this kind of company.

There, gentlemen, in major outline, is blueprint for an apparent
practical monopoly. First control or otherwise neutralizing of com-
petition. Then, presumably, voiding of restrictive laws and enact-
ment of favorable measures. Finally, it would appear, the establish-
ment of a single, overriding business colossus.
Should such an ambition be permitted to prevail and a monoply,

or quasi-monopoly, come into being in small shipments distribution,
the majority of the Nation's 15,000 regulated motor common carriers
in the small shipments field (those not absorbed into the transport
colossus) would be forced out of business; local small shipments
truckers, many thousands of them, would disappear from the scene,
freight forwarders and shipment consolidators would number but a
small handful of enterprises permitted to exist only by railroad suf-
ference ; parcel post, an essential but already-dying service for the
people, would have to be priced so far beyond the economic reach of
the ordinary citizen as to practically disappear from our national life
or be heavily subsidized instead of paying its way as law now re-
quires.
A fantastic forecast? At first and cursory glance it may so appear.

But not nearly so fantastic a conclusion after one reads, rationalizes,
and logically digests the apparently clear indications.
Here we are considering the $100-million-a-year annual subsidy to

Railway Express and its railroad owners. That much money annually
(and the payment already totaling upward of $3 billion) is enough
to actively concern both those who pay and those who receive. But,
$100 million a year is almost small change when compared to the
potential profits which would accrue to Railway Express and its rail-
road owners in the apparent scheme to which your attention is di-
rected. If it is valid assumption that they are playing for such tre-
mendous potential stakes, small wonder Railway Express and its rail-
road owners drive so urgently for the repeal of section 557, a hurdle
they must clear to have a "green light" and a straight drive to their
target.
There is historic precedent. The procedures and pattern outlined

in the blueprint have a ring of familiarity. Remember the mid-1800's
when the railroad barons ruled much of America through vast and
complex business empires? Their excesses finally brought public
revulsion. Enactment of antitrust laws and other curbs on business
came as a direct result.
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It is curious coincidence that the foundation of the power of those
men lay in their control and manipulation of railroads. From that
basic stronghold, tentacles spread, sought out and seized control and
power in other areas, each successful step affording firm footing for
the next move.
But that is only history, fascinating history which we may feel can-

not be repeated. Our laws are too strong, our people and their rep-
resentatives in Congress too vigilant to permit repetition.
But I wonder? Human nature is stubborn against change. The

habits and traits learned in childhood (for we, as a nation, and the
railroads, as a practical transport monopoly, were young in the mid-
1800's) are difficult to erase as thought and behavior patterns. That
is so, no matter how old or sophisticated or wise we become.
How far has this apparent monopoly embryo developed? There

is no determinable gestation period for such things. But "basic
progress" is being made, Mr. Johnson assures us. Railway Express
needs only a "green light from regulators and legislators."
No longer does Railway Express provide only a premium package

distribution service vial rail and city truck pickup and delivery service.
Today Railway Express is a freight forwarded, a shipment consoli-
dator, has an over-the-road trucking operation of considerable size
and has added other services. It has bought existing companies and
organized others as operating subsidiaries. Railway Express is ex-
panding its trucking operations into a nationwide network, fanning
out all over the country from some 1,800 local and regional beachheads
already established, subject only to Congress and ICC providing the
"green light."
And I might mention, Mr. Chairman at this point, that rarely a

day goes by that one doesn't read in the federal Register, and the issue
I have in my hand is yesterday's, March 15, where Railway Express
is petitioning for an expansion of facilities in various parts of the
country. Here are two, under the heading "Applications in which
handling without oral hearings is requested." I am reading from
and referring to page 2208 of the Federal Register of March 15, 1961.
Remember Mr. Johnson's assertions in his testimony that Railway

Express is and always has been "given" transportation by its railroads
owners? Railway Express does not pay for service on a fully allo-
cated cost-plus-reasonable-profit basis, as do all other customers of
the railroads. If section 557 is repealed Mr. Johnson expressed the
hope that eventually Railway Express would be able to pay the rail-
roads their out-of-pocket costs, not their wholly allocated costs, their
out-of-pocket costs, for furnishing Railway Express with rail trans-
port. Not having to buy rail transport, a major item of cost is
eliminated for Railway Express. So Railway Express has a big,
competitive margin in this subsidy from its railroad owners.
The competitors of Railway Express who use rail transport (e.g.,

freight forwarders) and the Post Office Department (85 to 90 percent
of non-first-class mail goes by rail) must pay the railroads a rate for
service on the basis of the railroads' fully allocated costs plus a profit,
as established by ICC.
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The rates charged the public for Railway Express service are also
subject to ICC regulation—again presumably cost plus. But with
Railway Express basic costs brought so artificially low through the
collaboration and subsidy of its railroad owners, Railway Express
immediately is given a large competitive advantage, a manifestly
unfair advantage.
Railway Express seems confident its competitors cannot long stand

up under such economic pounding. That confidence seems justified.
But to reach its objective more expeditiously, and with even more
certainty, Railway Express offers substantially cut rates by using
various devices.
As indication of this, the committee's attention is invited to an

action covered in ICC docket I. 8.5 S. 7304, Railway Express Agency,
Inc.—Aggregate Rates 011 Wearing Appah-el. Here, documented in
detail, is evidence of a Railway Express plan to damage its com-
petitors who also use the railroads and who must pay to the railroads
fully allocated costs plus a profit (as determined by ICC) for service.
This Railway Express attack would not be effective, indeed would
hardly be possible, without the railroads' subsidy of Railway Express.
While this particular instance refers only to wearing apparel traffic,

as protestants evidence notes and is common knowledge, the same
tactics are being employed by Railway Express in other areas of
commodity small shipments.
The Railway Express attack is carried to parcel post. Here is a

typical Railway Express advertisement in Women's Wear Daily of
February 6, 1961, which I exhibit to you here. In this advertise-
ment Railway Express offers to transport wearing apparel, be it 10
pounds or 10,000 pounds, in one parcel or a thousand parcels, to one
destination or a thousand different destinations, at one-half the parcel
post rate.
I request, Mr. Chairman, this advertisement be included in the

record. I will leave it with the reporter on the basis of our previous
understanding.
(The document is as follows:)
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Mr. HENDERSON. But how, it may logically be asked, can such de-
structive competition be permitted in the public transport industry,
governed by specific law, policed by ICC in the public interest to as-
sure a carrier charging rates justifiable as compensatory on a basis
of the carrier's fully allocated costs? Here's how Railway Express
does it. With the benefit of railroad subsidy, paid for in large meas-
ure by the Government through the nonenforcement of section 557,
Railway Express publishes rates far below the ability of its ICC-
regulated competitors to meet.
ICC has two alternatives in such a situation. Within 30 days of

the publication of an amended tariff by a carrier, if there is objection
filed (or even without objection) ICC may suspend application of the
proposed lower tariff pending ICC investigation and ruling. Such
procedure seems eminently fair and equitable.
Or, despite competitor or public objection ICC can allow (and has

allowed) the lowered rates to go into effect subject to later ICC in-
vestigation and ruling. ICC may take a year or more to get around
to investigating and making a ruling.
In the meantime, the rate cutter is well in the clear, enjoying its

"accomplished fact." The rate slasher has thus done very well indeed
for itself, even though ICC should finally rule against the rate cuts.
Following such a pounding, the competitors, if they aren't dead, nurse
injuries, perhaps irreparable injuries. A simple and effective process,
isn't it?
That the Railway Express process moves right ahead is clearly set

forth in detail in I. & S. docket No. 7304, now in process before ICC.
The argument on behalf of protestants' preliminary statement, says
initially:
The impact of the decision to be rendered herein, and its effect upon that

segment of the transportation system which is devoted to the handling of small
shipments, may not be confined to the movement of wearing apparel. That
happens to be the single phase of the situation which is open to investigation,
but similar rate provisions are already in effect on other commodities and re-
spondent (Railway Express) in public statements by its president, has made it
clear that Commission approval of these rates will lead to a complete overhaul
of the express rate structure under the plan here involved. Similar adjustments
have not received the attention they deserve either by way of the suspension
or complaint process, and it is time now to explore and reappraise the entire
theory.

The text of the preliminary statement gives such a comprehensive
view of the apparent Railway Express plan that the whole prelimi-
nary statement should desirably be a part of the record. I respect-
fully request, Mr. Chairman, that it be made a part of the record as
an appendix following my testimony.

Shall I hand it to the reporter with the same understanding we
have had?
Mr. DuLSKI. Yes.
(The document referred to is inserted as appendix B, p. 80.)
Mr. HENDERSON. It may be argued, in attempted justification of such

widespread indiscriminate cutting of rates, that the consumer (the
shipper) benefits. True, there may be temporary shipper benefit. But
as soon as competitors are controlled, neutralized, disposed of in
one way or another, rates, prices start to climb. That has been the
history, consistently repeated, of all cartels, monopolies and similar
combines.
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Mr. A. F. Arpaia, a former ICC Commissioner for 8 years, approves
the Railway Express program. When the Railway Express program
began rolling in high gear a year or so ago, Mr. Arpaia resigned from
Interstate Commerce Commission to become a vice president of Rail-
way Express.
Mr. Arpaia was speaker at a meeting of the Miami Valley Traffic

Club in Dayton, Ohio, last February 16. It was an interesting address,
not only from the viewpoint of what was said, but also because of
what was left unsaid. On the subject of rate cutting and destruction
of competition, Mr. Arpaia remarked:
We (Railway Express) do not publish rates designed to destroy competition.

We are not interested in making rates that do not contribute to earnings. We
cost them out—precisely and objectively. If other carriers can make lower
rates, properly supported by costs, more power to them.

Mr. Arpaia did not tell his audience that Railway Express rates are
based on artificially low costs granted in the railroad subsidy.
Again I request the committee to note that this whole Railway

Express action against its competitors and against parcel post is made
possible only through the $100 million-a-year subsidy obtained
through the nonenforcement of section 557.

Additional subsidy, obviously, is an estimated $50 million a year
the railroads gain through providing Railway Express its needed
service at less than out-of-pocket cost. Such losses suffered through
Railway Express are tax deductible to the railroads as business ex-
pense.
Those tax-deductible losses of the railroads over a long period of

years have been tremendous. Said Arne C. Wiprud, rail transporta-
tion authority and currently director of the office of transportation
of the State of New York:
The losses to the railroads from express traffic in the 25-year period (1929

through 1953) have been huge. No one knows the exact amount since the rail-
roads have not kept books on the handling and transporting of express, but
In no year have the railroads claimed before the Interstate Commerce Commis-
sion that their losses (from Railway Express) were less than $125 million per
year.
The railroads claimed a (Railway Express) loss of $129 million in 1950 and

the Commission found the loss in 1951 to be about $145 million and the losses
during the depression of the 1930's were very large.

Deficit operations resulting from such unsound principles and practices (of
Railway Express operations) have drained the vitality of the railroads.

That is the end of the quote from Mr. Wiprud.
Kinsey Merritt, Railway Express vice president, confirmed. Under

congressional questioning, Mr. Merritt admitted that Railway Express
operations in 1950 fell some $135 million short of paying railroad costs
for services to Railway Express. A. L. Hammen, predecessor to Mr.
Johnson as president of Railway Express, understated the railroads'
huge losses when he told Congress:
Those sums (Railway Express payments to the railroads) for a long time have

been much less, by about $100 million a year, than the express costs of the rail-
roads. (House Post Office Committee hearings on H.R. 3465, September 1951.)

I referred earlier in this testimony to parcel post as "an essential but
already-dying service for the people."

66938-61 5
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That parcel post is dying as a carrier of packages for the public,
you and I and the housewife, as well as the small businessman, is
shown graphically on page 80 in the previous records, charts D and E.
Mr. Chairman, I brought some additional copies of those charts

with me, in case the members of the committee should like to refer to
them as we are discussing this particular point.
Note that in the 8 years 1951 through 1958, the weight of parcel

post declined from a total of 7,480 million pounds to 5,420 million
pounds, a drop of over 30 percent in 8 years. The number of parcels
declined over the same years from 1,047 million to 964 million or about
121/2 percent.
The total weight figure is a truer indicator of the decline in parcel

post than the number of parcels for Public Law 199 (enacted by Con-
gress at the urging of Railway Express as an experiment for the
"protection" of Railway Express) forced shippers to greatly reduce
the size and weight of their parcel post packages, making two or
three or more packages out of the one which had formerly and for
20 years been permitted to be mailed. These revised and much lower
maximum limits not only created decided inconvenience and added ex-
pense for the package shipper, but resulted in a direct net revenue
loss to the Post Office Department of $70 million in 1952, the first
year Public Law 199 was in operation, and an annual net revenue
loss estimated at $100 million today.
Note how neatly Railway Express is disposing of parcel post by

slowly bleeding it to death, first by forcing parcel post to contrib-
ute the largest part of the $100 million a year subsidy under the
unenforced law, section 557 (to which subsidy parcel post conrtibuted
$750 million in just 8 recent years), but also by causing the De-
partment direct net revenue loss (through Public Law 199) of an-
other $100 million a year through the operation of the Railway Ex-
press "protection" law—Public Law 199.
The almost $200 million a year burden which Railway Express

thus saddled on parcel post must be recouped by the Post Office
Department from parcel post mailers in higher rates, for parcel post
is required by law to be self-supporting. Whenever parcel post
revenues are more than 4 percent below expenditures, rates, by law,
must be increased to bring revenue-expenditure into approximate
balance.
These higher rates drive more shippers from the use of parcel post.

As parcel post volume diminishes, costs for the remaining traffic
climb. Further losses occur. So another rate increase is required
by law. As a result, volume drops further. Again another rate
increase—and so the cycle, in ever more rapid rotation.
This economic pounding of parcel post by Railway Express has

brought parcel post rate increases of 35 percent in 1951, 36 percent
in 1953, and better than 20 percent in 1960—more than doubling
parcel post rates in 10 years.
Mr. GROSS. The Postmaster' General yesterday suggested another

rate increase in parcel post.
Mr. HENDERSON. That is so, Mr. Gross. It is another nail in the

coffin of parcel post. It, the increase, is largely the result of the
tremendous subsidy given Railway Express each year by parcel post
throughout these many years.

7P
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The end of parcel post as a practical and essential service to the
public would be further expedited with ICC approval of the Rail-
way Express rates proposed in ICC docket I. & S. 7304. Page 15 of
the protestant's preliminary statement shows, in tabular form, how
Railway Express would be carrying parcel post-type packages at
half present parcel post rates.
I mention once again that this would be made possible by the repeal

of section 557 just as now it would not be possible if section 557
were enforced as Congress intended.
Mr. Johnson's testimony to you on March 8, as reported in the

stenographic transcript, contains much that is contradictory and a
number of inaccuracies. It would require pages of statement to bring
all of these to your notice, and this I do not plan to do. But a few
examples may be cited as illustrations:
Mr. Johnson insisted (p. 70) "no one gives us the use of facilities

for free or at less than cost" and (p. 90) "we don't ask for any sub-
sidy, and we are not getting anything free."
Yet (p. 77) Mr. Johnson asserts, "There is no transportation costs

on our books—it's free as far as the railroads are concerned." And,
on page 53, "The remainder was not enough to cover the railroads'
cost for line-haul service for express." And, on page 78, "Our booksonly have part of the cost of doing business and we had no cost on our
books for line-haul service."
On page 70, Mr. Johnson says, "I don't see how the express com-

pany can ever be regarded as receiving a subsidy," then quickly- an-
swered that query (p. 72) by saying, "They, the railroads had been
underwriting the express company for so many years and their
deficits were so large—there just had to be an end to the railroads'
subsidy of the express business."
Mr. Johnson inferentially accuses the railroads of violating the law

when, in answer to Mr. Gross' questioning on monopoly trend (p. 75)he says, "It is unlawful to create destructive competition by pricing
the services at less than out-of-pocket costs." Yet Mr. Johnson had
already stated that the railroads were "giving" Railway Express rail
transportation at less than "out-of-pocket" costs and it is evident,
under the contract, that Railway Express will not be required to pay
the railroads' out-of-pocket costs until 1963.
Mr. Johnson repeatedly asserts in previous testimony and to you on

March 8 (p. 41) 'Repeal of section 557 will not cost the taxpayers a
dollar." Obviously, if section 557 were repealed, the $100 million a
year subsidy would be continued in higher mail pay to the railroads.
The railroads would continue their tax deductions resulting from
their losses in giving Railway Express service below cost.
When Mr. Johnson told you (p. 61) that "such intrafamily con-

tracts between the railroads and their wholly owned Railway Express
do no harm to the public interest as represented by the Post Office"
and that "it is in the public interest to permit the railroads and the
express company freedom to contract between themselves" (mean-
ing "freedom" from the explicit restraint of sec. 557), Mr. Johnson
would have you forget the damage such agreements have already done
the postal service through the billions of dollars of Government sub-
sidy paid over the years by the Government to Railway Express be-
cause of the nonenforcement of section 557. Subsidy from the public
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purse for Railway Express would continue in some other indirect
form even if section 557 were repealed.
On page 87, Mr. Johnson reverts to what appears to be a dominant,

underlying thought in this whole Railway Express drive for the repeal
of section 557—the restriction of competition through a combine in the
interests of Railway Express. Mr. Johnson again emphasizes, "There
is just too much small shipment transportation available for the de-
mand." So Mr. Johnson reaffirms what he blueprinted in his January
12 address—the desirability of egtablishing a single, small shipments
colossus, Railway Express being equipped to be such a colossus.
That line of thinking (the desirability of transport combine) is not

confined to Railway Express. The thinking seems to be shared in
some degree by railroad owners. Just 2 days ago, on March 14, the
Washington Daily News headlined a feature story "Super Rail-
road Is Seen as the Key to Industry's Ills." Mr. Barriger, president of
the Pittsburgh & Lake Erie Railroad, was reported at length as advo-
cating merging the competing railroads of the country into two com-
peting systems in each of three regions.
The large subsidy of Railway Express by its railroad owners and

the taxpayers to keep Railway Express in business these past 30 years
has reached such a total in billions of dollars as to be almost incredible.
Even envisioning that much money is difficult, accustomed though we
are to hearing about Government expenditures told in terms of billions
of dollars. Incredible, too, when one thinks of such vast sums of
money being poured down the insatiable Railway Express drain to no
constructive purpose. Some have described Railway Express as
"panhandling on the grand scale."

Whether it be panhandling or not, in asking repeal of section 557,
Railway Express, nevertheless, expects its tremendous subsidy to be
continued.
Mr. Chairman, the balance of my prepared statement is a summation

of the legislative and administrative record of section 557.
So the record may be reasonably comprehensive, I will restate some

salient historical points concerning section 557, U.S.C. 39.
The purpose of Congress in enacting section 557 was to obtain for

the public for the transportation of second-, third-, and fourth-class
mail matter the same financial treatment as that received by the express
companies from the railroads for comparable service. Long and
careful investigation led Congress to the conclusion that such mail
matter and express matter are physically identical, and that the trans-
portation problems surrounding the one are comparable to those sur-
rounding the other. This comparability was recognized by the Inter-
state Commerce Commission when it said, In re Express Rates (1913,
26 I.C.C. 132, at 139) :
* * * Express service is radically different from the services performed by the

railroads in the carriage of passengers and property, and is more precisely com-
parable with the service performed for the public by the Post Office Department.

This comparability is, of course clearly recognized by Railway Ex-
press in its constant and successful attempts to substantially curtail
the use of parcel post, for example, the Size and Weight Limitations
Act, Public Law 199.
From its beginning, railway express service has been in competition

with the non-first-class mail service. In their early days, the express
companies even held themselves out as carriers of first-class mail, but
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that attempt was stopped by court action. Congress was well aware
of this competitive situation when it enacted the Parcel Post Act of
1912.
In the light of this competitive situation

' 
Congress was of the opinion

that neither the Post Office Department nor the express companies
should have an advantage over the other with respect to transportation
costs for equivalent services by the railroads. At the same time Con-
gress recognized that it had the power to compel the railroads to carry
mail matter at a lower compensation than that paid by commercial
shippers if it decided that public policy so required (51 Congressional
Record 13403). Congress well knew that because of the intimate rela-
tionship between the railroads and the express companies, the express
companies would be adequately protected against discrimination.
This relationship was set forth by Congressman Beakes, of Michigan,
53 Congressional Record 2464, when he said:
The railroads are in partnership with the express companies so far, at least,

as their compensation for carrying express is concerned.

Congress was also fully aware that the public interest had to be
protected against undue preference to express matter at the expense
of mail matter. Congress believed it was providing such protection
against undue discrimination when it enacted section 557.

Congressional fears that the protection rendered the express com-
panies by the railroads would not be extended to the mail service
were confirmed by the Interstate Commerce Commission in Express
Contract (1920, 59 I.C.C., 518, 523, 552) , when the Commission said:
The carriers are insistent that they shall be fully compensated for the cost

of the mail service, including a 5.75 percent return upon investment. They are
not insistent, however, upon the same result in the case of the other two services
(passenger and express).
The contrast in this respect between the mail and express services is very

sharp. These two services are to a considerable extent in competition with each
other * * *. In the case of the mails, as above indicated, they have been and
are both insistent and persistent in endeavoring to obtain full compensation
based upon a cost analysis. In the case of the competitive express service there
has been no such endeavor. On the contrary, under their contract with the
American Railway Express Co. the railroads in effect assumed the financial risks
of the express business and agreed to compensation of an indefinite and uncer-
tain character for their services without undertaking to ascertain or estimate
the costs.

The unfairness of this practice was condemned by Commissioner
Eastman of the Interstate Commerce Commission in his dissenting
opinion in Railway Mail Pay (1928, 144 I.C.C. 725), when he stated,
at page 727:
It is not "fair" in my opinion for the railroads to demand full compensation

from the Government for the carriage of the mails when they make no similar
demand upon the competitive express service.

Section 557 has never been enforced. Postmasters General have, on
repeated occasions, performed their statutory duty by requesting in-
formation from the Interstate Commerce Commission, but the Com-
mission has just as consistently denied that it has any obligations or
duties to perform under this section.
In an ancillary proceeding to Railway Mail Pay, 1951 (283 I.C.C.

503), commenced in 1947, the Postmaster General filed a petition with
the Interstate Commerce Commission requesting that it furnish him
with information as to the revenues received by the railroads from
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express companies, stated in units of service common to the carriage
of express and mail matter, other than that of the first class, with
necessary adjustments to reflect the differences in services performed.
The Commission denied the petition, assigning as the reasons there-

for :
(1) That section 557 did not impose the duty on the Commission to make an

investigation and study of the operations of the railroads and the Railway Ex-

press Agency in connection with the transportation of express matter, and the

revenues received therefrom, for the purpose of formulating rates; and (2) that

since the transportation of express matter is not performed under rates or

system of rates, any investigation and determination made by the Commission

would be for a given period of time in the post and would have no prospective

effect or application (Railroad Rates on Express Matter, 1949, 274 I.C.C. 683,

687).

The Postmaster General again made request for this information
in Railway Mail Pay, 1954 (29 I.C.C. 101, 103), and in Railway Mail
Pay, 1956 (I.C.C. Docket No. 9200) .

Section 557 is not "obsolete" as both Railway Express Agency and
the Interstate Commerce Commission contend. There has been no
change in circumstances which renders the directive of Congress any
less binding on the Commission today than in 1916. On the contrary,
the constantly increasing rates of rail transportation of the mails, and
the constantly increasing rates of parcel post transportation makes
the statute more meaningful than ever.
The railroads' ownership of Railway Express Agency today is no

practical change from the situation existing when section 557 was
enacted in 1916. Control of the express business by railroad interests
through interlocking ownership was found by the Commission in its
1912 investigation of the express service. In re Express Rates (24
I.C.C. 380) on page 435 thereof, the Commission said:
The system of interlocking directors and the mutuality of stockholding inter-

ests is shown, and it may fairly be said that the study shows conclusively
that every express company herein named is closely related to, if not absolutely
dominated by, railroad interests.

With respect to the method of express transportation payment to
the railroads, the Commission said, on page 455:

Contracts between the express companies and the railroad companies covering
express privileges provide various bases of payment to the railroads for their
part of the transportation service, e.g., on a fixed daily, monthly, or per hundred-
weight or at a fixed multiple of the freight rate, and on a percentage basis,
whereby specified percentages, varying from 15 to 70 percent of the gross re-
ceipts of the express companies are paid to the railway companies.

Congressman Beakes, in discussing the payment to railroads by the
express companies, said (53 Congressional Record 2464) :
Most of the railroads divide with the express companies on a 50-50 basis.

That is, the railroads transport the express for half the gross receipts of the
express company.

These findings disprove and deny beyond doubt the statements of
the Railway Express Agency and the Interstate Commerce Commis-
sion that at the time of the enactment of section 557:
The contracts provided for the carriage of express by the railroads for speci-

fied prices.

The only difference in the situation today as compared with 1916 is
that today the railroads receive all the net income of the Railway Ex-
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press Agency. Furthermore, although there were several express com-
panies in 1916, and today there is only one (the Railway Express
Agency) , since the 1912 Express Rate case (24 I.C.C. 380) , for all
practical purposes there has been only one express company, as the
Interstate Commerce Commission found in Express Contract, 1920
(59 I.C.C. 518).
In 1916, just as today, the revenue received by railroads for trans-

porting express matter was fixed by contract between the railroads and
the express company. In 1916, express revenue received by the rail-
roads were called "express privilege payments," just as they are today.
Express revenues are treated by the railroads in the same manner

as are mail revenues. Both are reported to the Interstate Commerce
Commission as gross railroad transportation revenues and neither
represent net operating income. There was no difference in 1916, and
there is no difference today, between "express privilege payments" and
`"gross mail compensation" within the meaning of section 557. Fur-
thermore, in the main, the express companies did not pay the railroad
companies specific rates for the transportation of express matter any
more than they do today.
The Commission, in its report to Congress proposing H.R. 7055,

stated:
Even if an investigation were undertaken by the Commission to determine the

amount of express matter carried by the railroads in any given period of time
upon a space, weight, or other basis, and its relation, by unit of service or other-
wise, to the revenue received from Railway Express, the information derived
would only reflect, or be reportable as, the result of operations during a selected
prior period, and would have no prospective application or effect. The data ob-
tained, though it be related to amounts of service performed in selected units of
service, would not result in an ascertainment of rates charged by the railroads
for service on behalf of Railway Express.

When one considers the 1916 intent of Congress in enacting section
557, it is quite apparent that the Commission has overlooked or missed
the salient point of the statute with respect to ICC's obligations
thereunder.
The Commission's function under this act does not involve the mak-

ing of transportation rates. The Commission's function is purely in-
vestigatory. The Postmaster General is required to determine whether
discrimination against mail matter requires action by him. The Post-
master General's determination must be based upon information as-
certained and furnished him by the Commission. The Commission's
investigation and report is the first step which must precede the Post-
master General's exercise of his power. In the words of Congressman
Lewis (52 Congressional Record 776-777) —
The Postmaster General, under this clause, would have a right to go to the

Interstate Commerce Commission * * *

and receive the desired information.
The Commission further stated in its report to you on H.R. 7055:
Quite aside from obsoleteness, the statute is basically unsound and wholly

impracticable of operation.

A common unit charge for mail and express services was found to be
-desirable by the Interstate Commerce Commission as early as 1918,
Increase in Express Rates (51 I.C.C. 263). The objective of Con-
gress in enacting section 557 was to compare railroad earnings from
express and mail on the basis of a unit common to both mail and express
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service. This was entrusted to the Interstate Commerce Commissin
by section 557. The Commission is the only governmental agency with
the ability and personnel to ascertain such necessary information.
Despite the fact that the railroads do not charge the Railway Ex-
press Agency a fixed rate for the transportation of express matter,
revenue attributable to the different units of comparable service of
mail and express matter can be determined without difficulty or delay
by the Commission's apportionment techniques which it exercises
regularly. And, as stated by the Solicitor (now General Counsel) for
the Post Office Department in his brief in "Support of the Postmaster
General's Renewed Request for Information, pages 21-22, Railroad
Rates on Express, 1949 (274 I.C.C. 68) :
The result will be a determination of (1) the service furnished to express which

is also furnished mail; (2) the revenues received by the carriers for such service.

These two determinations, placed together, will constitute a ratio of revenue to

service, i.e., a rate for service. It will be a rate capable of application to

non-first-class mail, being in terms of a unit of service common to both.

In effect, the Interstate Commerce Commission said that the action
of Congress in enacting section 557 was one without meaning or effect,
an absurd action. This, of course, is an untenable position for the
Commission, and one contrary to the Commission's own philosophy
with respect to congressional action as expressed in Railroad Com-
mission of Nevada v. Southern Pacific Railway Company (21 I.C.C.
329, at 334) , when it said:
We are not inclined to any view which renders the act of Congress unconstitu-

tional, much less do we look with kindness upon a construction which makes
the act of Congress absurd.

Section 557 does not embody any new principles. It followed a
basic legislative tenet that the Government should not be required to
pay a higher price for similar services than does a private individual
or a commercial concern. As early as 1864, in the act of July 2, 1864,
Congress imposed the condition upon the Northern Pacific Railway Co.
that it could not charge the Government higher rates for transporta-
tion and telegraphic service than it charged individuals. Passenger,
freight, and baggage service is furnished the Government at the
ordinary commercial rates. Neither logic nor congressional policy
dictates that the Post Office Department should be charged on a basis
higher than that charged Railway Express Agency or comparable serv-
ice, particularly where non-first-class mail matter is carried on the
same trains and in the same cars as express matter.
Much has been said that the service rendered to express matter is

not comparable with the service rendered mail matter. Section 557
applies, of course, to comparable services. Certainly, it cannot be
contended that there are no services performed for express matter
which are not performed for mail matter. Leaving aside all other
service rendered, the major and controlling factor in this situation is
transportation, and that factor is comparable.
The ultimate result that Congress intended section 557 to accom-

plish was, of course, the elimination of all subsidy in connection with
the railroad transportation of non-first-class mail matter.
Mr. Chairman and members of the committee, repeal of section 557,

United Sates Code, title 39 as proposed in H.R. 1986 would be mani-
festly contrary to the public interest.
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On behalf of the users of the U.S. mails, and particularly those who
depend on parcel post, we request you disapprove the proposal con-
tained in H.R. 1986.
Thank you for your consideration.
Mr. DULSKL Are there any questions of Mr. Henderson?
Congressman HENDERSON. I don't believe so, Mr. Chairman.
Mr. GROSS. Going back to your statement, you say ICC passes upon

rates of the express company?
Mr. HENDERSON. Yes, sir.
Mr. GROSS. Approves or rejects its rates. How do they know what

they are doing with respect to rates, if it is impossible to regulate
under section 557?
Mr. HENDERSON. As I understand it, Mr. Gross, ICC takes all the

applicant's costs rates, and then sets up a formula whereby the rates
it will permit the applicant-carrier to charge the public are at least
compensatory. But, in the case of Railway Express, the costs are
artificially low as a result Railway Express is not paying for line-
haul transport and other facilities, on the same basis as other customers
of the railroads.
Mr. GROSS. I was just wondering how they can regulate any rates

of the express company under the circumstances.
Mr. HENDERSON. I share your wonder, sir. The Post Office Depart-

ment pays fully compensatory rates to the railroads for hauling mail.
And the ICC tells the Department how much it will permit the Depart-
ment to charge the public for handling fourth-class matter, particu-
larly parcel post.
Mr. GROSS. I got quite a lesson a few years ago in the difference in

rates. I didn't know until then that there was such a difference.
I shipped a movie camera to Davenport, Iowa, from Washington,

D.C., for an overhaul. I shipped it out there by parcel post. It was
insured, and it arrived safely. I didn't tell them how to return it,
but they returned it via Railway Express, and I was absolutely shocked
at the difference in the rate, the tremendous increase in the rate of
that camera coming back to me via express. That is where I got my
eyes opened as to what was going on.
I just don't understand it, in view of the fact that parcel post is

supposed to be operating on a pay-as-you-go basis.
Mr. HENDERSON. An interesting sidelight, too is that parcel post

has been subsidizing Railway Express for a quarter century or more.
It paid Railway Express, via the railroads, $750 million in just $
recent years, as noted in my testimony.
Mr. GROSS. I think you made that clear in your statement. I want

some tin'ie to digest it. That is all, Mr. Chairman.
Mr. WALLHAUSER. I agree with Mr. Gross that I need time to digest

this statement.
Just one or two questions occur to me. Is it impractical or impos-

sible for parcel post to use other means of carriers than the railroads?
Mr. HENDERSON. Trucks do carry parcel post, Mr. Wallhauser.
Mr. WALLHAUSER. They do to some small extent.
Mr. HENDERSON. Trucks are used to a minor extent, but I might

point out that the laws, the basic laws governing the carriage of mail,
are weighted heavily in favor of railroad carriage.

.1111=MI,
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As the Department will tell you, mail is going more to trucks, but
that is mainly because of the unavailability of rail transport. But,
as I said, current laws strongly favor the railroads carrying the mails.
Mr. WALLHAUSER. But the railroads are taking off trains regularly,

most of them.
Mr. HENDERSON. Yes, sir.
Mr. WALLHAUSER. The service must be getting less efficient than it

formerly was and as you point out, the Post Office Department does
make large shipments of mail by truck.
I wonder just why the Post Office Department cannot ship more

than 10 or 15 percent of parcel post by truck or some other means.
Mr. HENDERSON. There are restrictions in current law. I know con-

siderable thought has been given to correcting those transport inequi-
ties. I don't know how far it has gone. The Post Office Department
and possibly representatives of the trucking industry could give you
more information.
Mr. WALLHAUSER. Yes. One other question. If a letter is mailed

with an airmail stamp on it, it goes by airmail. However, the airlines
do carry regular mail on a space-available basis.
In your statement you say that the Government should not be re-

quired to pay more to the railroads for the transport of non-first-class
mail than the railroads receive for transporting express matter, receiv-
ing comparable service. Does not the mail receive preferential treat-
ment?
Mr. HENDERSON. On second-, third-, and fourth-class mail, the serv-

ice is almost identical to that given express. I notice it has been said
in earlier testimony that if a train was ready to go and all the express
wasn't off it or on it, the train left anyway. That may or may not be
true. But I don't believe there is any difference of much consequence
in the manner in which the two types of traffic are handled. Here I am
speaking, Mr. Wallhauser, of line-haul; that is, the hauling of cars of
mail and express from point A to point B. I am not particularly
referring to the terminal operations. But when you compare mail and
express on a line-haul basis, they receive identical treatment.
Mr. GROSS. Will the gentleman yield?
Mr. WALLHAUSER. Yes.
Mr. GROSS. Very briefly, what do you mean by line-haul?
Mr. HENDERSON. The shipment is put on a train at point of origin

and line-haul starts at that point. Assume the shipment is from New
York to Chicago. The service given in hauling that shipment, car
or train from New York to Chicago is the line-haul. Complemen-
tary is the terminal service, the loading, unloading, storage, switching,
and so forth. We are speaking of carrying the shipment from point to
point. That is line-haul. Whether by air or truck or rail, the same
term applies.
Mr. GROSS. Regardless of distance?
Mr. HENDERSON. Yes. It is the point-to-point haul.
Mr. WALLHAUSER. I may have missed the point, but I wonder who

can enforce section 557? The Department of Justice or who is the
moving party?
Mr. HENDERSON. The Department of Justice is the legal arm of the

Government and enforcement might well be its responsibility.
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Mr. WALLHAUSER. Do you have any knowledge as to why it has
not been enforced?
Mr. HENDERSON. No more so, sir, than stated in my testimony.
Mr. WALLHAUSER. Or why it has not been attempted to be enforcedby the Department of Justice?
Mr. HENDERSON. I have no knowledge of that, but I should think

the complaint of no enforcement could logically come from the Post
Office Department to the Department of Justice, because of their being
discriminated against, through the nonenforcement of this law. I am
a lawyer, I am stating it as something I understand is the process.
Mr. VALLHAUSER. Mr. Chairman, I think we need a little assistance

from the Department of Justice in this matter.
Mr. DULSKI. Off the record.
(Discussion off the record.)
Mr. DULSKI. On the record. I have two short questions, Mr. Hen-

derson.
First of all, your statement has been very informative. You keep

on speaking of subsidy. Now the railroad has their own tangible
assets, they have the terminals and all that. In the accounting that
they have here, they have their assets, where they show the operation
costs so much and so on. Now the Post Office, the parcel _post service
doesn't show that. That is part of the whole picture there. That
is what I heard from Mr. Day yesterday in his testimony. The whole
operation is in one and it is not divided as to how much to first-class
mail and so forth, everything is made as one.
Now how can you 'determine the figure of how much it costs for

the Railway Express to operate?
Mr. HENDERSON. As to the Post Office Department, Mr. Dulski, I

think I am correct in saying that the costs of the Post Office Depart-
ment's operations are definitely allocated in every item to parcel post,
third class second class, first class, whatever it may be. That is a
very definite allocation in making up the cost ascertainment report,
published annually.
Mr. DULSKI. It doesn't show any of the tangible assets. It shows

distribution of labor and all the additions, but it doesn't show any
capital investment.
Mr. HENDERSON. No. Now the question, as I understand it, Mr.

Dulski
' 

is how can Railway Express-
Mr. Duri,sKi. They already know what their assets are. And I

imagine in their distribution of costs they have the capital investment
as a part of their operating expense. Now the Post Office doesn't.
Mr. HENDERSON. On the Railway Express system of accounting,

which I might state at this point has not been changed by ICC since
1914, it is impossible for anybody not on the inside to know what it
does cover.
For example for many years and presumably still continuing, many

thousands of Offices were furnished free of charge by the railroads
to Railway Express, and also the labor in those offices. For example:
the local agent who worked on commission, taking in and giving out
packages. Whether that obtains today I can't say with assurance,
but I know it has obtained in the past generally. There are many
facilities the railroads give Railway Express free or at nominal cost.
For example, a case I heard of the other day. A lot, a city block
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square, in downtown New York, is used as a Railway Express truck

terminal. The ground is owned by New York Central Railroad.

Railway Express pays New York Central—and this is the figure quoted

to me—some $90,000 a year for the rental of this city block of space in
downtown New York. Yet on the open market, rental of that space—
who can say what it would command. It would seem a reasonable

open market rental could well be several hundred thousand dollars.
So it goes through the whole Railway Express/railroad relationship.

A multitude of additional relatively minor subsidies which do not

appear on the balance sheet. I did not mention such hidden sub-
sidies in my statement. I only spoke of those clearly visible. It was
the sum total of all these subsidies to Railway Express, the hidden and
the visible in addition to other things, that caused certain railroads,
like New -iork Central, to call a halt to try to get out of the Railway
Express picture; they just couldn't stand the gaff any longer. If
that was true of New York Central, think of the many smaller rail-
roads that were and are taking an even worse financial beating because
•of Railway Express.
Mr. DULSKI. As Mr. Gross stated, if you mail, regardless of how

the mail goes out, whether by rail or parcel post, somebody has to
foot that bill. If they pay for the camera through parcel post, and
Railway Express, they are limited the same as anybody else on their
profits. Who picks up the rest of the tab for parcel post?
Mr. HENDERSON. The mailer does. Here is what happens. Parcel

post is required by law to pay its way. Every time expenditures or
expenses exceed revenues by 4 percent, by law rates must be increased
to bring the two into approximate balance. Consequently, those costs
go, in the form of higher rates, right back to the parcel post user—you,
me, the housewife, and the small businessman—Mr. Dulski, whoever
mails a package.
That doesn't hold true for first-, second- and third-class mail. Con-

gress sets the rates for those classes of mail. Fourth-class mail (parcel
post) rates are established by the Postmaster General and the ICC.
Have I even partially answered your question?
Mr. DITLSKI. Very partially. That is the only reason we wanted

the balance sheet, so we can find out the actual costs and distribution.
Nobody has the figures yet.
Mr. Henderson?
Congressman HENDERSON. On page 14, I notice in your prepared

statement, and in your answer to the chairman, you made the state-
ment that parcel post would have to be priced so far beyond the
economic reach of the ordinary citizen and would practically dis-
appear from our national life, and would be heavily subsidized instead
of paying its way—and I emphasize this—"as law now requires."

Is it your position that parcel post is now and does always pay its
way?
Mr. HENDERSON. At the present moment, it is not, as probably Mr.

Day told you yesterday, because, on the basis of fiscal 1960 cost ascer-
tainment report, apparently parcel post is a hundred million dollars
in the red for the period.
Congressman HENDERSON. Mr. Chaiman, the suggestion was made

that the Department of Justice testify on the enforcement of 557. I
am not sure the committee would decide to bring them here, but if
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they did, I think the question should be asked about their enforce-
ment of the law requiring parcel post to carry its full share of the
costs.
Mr. DutsKt. Any further questions?
Mr. WALLHAUSER. I have one more question. In your allocation

of costs in the parcel-post department, are you charged with a portion.
of the rent in every post office for instance?
Mr. HENDERSON. I believe so.
Mr. WALLHAUSER. Everything is allocated out?
Mr. HENDERSON. Yes.
Mr. WALLHAUSER. That is all, Mr. Chairman.
Mr. Dutsii.t. Mr. Barry?
Mr. BARRY. On page 5, the third paragraph, you use a comparison

of 0.0232 cent a cubic-foot mile as expressed by the Railway Express
themselves, at least so far as their chief accountant is concerned. Is
this possibly a comparable figure, so far as their accountant is con-
cerned, to the figure which you also used in the following paragraph,
0.0484 cent per mile?
Mr. HENDERSON. I should think it would be, Mr. Barry, but 
Mr. BARRY. Excuse me. We can't speculate on a thing of that kind.

It either is or is not.
Mr. HENDERSON. What I was going to say, Mr. Barry, is that ac-

countants, like lawyers, are sometimes subject to disagreement. Here
you have two accountants, working independently. Their methods
and their thinking may have been identical, or may not have been. As-
suming both are competent and objective, all we can go on is the
evidence these two men produced. One, working on railway express
costs, says Railway Express pays 0.0232 cents. The other, working on
post office costs, says the Department pays 0.0184 cents. Both were
costing the same item for their respective principals.
Mr. BARRY. I think it would be of interest, Mr. Chairman, if we

could have the two accountants who prepared these two figures appear
before this committee, because to me the most important telling feature
in the entire report is page 5. I haven't heard the entire report, and
I intend to read what I did not hear when I was out of the room. But
there is a fact put before us and it is either right or it is not. If it is
right, then it is controlling so far as I am concerned; if it is wrong,
then it does not control. I would like to know whether it is right or
wrong.
That is all, Mr. Chairman.
Mr. DULSKI. Any further questions?
(No response.)
Mr. DULSKI. Thank you very much, Mr. Henderson.
( The documents referred to in Mr. Henderson's testimony follow:)

APPENDIX A

SUBJECT—THE $100-MILLION-A-YEAR OVERPAYMENT TO THE RAILROADS, BY THE
POST OFFICE DEPARTMENT

[From the Congressional Record, May 13, 1957]
TREASURY AND POST OkkiCE DEPARTMENTS APPROPRIATIONS, 1958

The Senate resumed the consideration of the bill (H.R. 4897) making appro-
priations for the Treasury and Post Office Departments and the Tax Court of the
United States for the fiscal year ending June 30, 1958, and for other purposes.
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Mr. DOUGLAS. Mr. President, I wish to discuss the Treasury and Post Office
appropriation bill, which is now under consideration.
Mr. President, the amendment which I propose, is, as I have said, to reduce

the Post Office appropriation for the transportation of mails by $100 million. I
am offering this amendment because such savings can easily be made, and they
are not now made because of the failure of the Post Office Department and the
Interstate Commerce Commission to carry out the clear intent of the law as
provided in title 39, United States Code, section 557. That section provides:
"The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad com-
panies from express companies for services rendered in the transportation of
express matter, and may"—Now, note these words—"may, in his discretion,
arrange for the transportation of mail matter other than of the first class at rates
not exceeding those so ascertained and reported to him, and it shall be the duty
of the railroad companies to carry such mail matter at such rates fixed by the
Postmaster General."
Mr. President, this clear and unquestioned provision of law has.remained un-

enforced. There is an abundance of evidence that if it were enforced, it would
result in a saving of at least $100 million a year in transportation costs. In fact,
that is a reasonable estimate of the amount of money which the Federal Govern-
ment pays to the railroads for parcel post in excess of the amount of revenues the
railroads charge themselves for the exactly comparable service of the Railway
Express Agency.
I shall cite a few supporting sources of this estimate of $100 million in a few

moments, although that figure and the failure to apply the law are not in
contention.
The effect of this, Mr. President, is a direct, although hidden, subsidy to the

railroads, which was not only not intended, but in fact expressly forbidden by
law. There is no justification for this unwarranted subsidy, and Mr. Summer-
field and the Post Office Department, if my amendment is passed, would be
required to act to stop it in fiscal 1958. In view of Mr. Summerfield's numerous
complaints about the lack of money, his failure to act in this field at this time
makes his protestations of lack of funds appear feeble indeed.
Mr. President, although this failure to enforce the law, as well as the amount

of subsidy involved, are not in contention, I nonetheless wish to present some
facts about these two aspects before getting to the heart of the argument.

First of all, Mr. President, the law has never been repealed and is still on the
books. It is still a basic part of the Railway Mail Pay Act of 1916, and to my
knowledge no one denies that. The basic principle involved is that the Govern-
ment should not be required to pay more for a particular kind or class of service
than was charged to a private firm or individual for the same or comparable
class of service.
Second, Mr. President, the Post Office Department itself does not deny that

it is paying more to the railroads for parcel post than the railroads charge them-
selves for comparable service of the Railway Express. This is not denied to my
knowledge, and is emphasized by the fact that in an ancillary proceeding to the
Railway Mail Pay, 1951, page 283, ICC 503, which began in 1947, the Postmaster
General requested the information from the ICC, which section 557 imposes a
duty on the ICC to furnish.
Now, Mr. President, a bit of historical comment is needed here. This action

was instituted in 1949 when Robert Hannegan was Postmaster General. Mr.
Hannegan has been attacked on many grounds, and I am not here to defend
every act of his during his life. I do wish to say in this instance Mr. Hannegan
was extremely brave in pushing the case before the Interstate Commerce Com-
mission. A great deal of credit is due to him, and also to the Solicitor of the
Post Office Department at that time and for some years thereafter, Mr. Frank
J. Delany, who devoted himself with great efficiency, energy, and courage—
and it required courage—to pushing this case.
The Postmaster General requested this information from the ICC, which

section 557 imposes on the ICC a duty to furnish. Failing to get it, the Post-
master General requested the information again in October 1948. At that time
I believe Mr. Hannegan was still Postmaster General.
The present Postmaster General requested the information again in 1954;

and again in the Railway Mail case, 1956. ICC docket 9200, which is still pend-
ing before the Commission.
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Thus there is no question that the Postmaster General believes he is entitled
to the information which the ICC is required to furnish under section 557, 39th
United States Code. Thus the Post Office Department itself, by its many actions,
sustains the view that this section is now being enforced.
Third, the amount involved is estimated to be at least $100 million a year. On

page 36 of the "Report of the Citizens' Advisory Council of the Committee on
Post Office and Civil Service," which our very esteemed colleague, the Senator
from South Carolina [Mr. Johnston] set up as chairman of the Senate Committee
on Post Office and Civil Service, the Council estimates the "subsidy" at $100
million a year.
In a statement by Roy C. Frank, former Associate Solicitor of the Post Office

Department, before the Postal Policy Subcommittee of the Senate Committee on
Post Office and Civil Service, a figure of $100 million was submitted as the esti-
mate of the subsidy because of the failure to enforce section 557.
Further proof is given in the original transcript of the proceedings before the

Senate Committee on Post Office and Civil Service, by the testimony of the
Deputy Postmaster General of the United States, Maurice H. Stans, which ap-
pears on pages 60 and 61 of the transcript, which I hold in my hand and from
which I now read. Mr. Stans was being questioned by Mr. Brawley, the very
efficient executive director of the committee over which the Senator from South
Carolina so ably presides. Mr. Brawley asked:
"Do you believe after working at this thing for 4 years that there is any

substance of facts in this statement that they"—and "they" means the railways—
"probably are overcharging the Post Office Department if you compare it to the
charges they make to the railway express agencies?
"Mr. STANS. I would like to answer in this way, that they are obviously getting

more from us for carrying the mails."
I may point out here that this shows that section 557 is not being enforced, for

under section 557 the Postmaster General is to arrange for the carrying of parcel
post "at rates not exceeding those" charged to the express companies.
The questioning continued. I ask Senators to listen to this colloquy:
"Mr. BRAWLEY. If the Interstate Commerce Commission would grant petition

how much do you think it would save the Post Office Department currently?
"Mr. STANS. It would be considerable. I would have to make some computa-

tions, but it would be a very considerable amount of money.
"Mr. BR.A.WLEY. Apparently close to the hundred million?
"Mr. STANS. I would not be surprised (p. 61 ) ."
Thus, Mr. President, there is no doubt that section 557 remains unenforced.

This is proven by the numerous requests of the Post Office Department to the
ICC for the information by which section 557 could be enforced, as well as the
testimony of those who are close to this matter.

Further, there is little question that the amount is in the neighborhood of $100
million, that according to the Citizen's Advisory Committee the Post Office pays
the railroads approximately 60 percent more for this service than the railroads
charge to comparable customers—in violation of law—and that this is a pure
subsidy to the railroads which is unreasonable and unconscionable, and expressly
forbidden by law.

Finally, the Post Office Department's Cost Ascertainment Report of 1955—
page 97, table 70, account 321—shows that the Post Office Department paid the
railroads $242,083,899 in that fiscal year for carrying non-first-class mail. It
appears that in that year, without making adjustments for slight differences in
service, the Post Office Department overpaid the railroads by some $121,041,950.
If adjustments are made for variation in service, and so forth, it would appear
from the facts that the estimate of $100 million made by the Citizen's Advisory
Council and substantially concurred in by the Deputy Postmaster General, is as
reasonably accurate and correct as can be estimated without specific figures
from the ICC.

Thus, Mr. President, there is no question that section 557 is not being carried
out and that the cost to the Government in terms of a subsidy to the railroads—
a subsidy not provided by law and apparently expressly forbidden by law—is
approximately $100 million per year.
Now, Mr. President, no one, I believe, will deny the facts which I have pre-

sented thus far. I now wish to deal with two questions: First, why has section
557 not been enforced, and second, what can be done to see that it is enforced?

Basically, there are two reasons why section 557 has not been enforced. The
first is the absolute unwillingness of the ICC to furnish the required information
under section 557. Further, their refusal appears to be based on the flimsiest
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of reasoning and is unwarranted in the light of section 557's clear language.
Perhaps behind this basic reason is the fact, as we all know only too well that
the commissions which we have set up from time to time to regulate a particu-
lar industry have come more and more to disregard the public interest and to
actively and aggressively represent the very interests of those they were designed
to regulate. This has been done in particular by packing the regulatory
commissions with individuals from the industries they are supposed to regulate.
It has also been done by a variety of other means, some of which are ,unethical
and others of which come very close to, if they do not violate, the law. Among
these are private representations to the members of the commissions by groups
with cases before them; social activities by the industries for and on behalf
of commission members, and the temptation to highly placed or key employees
of the commissions of lucrative positions with the regulated industries. Mr.
President, I merely state this for the record. I know of numerous instances
in which such events have occurred, but as my main objective today is to argue
the facts, I shall not dwell on these related matters.

Nonetheless, the first reason why section 557 has not been enforced is the
abject refusal of the ICC to provide information. When compared with the
statute, their reasoning is as flimsy as any could possibly be and, in my opinion,
could not stand the test of judicial review.
Let me be specific.
The basic refusal of the ICC to give the Postmaster General the information

required by title 39, United States Code, section 557, was given in Railroad
Rates on Express Mater, 1949 (274 I.C.C. 683, 687). This was a ruling which
grew out of the 1947 petition of the Postmaster General and which was finally
completed in 1951. In that petition the Postmaster General requested the
ICC to furnish information as to the revenues received by the railroads from
the express companies. This was to be stated in units of service common to
the carriage of express and mail matter—excluding first class—and the infor-
mation was to be given with adjustments to reflect the differences in services
which were performed.
The ICC denied this request. It wrongfully and mistakenly claimed that

section 557 did not impose any duty on the Commission to make an investigation
and study of the operation of the railroads and the Railway Express Agency
in connection with the transportation of express matters, and the revenues
received therefrom, for the purpose of formulating rates, when the law, which
I have read, specifically so provides. The Commission claimed, secondly, that
since express matter is not performed under rates or a system of rates, any
investigation of and determination made by the Commission would be for a
given period of time in the past and would have no prospective effect or
application.
Mr. President, how absurd can one get? What the Commission said was that

since the railroads get their express revenues from the Railway Express Agency
under operating agreements based on the variable net earnings of the express
agency, rather than on a formal system of rates, the ICC will not provide
information as to the revenue received by railroad companies for services
rendered in the transportation of express matter—section 557.
In other words, the law prescribes that the ICC furnish information as to the

revenues received so that the Postmaster General can arrange for the trans-
portation of parcel post "at rates not exceeding those so ascertained and reported
to him."
The ICC, in denying the information, says:
First. The law does not impose any duty on us to make a study and investi-

gation.
Second. They then beg the point by stating that it does not impose the duty

in connection with the transportation of express matter, and the revenues re-
ceived therefrom, for the purpose of formulating rates; and
Third. They say that because the railroads do not perform their service for

Railway Express by a system of rates, but rather by a system under which the
railroads receive their revenues under operating agreements based on "variable
net earnings," the ICC will not provide the revenue information or the com-
parable rates.
That, Mr. President, is a clear refusal of the ICC to grant information and it

gives the law a meaning it does not have on any clear reading of it. On the face
of it it is absurd. At best it shows an inability of the Commission to read; at
worst it shows the Commission as a willing servant of the railroad industry.
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In fact, under this interpretation, if the railroads had been receiving revenues
from the Railway Express under a rate structure all they would have needed ta
do to avoid the clear provisions of section 557 and to gain a substantial sub-
sidy would have been to shift from a rate structure to a charge based on Railway
Express net earnings.
I wish to repeat, Mr. President, that the refusal of the Commission would not

stand the test in a court of law.
Now let me turn to the second reason why section 557 has not been enforced.

This flows from the fact that the Post Office Department, in the face of the
absurd ruling of the ICC, has been willing to roll over and play dead. The Post-
master General has merely accepted this ruling. He has done nothing to test its
legality. He has accepted it and has used it as an excuse to perpetuate this
unwaranted and unconscionable subsidy to the railroads in violation of the law.
In testifying before the Senate committee on March 21, Mr. Stans of the

Post Office Department, criticized the contention of the Citizens' Advisory
Committee that $100 million in subsidies was being paid the railroads because
section 557 was not being enforced on the following grounds; and I quote Mr.
Stans' brief:
"Here the council, apparently confused regarding the contractual agreement

between the railroads and the Railway Express Agency, believes that the De-
partment is subsidizing the railroads by $100 million by paying rates that are
double those paid by that agency. The council intimates that it is the De-
partment's fault that United States Code title 39, section 557, passed in 1916, has
never been enforced."
Mr. Stans then continues by citing the various petitions of the Postmaster

General to the ICC and the ICC rulings, and concludes:
"Under the law the ICC prescribes the rates of compensation to be paid the

railroads. It has ruled twice that the contention adopted by the council on
page 36 is not valid."
Mr. President, there is proof again that the Post Office Department merely

rolls over and plays dead in light of the ICC ruling. Of course, it is the De-
partment's fault as well as the fault of the ICC for the Department has failed
to take legal action.
Of course, the ICC prescribes rates to be paid the railroads. What is wanted

in this instance are the revenues which the railroads receive from the Railway
Express Agency and the comparable equivalent rates which the ICC and the
ICC alone is able to determine.
Here is another example of how the Post Office passes the buck to the ICC.

There is no question that the ICC has refused to provide information which, by
law, it is required to give. There is no question, further, that, notwithstanding
its reasons, the ICC is quite capable of determining the revenues the railroads
receive and what the equivalent rates would be for parcel post. As Mr. Frank,
the former Associate Solicitor of the Post Office Department, pointed out:
"Despite the fact that the railroads do not charge the Railway Express Agency

a fixed rate for the transportation of express matter, revenues attributable to
the different units of comparable service of mail and express matter can be de-
termined by the Commission's apportionment technique which it exercises
regularly."
The method by which this can be done was stated very simply in the brief in

support of the 1949 petition by the Solicitor of the Post Office Department. This
is what it said—Rairoad Rates on Express, 1949 (274 ICC 68, pp. 21-22) :
"The result will be a determination of (1) the service furnished to express

which is also furnished mail."
That, Mr. President, should be quite simple for the ICC, with its staff and

experience, to do, and—
"(2) The revenues received by the carriers for such service."
That, Mr. President, is equally simple and some, if not all, of that informa-

tion is available in published sources. The statement continues:
"These two determinations, placed together, will constitute a ratio of revenue

to service, i.e., a rate for service. It will be a rate capable of application to non-
first-class mail, being in terms of a unit of service common to both."
Mr. President, the more I look at the ICC refusal to give the information

which the Department has requested, and which section 557 imposes on the
ICC, a duty to give, the more I believe the ICC is saying something like this:

"Sir, the information you request would require two simple calculations. We
66938-61 ,6
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have not made those calculations. Therefore, we will not give you the
information."
Of course, the ICC has to do some work to establish a comparable rate. They

do this day in and day out. How else do they establish initial rates except to
take the kind of service which is performed and fix a rate based on that service?
But what seems even more absurd than the ICC refusal is the willingness

of the Post Office Department to accept this refusal and their rulings without
a fight. I believe they are remiss in that and I shall now propose what can
be done and what should have been done several years ago.
The Post Office Department should renew its petition immediately. As there

is a rate case pending and as the information was requested there, it may be
that the request does not have to be renewed-1956, ICC docket No. 9200, Railway
Mail Pay.
But if it does have to be renewed, the Post Office could act within a matter

of hours. Their previous briefs have been adequate and have stated the case.
They must do so again, and it could be done quickly—this week if they really
wish to do so.
Then, Mr. President, as we all know the Supreme Court has decided that

rulings and decisions on petitions before the ICC are retroactive to the date of
their filing. Thus, if successful, the savings of $100 million could be made
retroactive to the 1956 filing or the filing which could occur in a few days.
In the meantime, Mr. President, the Postmaster General should withhold

from the railroads the $100 million subsidy which his own deputy agrees is
paid to the railroads. That would give a basis for a test in the Court of Claims.
The Post Office Department has had, in the past, exactly the same problem

with the CAB over airline mail subsidies as it is now having with the ICC over
railroad subsidies. The Post Office, failing to breach the industry-dominated
CAB, has gone to court. They have claimed savings of literally millions of
dollars by court action. From time to time they take credit for the airmail
savings brought about by court action. Yet, Mr. President, when faced with
an absurd ruling of the ICC, instead of going to court, as they should have
gone years ago, and as in all probability they would have done had Bob Hanne-
gan remained as Postmaster General, or instead of seeking the active aid of
the Comptroller General, they throw up their hands and say nothing can be done.
The ICC and the Postmaster General have both said, in effect, that title 39,

United States Code, section 557, is without meaning or effect. Now, who is
the ICC to say that? Are they a court of law? Are they not required to carry
out the statutes as passed by the Congress?
And who is the Postmaster General or his deputy to say that when the clear

meaning of the law is not enforced by an independent agency, that the Post
Office is required to sit back, roll over, play dead, and just take it?
Mr. President, I believe we should pass my amendment to cut out this subsidy

for a variety of reasons.
In the first place, it would bring action by the Post Office in the courts, action

which is far too long overdue. This would be done by withholding the $100
million subsidy from the railroads.
Second. It would show both of these agencies that laws of the Congress

are meant to be enforced and carried out. And since there is no question either
about the intent or the meaning of the law, this should not take long to bring
about.
Third. As we have seen on numerous other occasions, some quasi-judicial,

administrative, or independent agency, such as the CAB, has overpaid carriers
in violation of the law. When this has happened, millions have been recaptured
in the public interest by court cases.
Fourth. The present situation gives a windfall profit, expressly forbidden

by law, to the railroads. This is against the public interest, in violation of the
law, and is special-interest administration at its very worst.

Fifth. The $100 million which my amendment would cut out is not needed
now and if, by some stretch of the imagination or because the Post Office failed
to prepare its case adequately in the courts, a test case were lost, the Congress
could then make up these sums, if necessary, at a later date.
Mr. President, when one views these outright abuses of the law on the part

of independent agencies and departments of the Government, one is often moved
to cynicism. This is a test of whether power and wealth are going to remain
in the saddle, or whether Government activity is to be carried on in the interest
of the public at large who now pay these absurd and illegal overcharges through
excessive mail rates or through taxes.
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Mr. ROBERTSON. Mr. President, the amendment offered by the Senator from
Illinois [Mr. Douglas], although technically different from the previous amend-
ment, is actually the same. The amendment would cut $100 million from the
overall amount for transportation. What is transportation? That is what
we pay the railroads, the airlines, the trucks, and the rural carriers, It is
assumed by the distinguished Senator from Illinois that we can make the rail-
roads carry their part of the burden for $100 million less. Suppose they refuse
to do it? I hope the Senator from Illinois will be fair enough to pull down
all the rural routes in Illinois before he pulls them down in Virginia.
What are the facts? We are giving the Post Office Department for this trans-

portation item $2 million less than it is actually spending this year. We are
giving them $9,737,000, which is less than they said would be necessary, and
irrespective of the latest testimony that, instead of there being a 1%-percent
increase in volume, there will be an increase of between 4 and 5 percent.
The greater the volume, the heavier the weight, and the more the railroads

and the airlines and the other carriers will charge.
The Senator has a fine theory that someone can tell the ICC, "Quit being

the tool of the railroads. We don't like it." That is a fine theory to be able
to say to the ICC, "Come on, now; give us an enforcement of this section, and
we will save $100 million that the railroads are overcharging us."
What are the facts? The facts, testified to by the Department, are that pend-

ing right now are applications from the eastern and southern railroads for
_a rate increase of approximately 63 percent. It would amount to $103 million
more than is being paid now. That fact is not taken into consideration at all
in any of the figures contained in the bill. We are giving the Department
:for this item, which it may not be able to control at all, $2 million less than it
is spending this year.
We are giving the Department $9,737,000, without considering any further

increase in volume. Yet the amendment proposes to say, "Let's cut them
$100 million."
In order to save the rural routes in Illinois and in Virginia, I ask that the

.amendment be defeated.
The PRESIDING OFFICER (Mr. Yarborough in the chair). The question is on

agreeing to the amendment offered by the Senator from Illinois [Mr. Douglas].
Mr. O'MAHONEY. Mr. President, before the amendment is acted upon, I wish

to ask the chairman of the subcommittee a question, which may have nothing
to do with the pending amendment. I do not believe it has anything to do with
it, but I wish to get this question into the Record.
I have been watching some of the activities of the Post Office Department

and I am not at all adverse to the request of the Postmaster General that there
should be an increase in post rates. I know that some reforms which are
needed are not being carried out.
However, I became aware that the Post Office Department has undertaken

the policy of transshipping by air 3-cent mail in large quantities. In other
words, mail for the transportation of which the letter writer has paid 3 cents
was placed upon airplanes and carried by the airplanes, thus giving it a prefer-
ence over the mail for which the writers had purchased 6-cent stamps. This
amounted to a preference right for the airplanes over the railroads for the
transportation of this type of mail, and a defeat of the promise which the
6-cent airmail stamp makes to the person who buys it for the purpose of securing
more rapid transportation.
I notice on page 55 of the House hearings on the Treasury-Post Office De-

partment appropriation bill for 1958 that Mr. Gary, the chairman, when Mr.
Stans was testifying, asked this question:
"What is the current status of the carrying of 3-cent mail by air?
"Mr. STANS. Mr. Siedle?"
Apparently Mr. Siedle is one of the Post Office employes.
Mr. ROBERTSON. He is the transportation man.
Mr. O'MATIONEY (reading) :
"It is the same, Mr. Chairman, as it was last year. We have not extended

the operation. We continue to just about break even on it from a cost stand-
point, when compared with the previous method of moving it by surface trans-
portation."
That is all I find on this subject in the hearings in the House. I do not know

whether anything was developed in the Senate hearings or not.
Mr. ROBERTSON. Nothing was brought out on that subject in the Senate hear-

ings. We understood that such movement was an experiment and was in



80 INFORMATION TO THE POSTMASTER GENERAL BY ICC

connection with a recommendation of the Post Office Department that the first-
class mail rate be set at 5 cents, and that such mail then would be carried
either by plane or by train, whichever was quicker.
But the Department abandoned the proposal for 5 cents and went back to

4 cents for first-class mail, and proposed to set the airmail rate at 7 cents.
This was to be a limited experiment, to determine whether it would be very

much more expensive, and to ascertain whether or not a great volume of mail
would be carried at 5 cents.
In Great Britain and in Canada such mail is carried for 5 cents, and it is

sent by the quickest means of transportation.
Mr. O'MAHONEY. Does the Senator from Virginia know what charge is made

by the airlines for transporting 3-cent mail by plane?
Mr. ROBERTSON. As I recall, that figure is not broken down. The Government

subsidizes the airlines. The chairman of the subcommittee, in his statement
today, which was placed in the Record, included one of the things which he
asked the Department to look into, namely, the charge which was made by the
Committee on Post Office and Civil Service that the Post Office hires mail cars,,
dispatches them only half full, or a third full, or sometimes not filled at all,
but pays the full rate on them, and in that way pays the railroads far more-
than the railroads are entitled to receive. We want the Post Office Department
to investigate that matter. We cannot guess at what is happening. We cannot
simply cut the budget by $100 million and say, "You are getting $100 million_
too much."
Mr. O'MAHONEY. The question I should like to have the Department answer -

is how much the Department is paying the airlines, in subsidies or otherwise,
for the transportation of 3-cent mail by airplane, while on the same plane
there are being transported hundreds of pounds of mail bearing the 6-cent
airmail stamps, as against the ordinary 3-cent first-class postage stamps.
Mr. ROBERTSON. The first time I met my distinguished colleague he was an.

Assistant Postmaster General, and was doing a good job.
Mr. O'MAHONEY. The Senator from Virginia is very kind.
Mr. ROBERTSON. Someone said to me the other day, "I cannot recall when we
as good a Postmaster General as Jim Farley." The Senator from Wyoming-

worked with Mr. Farley, I believe.
Mr. O'MAHONEY. I did.
Mr. ROBERTSON. Mr. Farley had excellent morale in his Department, but he-

did not have some of the present-day problems. The pay of postal employees -
has increased, and the volume of mail has increased. Many other things have
occurred.

If the distinguished Senator from Wyoming will submit his request in the-
form of a letter, the -chairman of the subcommittee will do all he can to get the
information and will place it in the Record.
Mr. O'MAHONEY. I shall be glad to comply with the Senator's request, and

I hope we shall get an answer from the Department.
Mr. ROBERTSON. I hope so, too, but I cannot guarantee that we will.
The PRESIDING OFFICER. The question is on agreeing to the amendment of -

the Senator from Illinois [Mr. Douglas].
The amendment was rejected.

APPENDIX B

BEFORE THE INTERSTATE COMMERCE COMMISSION

I. & S. Docket No. 7304

RAILWAY EXPRESS AGENCY, INC., AGGREGATE RATES ON WEARING'
APPAREL

ARGUMENT ON BEHALF OF PROTESTANTS

PRELIMINARY STATEMENT

The impact of the decision to be rendered herein, and its effect upon that -
segment of the transportation system which is devoted to the handling of small
shipments, may not be confined to the movement of wearing apparel. That -
happens to be the single phase of the situation which is open to investigation,.
but similar rate provisions are already in effect on other commodities and,

(
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respondent, in public statements by its president, has made it clear that Com-
mission approval of these rates will lead to a complete overhaul of the express
rate structure under the plan here involved. Similar adjustments have not
received the attention they deserve either by way of the suspension or complaint
process, and it is time now to explore and reappraise the entire theory.
At this point we shall merely indicate, in capsule form, just what type of

rate and tariff structure the agency1 is sponsoring: An individual shipment
containing 100 pounds moves from New York, N.Y., to Dallas, Tex. From the
>moment it leaves the agency's dock at New York and is loaded in the car it
receives precisely the same service as that accorded any other individual ship-
anent of the same weight and content and moving in the same car. But merely
because the shipment first mentioned was tendered at origin along with other
shipment of the same consignor, totaling 300 pounds, or more, but destined
to other points, as well as to Dallas, the consignee is charged a rate on one
of four bases, graded according to weight, and running as low as 48.75% of
_first class.
In respect of the shipment illustrated, the consignee at Dallas who receives

-the benefit of a reduced rate has no way of knowing the precise rate charged
.on his shipment until after it has arrived at destination. As we shall show,
this is entirely opposed to the rule that tariffs must be definite to the point of
-certainty and that a shipper is entitled to know before his shipment moves what
rate he is to pay. Stated another way, there can be only one concept of a
published rate and its application, and that demands that there must be a
definite charge for transporting a certain amount of freight from one origin,
on one day, to one destination, on one bill of lading. And every shipper or
-consignee is entitled to the benefit of that definite charge when shipping freight
under the same circumstances.
Charges may, of course, differ if different accessorial services are rendered,

but such differences must be based upon differences in the cost of performing
such services and must be published and made fully known to the shipping public.
Published rates which do not comply with these concepts are unlawful and
discriminatory, per se.
The Commission has consistently condemned rates predicated upon an aggre-

gation of tonnage, unless the total weight in such aggregation moves at one
time, as one shipment, to one consignee.2 The philosophy underlying such action
is that it is obviously unjustly discriminatory to charge one shipper a lower
rate than is charged another for the same service, simply because the tonnage
of one of the shippers is part of an aggregate amount to be transported over
a stated period or, as in this case, to multiple destinations. Significantly, the
Commission has consistently applied this reasoning even to situations where
all of the aggregated tonnage eventually goes to one consignee at one destina-
tion. Here, the vice inherent in the adjustment is aggravated because the
aggregation upon which the reduced rate is predicated is broken up before the
shipments even start in line-haul service and the broken-down lot may fan
out to as many as 200 different destinations.'

Respondent will no doubt lean heavily upon the fact that in an earlier deci-
sion the Commission approved aggregate rates on wearing apparel,' so that the
matter is res adjudicata. We shall deal in extenso with that decision in due
course.' Suffice it to say here that the doctrine of res adjudicata has never
stood in the way of effecting permanent justice. The protestants in that case
"introduced no evidence to show the effect of the quantity rates upon their
operations" but confined their evidence to the technical question of cost of serv-
ice. Whatever may have happened in the presentation of evidence in the earlier
- proceeding it is crystal clear that the time has come for a second look in order
to determine once and for all the bona fides of a rate structure which is com-
pletely fictional in its relation to the actual service rendered.

1 Throughout this argument the Railway Express Agency, Inc.„ will be referred to as the
agency, or as respondent, or as REA.

2 Forwarder Rates Conditioned Upon Aggregate of Tonnage, 258 ICC 635;  Molasses
From New Orleans, La., to Peoria and Pekin, Ill., 235 ICC 485; Consolidation of shipments
By Freight Forwarders, 256 ICC 205.

3 For example. 200 shipments of 50 pounds each.
4 Wearing Apparel, Railway Bop. Agency, Inc., 301 ICC 177 (July 7), hereinafter

referred to as No. 31862. c.
5 There are various grounds of distinction with which we shall
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THE TARIFF INVOLVED

The tariff provisions under investigation are in Supplement 36 to REA
Tariff ICC 319, Item 70—K, effective February 7, 1960, which in its relevant parts
provides:
" (a ) 1. Straight or mixed shipments of Commodities listed in this Item be-

tween express stations indicated will be charged for as prescribed in paragraph
(b) of this Item when the aggregate weight of one or more shipments is 300
pounds or more, tendered and receipted for at one time from one shipper at one
address and consigned to one or more consignees at one or more destinations."
[Emphasis added.]

Apply * * rates * *
"(b) When aggregate weight of shipment or ship- under columns listed

ments is— below:
300 pounds to 1,499 pounds  Column 1
1,500 pounds to 2,499 pounds  Column 2
2,500 pounds to 9,999 pounds  Column 3
10,000 pounds and over  Column 6—* *

The commodity description under paragraph (c) of the item reads as follows:
"Wearing apparel (see notes 1, 2, and 3), (Not including Hats and Millinery

or Wearing Apparel when on hangers, racks, or in wardrobe type containers)."
"NOTE 1.—Will also apply from Los Angeles, Calif., on Handbags and Purses."
"Nom 2.—Shipments moving under this item may be shipped either prepaid or

collect."
"NOTE 3.—(Not important here) ."
Parenthetically, it may be stated that the rates approved in No. 31862 applied

only on "Prepaid" shipments, a fact which was given considerable prominence
by the Commission.

THE STATUS OF PROTESTANTS AND THEIR INTEREST IN THE SUBJECT MATTER OF THE
INVESTIGATION

With two exceptions, the freight forwarders, signatory to this presentation,
hold nationwide operating permits. Chain Deliveries Express, Inc., holds
operating authority in 32 States, but inasmuch as wearing apparel constitutes
by far the major portion of its traffic it is perhaps more vitally affected than
any other type of forwarder. Springmeier Shipping Company, Inc., holds
operating authority on eastbound traffic originating at designated points in the
Middle West. We believe that the rates here in issue are noncompensatory
to the point of being sacrificial; that they reflect a blind desire to increase vol-
ume irrespective of results; that they amount to a direct subsidy on the part
of the railroads which own the agency and which are its principal means of
underlying carriage; and that the forwarders could not hope to meet these
rates and at the same time maintain their transportation machine on a sound
economic basis.

SOME VITAL STATISTICS AS TO RESPONDENT

In June 1960, respondent's President William B. Johnson gave some interest-
ing statistics on the operation of his company at a hearing before the Post
Office and Civil Service Committee of the House in H.R. 7055." REA is a nation-
wide carrier of express matter regulated under Part I of the Act. It operates
over approximately 158,000 miles of railroad, 54,000 miles of highway, 6,700 miles
of water, and 132,000 miles of air routes. It maintained, at that time, 11,000
offices, serving 22,000 communities, and had 30,000 employees on its payroll.
REA is the agent of the railroads, whether the latter are co-owners or whether

they handle express matter on an agreed basis of charges. The agency, which
is owned by a group of some 64 railroads, pays no specific charge for its under-
lying transportation by rail. It collects its gross revenues from its shippers, de-
ducts its expenses, primarily of a terminal nature, and turns over the balance
if any, to the railroads it has utilized and they in turn divide it on a tonnage
basis. In 1959, it was handling around 100,000,000 packages per annum. Presi-
dent Johnson stated to the aforesaid Committee that the railroads which handle
express matter "have not recovered even their out-of-pocket costs incurred to haul
our traffic."

6 The transcript of his testimony is in evidence as Exhibit D, Witness Steiner.
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Beginning in July 1961, the railroads and the agency plan to institute a new
method of charge 7 under which the latter will pay for its transportation on a.
"car-foot-mile" basis. Inasmuch as the new basis will supplant one which "does
not even cover "out-of-pocket" rail costs8 it is fair to assume that it is designed
to increase the railroads' share of the agency's gross revenue. We are thus con-
fronted with a strange process of reasoning. An agency which was responsible
for "undistributed losses" of $40,000,000 in 1958, is to pay the railroads on an
increased basis of charge. But even this increased basis of charge which the
railroads will levy, is so low that it will not become effective unless Congress
shall have first amended the existing law so that the Postmaster General will
not be in a position to demand a similar basis for the carriage of parcel post
matter.
The Commission is asked to conclude and find that all of the above results, so

natural as to be academic, will be avoided by an expected increase in volume._
Respondent blithely glosses over the fact that this increased volume must come
largely, if not primarily, from the present volume of parcel post,' President
Johnson testified on June 22, 1960, that the Post Office Department was paying
the railroads $320,000,000 a year for handling mail matter, as compared with
the $116,000,000 the railroads were receiving from express. It is thus apparent
that the increased volume will drain off the higher rated parcel-post traffic into
express traffic, which latter concededly is to be carried at as low a charge as.
possible.
Thus, freight forwarders who must continue to purchase underlying rail:

transportation at full tariff rates, will be compelled to compete with an agency
which is not only in position to and does provide a superior service—passenger
vs. freight—but which will be allowed to purchase its underlying rail service
on a basis so low that on its own admission the railroads could not afford to
apply it to parcel post which latter supplies by far the greatest volume of small
package freight."

A SUMMARY OF THE EVIDENCE

In its decision in No. 31862 the Commission (Division 3) stated at page 193:
"The protesting forwarding companies introduced no evidence to show the

effect of quantity rates on their operations."
There is no such omission here. The record is replete with testimony as to the
immediate and foreseeable effect upon the large and small forwarding companies;
the motor carriers; and the independent freight consolidators not owned by
REA.
Testimony on behalf of the nationwide forwarders is given by Witness Flynn

for Acme Fast Freight, Witness Herr for Republic Carloading & Distributing
Co., and Witness Blanck for Universal Carloading & Distributing Co., Inc.
Testimony of the motor carriers will be discussed by their counsel, Mr. Bryce
Rea. Testimony on behalf of the independent consolidating companies and Chain
Deliveries, Inc., a forwarder specializing in the movement of wearing apparel,
is given by Witnesses Taig, Erlichmann, and Hoffman, respectively. A pre-
liminary discussion of respondent's cost presentation is contained in the testi-
mony of Witness Steiner.
The story told in these statements is complete in itself and we shall endeavor

to avoid useless repetition in this statement of "Argument."

THE EFFECT OF THE RATES ON REGULATED FREIGHT FORWARDERS

Respondent concedes that there is direct competition between its service and
that of freight forwarders. Both are not, generally speaking, owners of the
line-haul equipment used in the performance of the transportation services
underlying their bill of lading undertakings. Both use rail carriers for that per-
formance. But there the similarity ends. When the regulated freight forwarder
utilizes the service of a rail carrier it is on the basis of the latter's published
rates. In other words, the forwarder is placed in the same category as a regular
"shipper."

Contingent upon the repeal of a provision of law, later discussed, to the effect that thefl
Postmaster General may demand the same basis of charge for the carriage of parcel post.

s As a matter of fact, the existing basis resulted in "undistributed losses" of $40,000,000
In 1958.
9 As a matter of fact, the Commission at page 195 of its decision in No. 31862, based its-

approval of the aggregate rates there in issue. on the fact that they were "necessary
primarily to meet the competition of parcel post."

is President Johnson testified at the aforesaid hearing that "the Post Office Department
Is handling nearly 1 billion pieces a year," as against 100 million for the agency.
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In sharp contrast, the respondent in utilizing rail service is in a privileged
class. Its rail transportation is being performed by its owners. It merely pays
the railroad what, if anything, is left after its expenses are deducted from its
gross revenues. The record shows that such a basis for compensation resulted in
'undistributed losses" for the railroads of $40 million in 1958.

Freight forwarders are at a complete loss to understand how the Commission
could countenance such disparate charges for the rendition of underlying service,
particularly when we remember that such service when performed for express
companies is for the most part in passenger trains. Since both the respondent
and the forwarders must maintian published charges which are competitive, it
is obvious that forwarders could not hope• to compete permanently with an
agency which would be able to purchase underlying transportation at a level
which would enable it to publish charges on the basis here in issue.
By reference to Exhibit A, Witness Steiner, it will be observed that for the

movement of five 20-pound packages from New York to Miami, the Post Office
Department must pay the railroads at the rate of $7.95 per 100 pounds, under
rates approved by the Commission. There is no way of ascertaining, except from
it, what REA is presently paying the railroads for hauling 100 pounds of express
matter in that movement. On the car-foot-mile basis under the new contract, to
become effective in July, 1961," the agency will pay the railroads at the rate of
$3.71 per 100 pounds at the 10,000-pound rate level. And the shipper of only 100
pounds by express will enjoy a rate constructed on that level if a freight con-
solidator, for example, forwards 10,000 pounds or more to th,e entire nation on
that date.
Now if the ordinary shipper should ship 100 pounds, or even 10,000 pounds, as

an individual shipment, he would pay the railroads $5.72 per 100 pounds. Even
if he shipped wearing apparel at the carload rate he would pay $4.01 per 100
pounds, minimum 30,000 pounds. What special attributes does express matter
have which entitle it to such preferential treatment?
The forwarding industry views this campaign for the approval of aggregate

or quantity rates as part of an ambitious scheme which has for its final objec-
tive the centralization in REA of the handling of all small shipments. As
corrobative evidence on the truth of this belief we need only refer to the public
utterances of the agency's president. At an address on January 12, 1961, before
the Atlantic States Shippers Advisory Board, he stated as number (4) in his
platform, the following:
"The principle of coordinating the use of all forms of line-haul carriage

through a national small shipment's network under single management is basic.
The objective of this coordination is the use of each transport medium where,
and only where, it does the best job for the public in both good service and low
cost." [Emphasis added.]

While a liberal use of the art of semantics might open the way to varying
interpretations of this statement, we, as forwarders, have no doubt that REA
is the "single management" and the "transport medium" which President John-
son had in mind. In fact, Mr. Johnson removed all doubt by concluding his
address with the assurance that "REA has a structure out of which such a
system can grow and, moreover, is rapidly becoming this kind of company."
If the method of ratemaking here advocated is approved for REA, it follows

that it must be approved for all agencies of transportation. To show the ex-
tremes to which such ratemaking would lead we have had prepared Exhibit 3,
Witness Blanck, to show what rates would result if freight forwarders were to
adopt the same type of ratemaking. Again using the movement from New York
to Miami, as illustrative, it will be noted that the REA rate at the 10,000-pound
level would be $5.67. Our 100 percent or normal rate is $5.88. But if we were
to use the same formula REA is here using a rate so constructed as to us would
be $2.87. Of course, we could not hope to offer such a rate to the shipping public
because the lowest rate we could possibly get from the railroads would be that
on "freight, all kinds" of $2.76, minimum 30,000 pounds. The illustration
simply serves to point up the absurdity of the ratemaking scheme which is
involved.

1-1 When nonowning railroads perform express service they are compensated on the same
basis as proprietary railroads.

12 Always assuming, of course, that the law is changed so that the Postmaster General
cannot demand the same treatment.
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THE EFFECT OF THE REDUCED RATES ON THE INDEPENDENT CONSOLIDATOR

The so-called "freight consolidator" functions as the agent of the consignee,
and he has a definite place in the transportation scheme. For example, a de-
partment store in Charleston, W. Va., makes purchases from various suppliers
in New York. It is to his advantage to channel his purchases through a common
shipping agent in order to save transportation charges. Pursuant to this idea
he instructs his vendors to deliver all of his purchases to a "consolidator."
The latter aggregates them into one combined lot so as to secure the best possible
transportation rate and avoid the possibility of having "minimum" charges apply
on each separate purchase.
If all "consolidators" should operate on the same format there could be no

complaint. But in this situation we have another example of where the gross-
est sort of discrimination could result. To explain: It is virtually impossible for
all "consolidators" to assemble as much as 10,000 pounds of wearing apparel
on one shipping day. But REA is the owner of one "consolidator"—Fast
Service Shipping Terminals, Inc.—and is conducting an extensive advertising
campaign to urge shippers of small lots to use that particular "consolidator"
in order to have the benefit of the 10,000-pound-rate level. Consignees will nat-
urally gravitate to that particular "consolidator." Again, it must be remembered
that the line-haul service accorded the individual components of the aggregation
of freight tendered by Fast Service, etc., is the same as that accorded to the
individual components of the freight tendered by the independent "consolida-
tors." This is a clear violation of Section 2 of the Act. In other words, there
is absolutely no justification to charge a shipment of 100 pounds to Dallas, Tex.,
as part of a consolidated lot tendered by Fast Service, a rate of $6.00 per 100
pounds, and to impose a charge of $9.00 per 100 pounds for a like shipment in
the same car tendered by Broadway Packing & Shipping Company, simply
because the former was one of many shipments to many destinations in an ag-
gregation of 10,000 pounds, while the latter was part of an aggregation of only
3,000 pounds.

THE PROPOSED RATES IN THEIR RELATION TO THE COST OF THE SERVICE PROVIDED

It is our contention, and we shall ultimately prove that these incentive rates
are not only noncompensatory, under any standard, but that if the railroads
were to be compelled to give them general application to all purchasers of rail
transportation, they would be confiscatory. We have demanded, and will con-
tinue to demand, access to the underlying data upon which respondent's theo-
retical cost computations are based. In this discussion we shall deal only with
defects which are apparent on the face of respondent's affidavits. A detailed
discussion is contained in the affidavit of Witness Steiner to which attention is
directed.
From the standpoint of end results it is believed that one or two inconsisten-

cies in respondent's showing are sufficient to cast an unanswerable doubt on its
validity. As a result of all of his purely theoretical hypotheses, Witness Bock
arrives at a figure of .7463 cents per car-foot-mile as "a reasonable approximation
of the rate which will be paid [the railroads] beginning July 1, 1961," always
assuming, of course, that the existing law will be changed so that the same basis
of compensation need not be extended to the handling of parcel post. Fortu-
nately, we are not without a comparative medium by which to test the real worth
of that estimate. In Docket No. 32035, Increased Empress Charges, Eastern
Territory, 300 I.C.C. 597 (May 31, 1957), it became necessary for the railroads
to show the cost to them of handling express matter. A cost expert of national
reputation showed in his Exhibit 8, in that proceeding, that based on the
April 1, 1956, level of costs," the car-foot-mile cost to the railroads was .8287
cents. The Commission is now asked to believe that an appropriate cost figure
for 1960, would be .0824 cents per car-foot-mile lower than in 1956, despite the
fact that during the ensuing five-year period the railroads have on three occa-
sions sought general increases in rates to compensate for increased costs of labor,
material, and supplies.

18 Mr. Heywood, then Asst. Comptroller of the Pennsylvania Railroad Company.
14 Which included operating expenses, rents, and taxes, but which did not include any

allowance for return on investment or federal income taxes.
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But that is not all. If the car-foot-mile basis suggested by Witness Bock were
to be reduced to a cubic-foot-mile it would result in a figure of .02318 cents.
Since 1957, on the basis of Commission-approved rates, the Post Office Depart-
ment has paid .04395 cents per cubic-foot-mile for the transportation of parcel
post. Is it any wonder that the railroads find that the proposed REA contract
basis would be so distasteful for application on parcel post? Please remember,
also, that a 20-pound package of parcel post and a 20-pound package of railway
express matter would be handled in the same general type of railway equipment,
often in the same car, and always subject to substantially identical transporta-
tion conditions.
Witness Bock places the overall cost to the agency of handling express matter

•at $1.11 per shipment, exclusive of overhead and purchased rail transportation.
Using his own figures, this would amount to a cost of 4.52 cents per minute for
both vehicle operation and maintenance cost, and the wages incident to vehicle
and terminal services. Yet in another portion of his testimony he gives an aver-
age wage cost of 4.80 cents per minute for terminal services alone and 4.90 cents
per minute for vehicle services alone. Thus, his figure of $1.11 reflects a sup-
posed average cost for two services which is lower than his own estimate for each
service.

Moreover, Witness Bock's figures make no allowance whatsoever for the im-
portant item of maintaining facilities and buildings.
Cost computations such as these are completely self-serving and entitled

to no credence. They merely emphasize the necessity for making a complete
disclosure of underlying data.

THE PROPOSED RATES HAVE UTTERLY NO JUSTIFICATION AS A COMPETITIVE NECESSITY

We shall not unduly labor this point. We are confident that the Commission
will not look with approval upon any rate reduction which goes far beyond the
competitive necessities of the case. This is particularly true when the agency
proposing the reduction is already engaged in a "red ink" operation. When
the agency defended the very limited coverage of incentive rates considered in
No. 31862,n and again when it advocated repeal of Section 5 of the Act of July
28, 1916, it gave as the primary reason for its position its competition with parcel
post. In the Appendix at page 196 of its report in No. 31862 the Commission
made the following comparisons between parcel post rates and the proposed REA
quantity rates at the 2,500-pound level: "

Rates in cents per 100 pounds from Los Angeles to Chicago

Rates
Express
under
parcel
post

Railway Ex-
press (2,500-
pound level)

Parcel post

10 pounds 184 167 1 17
15 pounds 228 243 15
20 pounds 272 319 47
3.0pounds 359 486 127
40 pounds 447 638 191
50 pounds 534  

1 Over 17 cents.

Oddly enough, the report contains no comment as to why express service
should have been priced as much as 191 cents per 100 pounds under parcel post.
But whatever may have been the reason for that omission, it is clear that in
this case the level of the proposed express charges in relation to those applying
on parcel post has reached shocking proportions. Nothing makes that fact

15 The rates there considered applied only on prepaid traffic, moving in one direction
(eastbound) from 7 shipping points on the West Coast.

le Rates on a 10,000-pound level were not involved in that proceeding.
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plainer than the agency's own advertising material which is in evidence along
with the testimony of Witness Flynn. Below we show the amounts in dollars
and percentages below parcel post reflected in the rates under investigation:

From New York to-

Rates for 5 20-pound packages

Parcel post
Express
(10,000
pounds)

REA below parcel post

Dollars Percent

Atlanta, Ga $11.25 $4.58 6.67 58.4
Boston, Mass 5.65 3.08 2.57 47.0
Chicago, Ill 11.25 5.13 6.12 54.4
Dallas, Tex 13. 75 6. 52 7. 23 52.5
Denver, Colo 17.05 7.12 9.93 58.2
El Paso, Tex 19.80 7.97 11.83 59. 7
Kansas City, Mo 13. 75 5.67 8.08 59.4
Los Angeles, Calif 19.80 9.45 10.35 52.2
Louisville, Ky 11.25 5.13 6.12 54.4
Miami, Fla 13. 75 5.67 8.08 58. 7
Minneapolis, Minn 13. 75 5. 67 8.08 58. 7
New Orleans, La 13.75 5.67 8.08 58.7
St. Louis, Mo 11.25 5.55 5.70 50.6
Seattle, Wash 19.80 9.63 10.17 51.4
Tucson, Ariz 19.80 8.64 11.16 56.3

Inasmuch as express service includes various and valuable elements not
included in parcel post, such as free pickup and delivery, etc., it becomes readily
apparent that REA is out to increase volume regardless of competitive neces-
sity, needless sacrifice of revenue, or anything else. In other words, in its
present thinking, increased volume is a panacea for all ills.
To show the extent to which REA has gone in its frantic urge to increase

volume it is only necessary to compare what it pays the railroads with what
the railroads demand for the transportation of parcel post matter. Details are
to be found in Witness Steiner's exhibit A. But at this point, let us again refer
to traffic from New York to Miami. For that movement the parcel post charge
to the public is $13.75 per 100 pounds for five separate packages of 20 pounds
each. The Post Office Department pays the railroad at the rate of $7.95 per
100 pounds. For the same weight REA is proposing a charge of $5.67 per 100
pounds or 58.7 percent lower than parcel post. But it is paying the railroads
only $3.71 per 100 pounds, or less than half the amount the railroads charge the
Post Office Department.

Illustrations such as these could be multiplied ad infinitum. But the forward-
ing industry can see no justification in compelling it to attempt to compete with
a basis charge so unfair on its face.

THE RATES UNDER INVESTIGATION ARE UNLAWFUL AND ARE DIAMETRICALLY OPPOSED

TO ESTABLISHED PRECEDENT

In making the above statement we are fully aware of the decision in No.
31862. But we are convinced that that decision was based not alone upon an
insufficient record on the part of protestants, but that the Commission could not
have been expected under the circumstances there presented to visualize the
effect which an approval of this ratemaking theory would have upon transporta-
tion, if approved in perpetuity.

THE INVESTIGATION IN NO. 3 1 862

The rates which were investigated in the above proceeding were published to
become effective September 1, 1955. They were formally protested by five
freight forwarders; 17 suspension was declined but on appeal the rates were

17 Acme Fast Freight, Inc.; International Forwarding Co.. Inc. ; National Carloading
Corporation; Pacific & Atlantic Shippers, Inc.; and Universal Carloading & Distributing
Co., Inc.
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placed under investigation. At the hearing the National Motor Freight Traffic-
Association, Inc., Eastern-Central Motor Carriers Association, Inc., and Central"
States Motor Freight Bureau, Inc., took "the position that the rates under inves-
tigation are unlawful, but they introduced no evidence." As stated, the rates
had a very limited application in that they were published only from seven ori-
gins on the Pacific Coast and limited to eastbound traffic. Additionally, they
were restricted to "prepay" shipments, and to aggregations of 2,500 pounds as
a maximum.
The principal argument in justification of the rates was the competition with

parcel post. For example, at page 180, the report states:
"Following 3 years of decline, the respondent's revenues rose rapidly in 1952,

but declined again both in 1953 and 1954. It attributes this reversal in trend
primarily to a change in practice by shippers turning to parcel post * * *. A
customer survey disclosed that users of rail express ranked it high in such fac-
tors as speed, coverage, dependability, and economy, but nonusers indicated
that high rates were the chief reasons for using competitive transportation such:
as parcel post and motor trucks." [Emphasis added.]
And, again, at page 181:
"Parcel post service is the principal competitor for the light package traffic,

and surveys made at Los Angeles and San Francisco indicated that shipments
moving that way would be the predominant source of traffic to be attracted by
the reduced rates." [Emphasis added.]

Parenthetically, the relation of first-class express rates and parcel post rates-
at that time was as follows: 18

[Cents per hundredweight]

From Los Angeles to Chicago

Rates

Express,
1st class

Parcel post

10 pounds 283 167
16 pounds 350 243
20 pounds 418 319
30 pounds 552 486
40 pounds 685 633

As we have stated, the report contains no discussion as to why, instead of
simply meeting the parcel post rates, cent for cent, the agency should have
found it necessary to undercut them. The advantages or disadvantages of the
various competitive services were fully made known to the Commission. For
example, at page 191 these statements appear as to parcel post:
"Parcel post is subject to size and weight limitations which require splitting

of shipments over 20 pounds into 2 or more packages. This results in additional
packing costs and customer dissatisfaction when arrival of a shipment is de-
layed. Shipments must be delivered to post office (no free pickup) and cannot
be readily traced, unless insured. Despite these disadvantages, shipments of 20
pounds or less for the longer distances are generally made by parcel post."
[Parentheses supplied.]
Surely the agency might, at least, have experimented on the basis of rates equal
to those applying on parcel post.
On the subject of motor carriers the report recites at page 191:
"Motor carrier service is unsatisfactory for small shipments because the

minimum charge, undependable and slow service, and difficulty in settling claims
when connecting carriers are used, are said to be undesirable features of this
service."
There would seem to have been no reason, in respect of motor carrier compe-
tition, for a rate cutting campaign.
As to freight forwarders, the report recites at page 191:
"As shown above, restricted coverage by freight forwarders, rate stops to or

from off-line points, slow transit time, and difficulties in tracing are limiting
factors. Package rates, when published, avoid minimum charges under regu-
lar rates, but generally provide inadequate coverage geographically."

is See appendix (p. 196) to the Commission report.
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_Again, there would appear to have been no basis for actually cutting rates.
In any event, the respondent in that proceeding apparently convinced the Corn-

:mission that it needed additional tonnages, particularly on its eastbound move-
ment, and that the charges they had proposed were at a "level " * which is
-necessary primarily to meet the competition of parcel post" (p. 195).
The Commission, however, made two observations in respect of the limitation

.as to "prepaid" shipments which are important here. First that limitation was
a ground for distinguishing the situation from that considered in Aggregating
.Express Shipments, 192 I.C.C. 301 (1933), for the reason, among others, that
due to the prepay requirement "the applicable charges are known with cer-
tainty when the shipments are tendered for transportation." It said, also, at
pare 195,:,
"The requirement that the charges be prepaid is necessary because their

application is dependent upon the volume and other incidents of tender by
the shipper." [Emphasis added.]
So let us attempt to square the two earlier decisions in which opposite conclu-
sions were reached, with the rationale of the ease now before us.

THE DECISION IN AGGREGATING EXPRESS SHIPMENTS, 192 I.C.C. 301 ( 1 9 33 )

In the above proceeding the tariff provision in question provided that:
"Two or more packages forwarded by one or more shippers, charges collect,

from the same city, to one consignee at one local address, delivered, or offered
for .delivery, on the same date, must be charged for on the aggregate weight,
.as if one package * * *." [Emphasis added.]

That rule, it will be noted, provided that the shipments of multiple consignors
destined to a single consignee could be aggregated as to weight and charged
accordingly. The tariff in the instant ease requires that tender at origin must be
from one shipper at one time, but the consignees and destinations are with-
out limitation. Nevertheless, the reasons which led the Commission to dis-
approve the earlier adjustment are present and even more compelling here.
We appreciate that the Commission in No. 31862 distinguished the earlier de-

cision in Aggregating Express Shipments, supra. Here is what it said at
page 194:
"The (protestants) regard the adjustment (in No. 31862) as identical in

principle to that found unlawful in Aggregating Express Shipments, 192 I.C.C.
301. The reduced rates there considered were predicated upon aggregation
lit destination of packages forwarded by 2 or more shippers in the same city
•and delivered or offered for delivery to 1 consignee on the same date. The
:adjustment differed in important respects from the instant one, including the
possibility of abuse in making the reduced rates contingent upon circumstances
:at destintitibn which were under control of the Empress Agency." [Emphasis
-added.]

This, of course, should be coupled with the statement on page 195, previously
,quoted, that:
"The requirement that the charges be prepaid is necessary because their appli-

cation is dependent upon the volume and other incidents of the tender by the
shipper."
In other words, it was the "prepay" requirement, more than any other cir-

cumstance, that saved the adjustment considered in No. 31862 from meeting
the same fate as that which befell the earlier adjustment. The requirement of
-"prepay" and the limitation of the tender to "one shipper" at "one time" made
.the charges certain at the time the shipment was offered, and did not leave
their application in the air "contingent upon circumstances at destination which
were under the control of the Express Agency."
It remains only to determine the nature of the "circumstances" under "control

of the Express Agency" which disturbed the Commission -go much in its first
'decision that it disapproved the rates. In discussing the rejected rule at page
309 of that decision the Commission stated:
"It is to apply on shipments 'delivered' or 'offered for delivery.' An offer of

delivery is considered to be made when notice is given to the consignees, either
by mail or by telephone, that the goods are ready for him, or when the driver
goes to the street address with the shipment. Whether a shipment is 'offered'
on a particular day, therefore, would depend upon the diligence or good faith
of respondent's local employee in notifying the consignee, and upon such notifi-
cation would depend whether the consignee would gain or lose the benefit of the
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new rule. There is also the possibility that at the request of the consignee a
package might not be delivered or offered for delivery, but held for aggregation
with a package or packages expected to arrive at a subsequent date." [Empha-
sis added.]
It must be apparent that the arrangement here under consideration offers

even a better chance for manipulation by local agents or employees. In the
cited case, the express employee at destination had it within his power to hold
back deliveries until the desired weight would accrue—even to assume that it
would accrue and price the shipment accordingly. In the instant situation the
employee at origin has the same opportunity to save toward—or to take for
granted that—the desired weight will be accumulated, before making final
tender of the traffic.
Moreover, under these tariffs we need not be limited to a consideration of the

possible conduct on the part of respondent's station employees. We have no
doubt that the greater portion of this traffic—particularly that out of New
York—the recognized wearing apparel center of the country—will be handled
through consolidators. Under that method there need be no pretense of tender-
ing shipments to REA as they are offered. If the consolidator handles 10,000
pounds of freight over his platform each day—or even if he has reason to be-
lieve he will—the 10,000-pound rate will automatically apply. Respondent
makes this crystal clear in its advertisement which is in evidence here. This
contains a bold invitation to shippers which says in effect: "Take your 50-pound
packages to the consolidator, particularly the one we own, and you will get the
benefit of the 10,000-pound rate." To be exact, we quote directly from one of
respondent's ads:
"Regardless of your own shipping weights, you can take advantage of the

lowest possible rates, maximum savings, by using consolidators * * * who have
forwarding volume of ten thousand pounds or more a day. You can also get
these low rates directly on any day's volume of 10,000 pounds or more." [The
emphases are respondents.]
" * * * For example, Fast Service Shipping Terminals * * * (owned by

REA)."
Additionally, in its decision in Aggregating Express Shipments, supra, the

Commission was plainly disturbed by another phase of the rule which it dis-
cussed at pages 309, 310, where it stated:
"There would be no physical aggregation of packages under the new rule,

such as in the case of the present rule (par. a)." While the packages would be
regarded as a unit for ratemaking purposes, they would be handled from origin
to destination as separate and independent skipments, billed and accounted for
individually, and so regarded for claim purposes * * *. A consignee receiving
two or more packages from several shippers on any given date would pay less
in express charges than several consignees receiving identical packages from
one shipper, even though the transportation services rendered on the respective
shipments were substantially similar." [Emphasis added.]

Precisely the 80/me vice is inherent in the rule here wader consideration. That
is to say, two shipments of wearing apparel, each weighing 100 pounds, could
move from New York to Chicago in the same car. They would receive pre-
cisely the same handling en route. At destination they could conceivably move.
in the same REA delivery truck to the Chicago Merchandise Mart. On one, the
normal second-class rate (85 percent of first class) would apply. On the other,
a rate of 48.75 percent of first class would apply if the shipment had been offered
along with a conglomeration of shipments going to innumerable destinations, on
the theory that it was part of a 10,000-pound aggregation.

It needs no labored argument to convince anyone that such an arrangement
would clearly amount to undue prejudice agaiiist the shipper first named as a
"person" and against a "particular description of traffic," within the meaning-
of section 3. And the Commission should not be swayed too much by the fact
that no shipper is here complaining. It would be entirely too much to expect
that shippers who are given the benefit of rates almost 60 percent lower than
parcel post should complain of the rule which makes possible such preferred
treatment.

19 That paragraph reads as follows:
"Provided a lower charge is made thereby, two or more packages forwarded by one

shipper at the same time upon one receipt, to one consignee at one local address, must
be charged for on the aggregate weight, as if one package, etc."
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•

There can be no question that without the intervention of No. 3186Z the
decision in Aggregating Express Shipments, supra, would be dispositive of this
proceeding. For the reasons stated we submit that in the changed circumstances
presented, and on the more complete presentation here made, No. 31862 should
not be taken as' overruling the principles so clearly expounded in the earlier
case.

THE SECTION 2 VIOLATION

But when we come to Section 2, we need not be concerned with the fact that
no shipper is complaining. When Section 2 is violated the carrier has committed
a wrong per se. It makes no difference whether two hypothetical shippers which
are treated differently are in competition with each other or whether they like
or dislike the rule. Under the doctrine clearly established in Wight v. United
States, 167 U.S. 512, different rates may not lawfully be applied under "sub-
stantially similar circumstances and conditions" of physical carriage. To quote
from page 518 of that decision:
"It was the purpose of the section to enforce equality between shippers, and it

prohibits any rebate or other device by which two shippers, shipping over the
same distance, under the same circumstances of carriage, are compelled to pay
diifferent prices therefor.
"It may be that the phrase 'under substantially similar circumstances and

conditions' found in section 4 of the Act, where the matter of long and short
haul is considered, may have a broader meaning or a wider reach than the same
phrase found in Section 2. It will be time enough to determine that question
when it is presented.2° For this case it is enough to hold that that phrase as
found in section 2, refers to the matter of carriage, and does not include compe-
tition." [Emphasis added.]

It is thus clear that the absence of a complaint or objection by the shipper af-
fords no escape from a violation of Section 2. If the circumstances of "car-
riage" are "substantially similar" (in the illustration here given they are
identical), the rate charged must be the same. The doctrine referred to merely
gives effect to the age-old distinction at law as between a tort which is action-
able per se and one which requires special proof.

THE VAGUENESS AND UNCERTAINTY OF THE TARIFFS

Still another circumstance which disturbed the Commission in Aggregating
Express Shipments, supra, was the uncertainty attendant upon the application
of the tariffs. On that point the Commission said at pages 313, 314:
"Moreover, the proposed rule would in effect set up a rate which would be de-

pendent upon what several shippers might do, and the charges thereunder would
be uncertain and their computation confusing. It would militate against that
certainty and clarity in tariff publication which Congress and the Commission
have been endeavoring to foster ever since the Act to Regulate Commerce became
law. Louisville N. R. Co. v. Dickerson, 191 Fed. 705; National Wholesale Lbr.
Dealers Assn. v. Lotasylle d N. R. Co., 46 I.C.C. 307. Under section 6 of the act
tariffs must be so published that the shipper "may readily ascertain by an inspec-
tion of the schedules exactly what will be the cost to him of the transportation
of his property." United States v. Chicago & A. Ry. Co., 148 Fed. 646; affirmed
212 U. S. 563."

. In the decision last above cited the court had said:
"The requirement of publication is imposed in order that the man having

freight to ship may ascertain by an inspection of the schedules exactly what
will be the cost to him of the transportation of his property; and not only so,
but the law gives him another and very valuable right, namely, the right to
know by an inspection of the same schedule, exactly what will be the cost to his
competitor of the transportation of his competitor's property." [Emphasis
supplied.]
Here again, those whom the law seeks so sedulously to protect are willing to

come to respondent's rescue. Obviously, the consignee of a collect shipment can
never know until after a shipment is delivered upon what particular basis he has
been charged. But the consignees here favored insist that that makes no
difference. They very frankly say that in any case they know they are getting

2° And it was presented later in Interstate Commerce Commission v. Alabama M.R. Co.,
168 U.S. 146, in which the court reaffirmed in full the doctrine of the Wight case.
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a reduction and that after the shipment arrives marked "Column 3" for example
,

there is no difficulty in checking the correctness of the rate charged.

Have we reached the point in regulation where the integrity and specificity of

tariffs, always regarded as the keystone of the Act, may be bartered away by

reductions?
We earnestly hope that the Commission will reexplore this matter and that

it will not be deterred or influenced by the decision in No. 31862 which, at best,

deals only with some, but by no means all, of the points we raise.

ACCEPTANCE OF THE AGGREGATION PRINCIPLE HERE PROPOSED
 WOULD BE TO IGNORE

ALL OF THE ACCEPTED PRINCIPLES GOVERNING THAT PRACTICE

If there is one circumstance that threads itself through every major decision

in the matter of basing rates on an aggregation of tonnage, it is this: There can

be no lawful rate differentiation in favor of such an aggregation unless it moves

as a single shipment, on a single bill of lading, from a single origin to a single

destination. That principle makes complete sense. If increased quantity is

to be accepted as a proper justification for a relatively lower rate it follows

that such "increased quantity" must be preserved intact throughout its trans-

portation. In other words, if the aggregation is broken down before its trans-

portation begins it loses all added attraction as a transportation unit. If the

carrier accords it a reduced rate, in spite of the fact, it runs afoul of the doctrine

of the Wight case to the effect that only a difference in phySical carriage can

justify a difference in rate, under section 2. Let us examine some of the leading

cases on the point.
Only four months after the passage of the original Act to Regulate Commerce

in 1887, the Commission considered a tariff provision under which a receiver of

coal at Providence, R.I., was offered a lower rate if he received tonnage in excess

of a specified amount over a stated period. The Commission found the tariff

unlawful. (Providence Coal Co. v. Providence d N. W. Ry., 1 I.C.C. 107).21

In commenting upon the philosophy of that decision in Interstate Commerce
Commission v. Delaware L. tf W. R. Co., 220 U.S. 240 (1911) the Supreme Court

said:
"Before the Act it was usual, first, to give reduced rates to persons who shipped

quantities of merchandise and, second, to charge a proportionately less rate

for a carload than was asked for a shipment in less than carload. After the

act, lower rates to wholesale shippers were abandoned, it having been declared

that to continue them was contrary to the act (Citing Providence Coal Case, 1

I.C.C. 107; 1 I.C.R. 363)."
We may dismiss from consideration the long-accepted distinction between the

carload, on the one hand, and less-than-carloa.d freight, on the Other; the lower

rate accorded to carloads is not because of the different quantity of freight but

because of a different and less costly service.
From the time of the decision in the Providence Case, supra, any idea that

trainload or multiple-car rates might properly be lower than rates on single car-

loads, for example, was uniformly rejected (Anaconda Copper Mining Co. v.

Chicago if E. R. 
Co., 

19 I.C.C. 592, 596 (1910)). until the decision in Molasses
From, New Orleans, La., to Peoria and Pekin, Ill., 235 I.C.C. 485 (1939). But
even in the latter case the Commission made it clear that approval of such rates

would be conditioned upon two circumstances; (1) that the tonnage making up

the multiple-car consignment must move at one time, and under one bill of lading;

but (2) that there must be a demonstrated saving in the cost of handling the
quantity shipment. In this case, of course, the "aggregation" is not handled
at one time and that circumstance, without more, destroys the validity of the
considered adjustment. Furthermore, there is no possibility of proving any

savings in line-haul costs. And even if there is a saving in pick up costs it
would be a flat saving which would not graduate with distance.'
The requirement that any additional or combined weight advanced as a predi-

cate for relatively lower rates, must be kept intact in a single shipment was
emphasized in Forwarder Rates Based Upon Aggregates of Tonnage, 264 I.C.C.
225 (1945) in which a freight forwarder sought to accord a shipper reduced bases

21 Also reported as 1 I.C.R. 363.
22 For example, such savings, even if proved, could not justify rates made $6.12 under

parcel post, from New York to Louisville, Ky., and $10.35 under parcel post to Los Angeles.
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of charge if his annual tonnage amounted to certain stated amounts. At page231 of its decision the Commission stated:
"It is settled that difference in the quantity shipped as a single shipment mayjustify a fair and reasonable difference in transportation rates. This differenceis usually justified by a showing of a lesser cost of service for a larger than fora smaller shipment, other things being equal. Whether under the freight for-warder method of operation quantity rates based on a single bill of lading.consignment of a specified minimum amount of freight are justified is not thequestion before us. The mere fact that a single patron offers a transportationcompany a specified amount of freight in varying quantities and at differenttimes during a period of 1 year cannot under the cost of service theory justifya basis of rates different from those applied to a single shipment, for the aggre-gate amount shipped or to be shipped in the 12-month period has no relevantbearing on the cost of a particular shipment. Congress did not establish anydifferent rule in rate making for freight forwarders from that applicable tocommon carriers subject to the act, other than to make sure the Commissionwould give due consideration, among other factors, to the inherent nature offreight forwarding." [Emphasis added.]
Distinguishing the situation from that encountered in the Molasses Case, theCommission stated further, at page 233:
"In Molasses from New Orleans, La., to Peoria and Pekin, Ill., supra, theCommission found, among other things, that there was nothing unlawful in theestablishment of railroad rates on a quantity larger than a carload, (minimumshipment of 1,800 tons, or 38 carloads) when moving as a single shipment, andwhere they were designed to meet competition from other modes of transportwhose unit of transportation was not limited to single carloads, provided a justand reasonable relation in rates as between. the larger and smaller quantitiesof the same traffic was maintained. While this was a departure from the find-ings in previous eases respecting trainload or carload rates, the Commission didnot depart from its long-recognized principle that no shipper may receive a re-duced rate based upon the volume of his business, except to the extent that themovement of such a large volume as a unit enabled the carrier to effect operatingeconomies which were properly reflected in the respective rates. We repeat,these volume rates are not made dependent on the movement of any specificamount of traffic as a single shipment, nor do they reflect differences in the cost

thereof. The particular shipments may be large or small, steady or sporadic,economical or costly. The only test is the aggregate annual tonnage. As stated,
all traffic moving under these rates receive the same service, and involves the
same operating cost as any other traffic moving in respondent's service, at dif-feriny rates." [Emphasis added.]

It is true that in this case the lower rates are not contingent upon the amount
of tonnage offered over an extended period of time. But the fact remains, just
as in those instances, that the components of the aggregated lots are handled:as individual shipments due to the "multiple consignee" provision. It is the
fact that the shipments are handled as individual ones rather than as a single
lot which forms the basis for disapproval. And it is immaterial whether that
individual handling is brought about because of provision for the lapse of a
protracted period of time or because of the fact the shipments may be consigned
to multiple destinations.
In Southern Pa,c. Co., Ownership of Atlantic S.S. Lines, 43 I.C.C. 168, the Com-

mission considered and rejected a tariff provision to the effect that anyone who
notified the steamship company in advance that he would have consigned to him
at Galveston or New Orleans at least 20,000 pounds of mixed dry goods, within
any given week, would receive special rates. The Commission said at 178:
"While a rule permitting the concentration at the point of origin of numerous

small shipments belonging to different shippers into one large shipment for
transportation to one consignee by a steamship line may or may not be proper,
there appears to be no justification for applying a special rate on small shipments
which are aggregated at destination after the transportation has been completed.
In other words, if small shipments by different shippers move independently from
New York to Galveston, then it seems clearly discriminatory to subsequently
apply a rate to such shipments lower than the rate which other shippers of similar
packages are charged." [Emphasis supplied.]
The principle, of course, can be no different where, as here, the aggregation is
broken down before the shipments start.

66938-61----7
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A similar finding was made in Peanut Butter From Montgomery, Ala., to

Georgia, 22 M.C.C. 375, in which the Commission stated at 378:

"Yet, we believe that all rates subject to a minimum weight .should be

restricted to apply only when the shipments which equal or exceed the minimum

weight are actually tendered to the carrier for transportation * * * and are

transported from the point of origin in one day and on one bill of lading."'

[Emphasis supplied.]
In still another decision—Consolidation of Shipments by Freight Foru-ardm,.

256 I.C.C. 305, the Commission considered the proposed rules of a freight for-

warder which sought to confer special rates upon shipments aggregated at point

of origin into large lots. The Commission found several defects in the proposed

rules, one of which was set forth as conditions precedent number 5 relating to

respondent's failure to provide specifically that the aggregations in question, in

order to qualify, must move as follows:
" (From) one consignor, (to) one consignee, (on) one bill of lading used at

point of origin on the day of .forwarding, and delivery to one address at one

destination, or if respondent wishes to provide for delivery to more than one

address, a reasonable extra charge for each additional delivery." [Parentheses

added for clarity.]

The Commission made a further comment in that case which is significant here.

At page 323 it said:
"So far as is known, neither railroads nor motor carriers act as consolidators

of shipments at point of origin. Obviously, for them to engage in such services

would create important possibilities of discrimination and it might be difficult to

draw policing rules that would prevent abuses." [Emphasis added.]

In other words, the Commission saw grave danger of possible "abuses" in the

consolidation or aggregation of freight by agencies other than forwarders, which

latter effected consolidation as an integral part, their operation. It may be

stated, however, that in a subsequent decision (287 I.C.C. 27) the Commission

disapproved the rule even under the conditions imposed in the first decision.

Moreover, respondent can derive no comfort from its theory that an increase

in overall volume would reduce its costs. Even if true, such a reduction would

bear upon all traffic whether handled as aggregate tonnage or as individual ship-

ments so that the condemned discrimination would still be practiced.

In Consaidation—Great American Transport Co., Inc., 66 M.C.C. 423 (1956)

the Commission condemned an aggregating rule which accorded lower rates on

combined 1.t.l. shipments from different consignors, or from interline carriers,

and billed to one consignee. The Commission found the rates unduly prejudicial

even though no shippers complained. In the course of its opinion the Commission

said:
"The respondent points out that the charging of lower rates for greater

quantities is implicit in the process of ratemaking, and maintains that a con-

signee who orders a sufficient number of 1.t.l. shipments to load a truck when

consolidated is likewise entitled to the benefit of lower rates than would apply

on the individual shipments. The point of paramount importance, however,

is that the reduced charges paid by the consignee who is able to take advantage

of the proposed consolidation rules are based on the fact that he offers the

carrier a larger volume of traffic "in the aggregate" than other consignees who

receive the same or less service on individual shipments which are alike in kind

and amount to the individual shipments of the preferred consignee prior to their

consolidation." [Emphasis added.]
In Toilet Preparations to Middle Atlantic Territory, 308 I.C.C. 513 (1959),

respondent sought to justify a tariff provision by virtue of which reduced rates
were accorded on multiple shipments aggregating 14,000 pounds or more at the
time they were tendered for shipment at Springfield. The Commission con-

demand that rule, even though the combined weight of the shipments was
apparently to be kept intact. Among the grounds relied upon by the Commis-
sion were the fact that two identical line haul shipments of the same commodity
might be moved to the same destination under different rates, and that the

arrangement was "fraught with potential unjust discrimination." There, again,

there was no claim of undue prejudice by individual shippers. (See also Paper
Articles Metuchen, N. J., to New York City, 308 I.C.C. 793 (1959).
In respondent's argument memorandum (p. 5) statement is made that the

rule here .in question is of the same type as that approved in Consolidation of
Freight Forwarder Shipments, 310 I.C.C. 191 (1960). The cases are completely
distinguishable. In the first place the shipments covered by the rule involved
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.in that case were to a single consignee and at a single destination. Secondly,
the smaller and larger shipments were charged at the same "terminal-to-
terminal" rate. The only difference in the assessment of charges in the last
analysis arose from the imposition in the one •case of an "off-line arbitrary"
and the grant in the other case of a "stop-off privilege" which the Commission
found justified due to the greater weight. At page 194 of its second decision
the Commission specifically stated:

.It follows that shipments covered by the proposed schedules are not like
shipments to other destinations and smaller shipments to the same destinations,
and the difference in treatment here proposed is fully justified."
The rule here in question is markedly different. Here, there could be as

many as 200 differentdestinations for shipments of 50 pounds each, to make a
total of 10,000 pounds. Here, the individual shipments are not given the same
basic or "terminal-to-terminal" rate, as though they moved without consolida-
tion. Here, a 50-pound shipment from New York to Dallas, Tex., for example,
could be accorded a rate predicated upon a fictional movement of 10,000 pounds.
There is not a word in the decision last discussed to indicate any intention on

the part of the Commisison to depart from its well-charted course. If it had
so intended it would have surely so stated.

CONCLUSION

In the light of the record here made and under the well-established principles
referred to, the Commission should reject the plan of ratemaking here under
consideration. We so pray.
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HARRY C. AMES.

Mr. DeisKi. The next witness is Mr. Aaron Hoffman, president of
Chain Deliveries Express, Inc.

STATEMENT OF AARON HOFFMAN, PRESIDENT, CHAIN
DELIVERIES EXPRESS, INC.

Mr. lIorrmAN. Mr. Chairman, my name is Aaron Hoffman. I am
president of Chain Deliveries Express, Inc.. My company is a small
independently- owned freight forwarding company, doing less than

half million dollars a year in business and inasmuch as this is my
first experience as a witness before a congressional body, I may not
have followed the general format and language, and I will welcome
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any interruptions from members of the committee for questions, if
any point in my statement is not clear.
My business address is 54 Broad Street, Red Bank, N.J. Chain

Deliveries Express holds permit FF-34 as a freight forwarder subject
to regulation by the Interstate Commerce Commission. My com-
pany's principal business presently consists of the handling of small
shipments from New York, N.Y., and Boston, Mass., and our operat-
ing authority covers destinations in some 32 different States.
We are in direct competition with the Railway Express Agency

(hereinafter called REA) in respect of every pound of freight which
we handle and, as I shall show, our business will be subject to destruc-
tion by passage of H.R. 1986.
It is commonly known that REA has, in recent years, come under

new and aggressive management. In 1959 REA was threatened with
liquidation. It was then that the present management took over to see
if REA could not be saved. Now when a dying man (or company)
is faced with liquidation it is expected that this individual would try
'anything, even the wildest scheme, in order to survive. This is exactly,
what REA under its president, William B. Johnson, has been attempt-
ing. The proposed passagetof H.R. 1986, which would repeal the pro-

vision whereby the Postmaster General may require the railroads to

haul second-, third-, and fourth-class postal matter at rates no higher
than the railroads receive to haul express matter, is only one of many
schemes that are presently or will be undertaken by REA. This is n9
secret because Mr. Johnson has made numerous public statements in
which he clearly advocates that REA should be the one transportation
company, under single management, to handle all small shipments
throughout the Nation.
On January 12, 1961, in a speech before the Atlantic States Shippers

Advisory Board, Mr. Johnson said, among other things:

We are confident that we know what to do, but the challenge lies in getting

it done and in time. Inflation and a confused oversupply of competing services

including the Government's own unfair competition, were two of the basic causes

of our difficulties. We think our management is now in a much stronger position

to cope with these two basic difficulties, since the third or organizational prob-

lem has been largely met by the new freedoms given us.

Given only a green light from regulators and legislators and a continued rea-

sonable attitude by our labor leaders we will ultimately succeed if we stick to

sound fundamentals.

In other parts of the very same speech Mr. Johnson said:

The principle of coordinating the use of all forms of line-haul carriage through

a national small shipment network under single management is basic.

REA has a basic structure out of which such a system can grow and, moreover,

is rapidly becoming this kind of company.

In view of what Mr. Johnson has been saying for the public record,
it should be obvious to everyone that passage of H.R. 1986 is one of
the most important things that must be accomplished in order to make
REA's dream of eliminating its competitors a reality. Before com-
menting further, I wish to state a fact that we all know. It is funda-
mental that where competition does not exist there is no incentive or
reason to keep charges low and quality of service high. Every citizen
who has ever had occasion to make a purchase knows about the law
of supply and demand.
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In the same speech just quoted, Mr. Johnson commented that the
small shipment field will grow larger because of the trend of business
toward smaller inventories. The mere fact that there will be a greater
demand in the future for good small shipment transportation is, in
my opinion, the strongest argument in favor of having competing serv-
ices so that the public may choose to do business with those companies
which will give it the best service at the lowest possible cost. It is
well known that good service at low cost in the field of transportation
is not a fact where a monopoly exists. Passage of H.R. 1986 could help
bring about monopoly.
We have only to read the report of the hearings before this same

committee of the 86th Congress when this same legislative action
was proposed in H.R. 7055. The purpose of H.R. 1986 is identical
with that of H.R. 7055, before the 86th Congress. At that time the
Honorable Howard Freas, a member of the Interstate Commerce
Commission, stated the Commission believed the express agency
occupies a useful place in the transportation industry in this country
and its continuance should be encouraged. He also stated that the
Commission thought that "the express agency should be given the
fullest opportunity to develop a sound basis of payment for the
railroads.
I have no objection to giving the express agency the fullest oppor-

tunity to develop a sound basis of payment to the railroads
' 

but it
should not be at the cost of sacrificing hundreds of independent freight
common carriers. It should be done on the basis of the express
agency continuing as an express agency.
This is not what is planned by REA and the railroads. Their

plans apparently call for REA to become a gigantic freight for-
warder in the field of general freight as a corporation operating for
profit rather than an agency. Anyone who has studied the actions
of REA, during the past 2 years, knows that REA has embarked
on a program of getting any kind of freight traffic it can by cutting
rates without reasonable regard to cost or the railroads' compensation
for carrying express matter. There is presently a very important
battle going on between REA and the motor carrier and freight
forwarder industries. It is known as investigation and suspension
docket 7034 before the Interstate Commerce Commission. This case
involves the protest of freight forwarders and motor carriers against
a cut in express rates for the transportation of wearing apparel
amounting to as much as 47 percent below the rates that REA had
formerly charged for the transportation of wearing apparel. These
rates went into effect in June 1960 but remain under investigation.
They will be the subject of public hearings in the near future. If
any interested persons desire to read the statement of my company
(and others) in protest of these low rates, I will be happy to supply
copies because I know it would help them to more fully understand
what is at stake with regard to H.R. 1986 and how REA and the
railroads seem very clearly bent on a monopolistic and destructive
plan, which, if successful, would leave shippers throughout our
great Nation with no choice as to how they wish to ship less-than-
carload freight.
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In 1958 the stated estimated loss of the railroads with relation to

the hauling of express matter was $40 million. I have been advised

that the new contract. between REA and the railroads which will go

into effect on. July 1, 1961, provided that H.R. 1986 has been passed by

that time, provides for rates based on the operations of REA and the

railroads in 1958, the very year in which the railroads lost $40 million

handling express matter. It. is also a. clearly admitted fact that these

rates are below the out-of-pocket cost of the railroads for handling

express matter in 1958 and the railroads_say their cost of doing busi-

ness has increased sharply since then. It is also a widely known fact

that the current system of charges by the railroads for the transpor-
tation of postal matter is such that it guarantees the railroads a profit
on the handling of parcel post. Why then, are the railroads so desir-
ous of keeping alive REA, as an unprofitable and money-draining
creature?
In my opinion, it can only be because the railroads appear willing

to perpetuate and guarantee their losses in the handling of express
'matter for reasons of destructive competition. The freight forward-
ers, who use rail transportation and pay the railroads a profitable
rate for hauling freight forwarder traffic, now find themselves directly
in competition with REA which is owned by the railroads. So what
have we except an unbusinesslike situation wherein the railroads are
fostering their own company, which is a financial drain on them, to
compete with parcel post and freight forwarder traffic on which they
are realizing a good profit.
There has been much said about the undesirability of having REA

nationalized and operated by the Government. I wish to go on record
that I am in favor of free enterprise and no unnecessary nationaliza-
tion in any type of industry. But looking at it from the point of view
of the railroads, would not the railroads be better off financially if the
express traffic on which they now lose money were given to them via
freight forwarding industry and the Post Office Department? Ap-
parently the railroads would prefer to have their own company if it
can operate without competition. For what reason other than to elimi-
nate competition would any well-financed business organization or
group of organizations deliberately set out on a program which may
lose millions of dollars over a period of years ( and further cut the
rates and charges and their revenue) except for purposes of destruc-
tive competition? (Which, incidentally is clearly in violation of the
National Transportation Policy.)
The great dislike the railroads have for the motor carrier industry

in this country is well known. The establishment of REA as the
one carrier in the small shipment field would automatically eliminate
hundreds upon hundreds of motor carriers. There are in excess of 175
railroads now participating in express traffic. It would be a small
price for them to pay, if over the next several years they, collectively,
would pay even several hundred millions of dollars to eliminate motor
:carrier competition. Along with the destruction of motor-carrier
competition, the freight-lorwarding. industry would disappear 100
percent. Again I wish .to emphasize that no great imagination is
required to realize what will happen to these low, unprofitable and
uncompensatory express rates when REA is no longer faced with

4.
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competition. And by "express rates" I refer to rates 'REA has
offered to the shipping public.

Possibly the most ironical, and if it were not so serious the most
humorous aspect of such a vicious plan would be that, if it should
succeed, the competitors of REA and the railroads would have helped
finance their own destruction.
It is clear that: (a) The railroads presently realize a profit on

parcel post and freight forwarder traffic; (b) the railroads pres-
ently do, and will continue for many years to lose money on REA
express traffic • (c) the Post Office Department is losing in the neigh-
borhood of $80 to $100 million a year on parcel post; (d) the han-
dling of parcel post and express matter is generally the same to the
railroads with regard to cost; (e) it is common knowledge that ex-
press and parcel post matter are sometimes handled in the same car
at the same time.
When we review these facts it is obvious that the Post Office De-

partment is subsidizing REA Express. It is further common knowl-
edge that the Post Office Department is subsidized by the taxpayers.
The taxpayers include the general public as well as motor carriers,
and freight forwarders. So here we have a plan, if it succeeds,
whereby the general public as well as REA's own competitors will,
by subsidizing parcel post losses (which are due to the fact that
parcel post must subsidize REA) be helping to finance their own
destruction.
To support my contention let us consider examples of the revenue

the railroads would receive on the basis of the present rates of
compensation to the railroads for the handling of parcel post and

irates on the basis of the new REA contract that s to go into effect on
July 1, 1961, subject to passage of H.R. 1986. The information is
from the verified statement of Delbert N. Steiner before the Inter-
state Commerce Commission, I & S Docket No. 7304. It should be
noted that the rate of compensation to the railroads for hauling parcel
post has recently been increased. My examples are based on the 1957
level.
Examples are for identical service, that is line-haul service, to

Miami, 
Fla., 

on five 10-pound packages. Parcel post payment to the
railroads is $3.99, REA's is $1.85; New York to Los Angeles, Calif.,
parcel post pays the railroads $8.30, REA for the same shipment
would pay $4.13. The above examples are on the basis of five 10-
pound packages; for five 20-pound packages; New York City to
Boston, Mass., parcel post would pay the railroads $2.22, REA would
pay 69 cents. To Chicago, Ill., parcel post would pay $5.61, REA
$2.48.
The foregoing examples are from exhibit A of Mr. Steiner's verified

statement. The complete tabulation in my view, would be a helpful
addition to the record. I request, Mr. Chairman, your approval in
making it a part of the record of my testimony. I submit it to you
for that. purpose.
Mr. DULSKI. If there is no objection, it is so ordered.
(The document is as follows:)
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Mr. HOFFMAN. Both REA and parcel post move in passenger train
service. It is inconceivable to see where there is any practical dif-
ference in the cost of hauling "X" amount of parcel post and "X"
amount of REA between the same two points usually in the same
train and frequently in the same car.
The very fact that the new contract between REA and the railroads

is dependent on enactment of H.R. 1986 should be more than sufficient
for this entire proceeding to be eyed with great suspicion.
I think consideration should be given to what is express service.

The shortest definition I know is that an express service is a premium
service at premium rates for shipments which, by their nature, require
and justify the paying of a premium rate for a premium service. I
believe even the management of REA will agree it is this type of
service for which express companies were formed. Now we find
that times have changed. The inexpensive slow mover of freight is
no longer slow. Because of technical improvements, the general
freight carrier now offers the public a service that is generally equal
to, and in many cases better than the service offered by REA express.
Just because these freight forwarders and motor carriers have devel-
oped a system of transportation which the public prefers to that of
REA express, should they be eliminated? Is it justified grounds for
taking the Railway Express Agency and making it over into a gigantic
freight forwarder without any of the restrictions of a freight for-
warder just because the day of the elpress company's great popularity
has passed? What REA and the railroads are attempting to foist
on the general public appears to me to be on a level with a labor
union's imagined request to make it illegal to install automation in
industry. When the electric refrigerator came along and put most
of the ice-selling companies out of business, the Government did not
pass a law requiring all electric refrigerators to be manufactured and
sold by the ice companies in order to save the ice companies. In es-
sence this is what REA and the railroads are asking the Government
to do for them.

I Based on Railway Express charges under incentive rates where the shipper forwards 10,000 pounds or
more a day.

Based on the 1957 Railway mail payments as introduced by Witness Edmund J. Walsh, on behalf of
the Post Office Department, exhibit F to statement No. 7 in ICC Docket No. 32158.

Piece Pound Cubic foot Cubic-foot-mile

Railway mail payments:
Transportation 
Terminal 

Total   199, 619,830

$2,694, 255
2, 059, 162

$1,
16,

077, 688
473, 298

$4,
22,

849,601
650, 787  

$149,815, 009

4, 753, 387 17,550, 986 27,500, 388 149,815, 069

Service units (nonlocal):
Pieces 1,136, 405, 296  
Pounds 5,712,229, 784  
Cubic feet  
Cubic-foot-miles

557,465, 156  
340, 877,801.841

Unit cost (cents)
TotaL 0. 4182S 0.30725 4.93311 0.04395

Railway mail payments for traffic having an average density of 8.30 pounds per cubic foot:
Per cubic-foot cost of 100 pounds= 59.19732 cents; 50 pounds= 29.59866 cents.
Per cubic-foot-mile of 100 pounds= 0.52740 cent per mile; 50 pounds= 0.26370 cent per mile.

RE A payments to railroads based on level of "rate which will be paid beginning July 1, 1961" (verified
statement of Charles W. Bock (p. 31)) :

0.7463 cent per car-foot-mile; 0.02318 cent per cubic-foot-mile at 8.30 pounds per cubic foot.
100 pounds would require 12 cubic feet; 50 pounds would require 6 cubic feet.
REA. payments per 100 pounds per mile 0.27816 cent; REA payments per 50 pounds per mile 0.13908

cent.
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According to the Interstate Commerce Act, a freight forwarder is
defined in section 4O(5):
the term "freight forwarder" means any person which (otherwise than as a
carrier subject to Part I, II or III of this Act) holds itself out to the general
public as a common carrier to transport or provide transportation of property,
or any class or classes of property, for compensation in interstate commerce,
and which, in the ordinary and usual course of its undertaking (a) assembles
and consolidates or provides for assembling and consolidating shipments of such
property, and performs or provides for the performance of break bulk and dis-
tributing operations with respect to such consolidated shipments, and (b) as-
sumes responsibility for the transportation of such property from point of receipt
to point of destination, and (c) utilizes for the whole or any part of the trans-
portation of such shipments, the service of a carrier or carriers subject to Part
I, II, or III of this Act.

The transportation service presently offered to the public by REA
Express is accurately defined above. Except that REA is subject to
part I instead of part IV, there is no basic difference between a freight
forwarder as defined in section 402 of the Interstate Commerce Act
and the operation of REA.

It should be known that part. I refers to carriers by rail, part II
refers to motor common carriers, and part III refers to carriers by
water. Express companies are subject to part, I of the act. A defini-
tion of an "express company" is not found in the Interstate Commerce
Act. At numerous places in the act express companies are mentioned
but only with respect to the fact Jolley are subject to part I of the act.
Tt is obvious then that express companies are essentially and directly
related to rail express transportation.
As long as the express company operates strictly as an agency for

the railroads, I agree that the express company should be subject to
part I of the act. However, now we find the express company engaged
in the forwarding of shipments by all modes of transportation. By
nature of their practical operation and methods of forwarding and
distributing shipments there is no difference between the present-day
operations of REA Express and that of any large freight forwarder
except that a freight forwarder, subject to part IV of the act, may use
as underlying carriers only carriers by rail, common carriers by motor,
and/or water carriers. Freight forwarders, subject to part IV of the
act, may not operate their own motor vehicles beyond the terminal
areas or commercial zone of a given metropolitan area as does REA.
Freight forwarders subject to part IV of the act are required to pay
the railroads for underlying transportation on the basis of regularly
established tariffs.
In other words, freight forwarders must pay the railroads the same

as any other public shipper. In order to earn a rate from the rail-
roads that is less than the rate the freight forwarder charges his
customer, he must fill a rail car to a given destination. REA Express
may give any quantity to the railroads and even under the new pro-
posed contract will only have to pay for that small amount of freight
per destination that it happens to give to the railroads without regard
to the amount of cubic feet it may occupy in the car, let alone fill a
car. Further, REA traffic moving by rail moves in passenger train
service. Freight forwarder traffic by rail is required to move hi
freight service.
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It is clear to me that the law intends that an express company shall
be an appendage or arm of a rail carrier. I think it also clearly
intends that an express company shall provide an express service.
This is why we have separate sections of the act regulating freight
forwarders and express companies.
There can be no doubt to anyone who is familiar with interstate

commerce law, and the history of the transportation industry in this
country, that express companies, including REA, have always been
closely identified with the railroads. I am sure it was for this pur-
pose that express companies were made subject to part I of the
Interstate Commerce Act. But, since up to now, REA has failed to
make money for the railroads in the express business, they seem bent
on getting into the general freight forwarding field.
As I have said before, speaking for myself, and I believe for all

other freight forwarders, we do not fear competition if that competi-
tion is subject to the same rules and regulations to which we are
subject.
I am not familiar enough with legal proceedings to know just how

to go about getting legislation that would make REA Express subject
to part IV, but I would certainly appreciate suggestions as to how
to proceed with such a project, especially in view of the fact that, in
1959, the freight forwarding industry paid the railroads approxi-
mately $260 million on which the railroads made a real profit, whereas
the express company paid the raili-oads $116 million for service which
cost. the railroads many millions of dollars more than they received.
Much ado has been made of the fact that the railroads wish to

establish REA Express as a "for profit" corporation.
As of now,REA is ostensibly an agency of the railroad—at least

with respect to that traffic which is carried by the railroads. REA
Express is the terminal operation of express shipments by rail.
As was previously stated, it has year after year turned over to the

railroads those moneys which were left each month after REA paid
its own operating expenses.
While I do not agree this system of payment to the railroads is

just, I do not object at this time because it clearly indicates that
REA was operating and is operating as an agency of the railroads.
Now let's take a look at what they propose to have if H.R. 1986 is

passed. REA Express will cease to become the agent of the railroads
and become a customer of the railroads. Railway Express Agency,
Inc., will be a "for profit" corporation engaged in the business of
forwarding shipments via any mode of transportation. It will no
longer act as the agency of the railroads but will be a separately
managed corporation owned by the railroads and operating for a
profit as a freight forwarder in practice. Yet the railroads are will-
ing to lose money on express traffic which will be afforded passenger
train service; and REA would be in a legal position to negotiate with
the railroads for an even lower rate than they now publicly announce
they intend to attempt to live with.
If H.R. 1986 is passed what would stop the railroads and REA

from agreeing to cut the proposed rate in half if the railroads were
willing to underwrite the loss in order to eliminate a great portion of
its motor carrier competition? In my opinion, nothing. This would
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place REA in position to drastically reduce rates for destructive com-
petitive purposes and claim them to be compensatory.
By nature of their plans, their questionable rate-cutting practices

and the insistence that section 557 of the Railway Mail Service Pay
Act be repealed before the new contract goes into effect, it is obvious, to
me, that the success of their overall program depends upon the elimi-
nation of competitive carriers.
Again I say, "when a business has no competition, there is no reason

to keep rates and prices low and quality of service high."
It is my sincere belief that passage of H.R. 1986 will perpetuate

the myth that REA operates as an express company. It is only right
that all freight forwarder operations (REA's included) be subject to
the same Government regulations. Repeal of the subject provision
which would make it legal for the railroads to establish specific rates

intolerable.
If 

only to one freight forwarder, namely REA, is 
If the railroads want to establish REA as a general freight forwarder
I believe it is imperative that legislation be enacted that would
specifically declare REA as a freight forwarder subject to part IV
of the Interstate Commerce Act as are all other regulated freight
forwarders. I know that, in speaking for myself, as well as other
large and small freight forwarders, we do not fear competition if that
competition is subject to the same rules and regulations to which we
are subject. I think it is necessary to our free economic system that
REA Express operate as an express company or become a bona fide
freight forwarder subject to all the regulations to which other freight
forwarders are subject.
Mr. DULSKI. Mr. Hoffman, I am sorry to interrupt you, but we

cannot meet while the House is in session.
Do you want to come back or insert your statement in the record?
Mr. HOFFMAN. I would be very happy to come back, Mr. Dulski, if

I may.
Mr. Dimsict. We have not set a date as yet for the next hearing.
Mr. HOFFMAN. Any date you set would be all right with me, be-

cause if H.R. 1986 is passed, I might not be around very long as a
freight forwarder. So I am willing to spend as much time as neces-
sary to state my case.
Mr. DULSKI. We will inform you of our next hearing date and you

will be our first witness.
Mr. HOFFMAN. Thank you.
Mr. DULSKI. We have a letter from the Post Office Department

saying they need some more time to study the matter, so they will
have something for us in the next few weeks. They would like to
have this letter inserted in the record.
Is there any objection?
[No response.]
Mr. DIMSKI. It is SO ordered.

HOD. THADDEUS J. DULSKI,
Chwirman, Subcommittee, Committee on Post Office and Civil Service, House of

Representatives, Washington, D.C.

DEAR Mn. CHAIRMAN: Reference is made to the bill H.R. 1986, which would re-
peal one of the provisions of the Railway Mail Pay Act of 1916.

Hearings were conducted by your subcommitee on March 8, 1901, at which time
witnesses in support of the bill appeared before your committee. At the close of

OFFICE OF THE POSTMASTER GENERAL,
Washington, D.C., March 14, 1961.
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the hearing on March 8, you stated that the hearing would be continued on
March 16, 1961, to hear officials of the Post Office Department.
In the short time that has elapsed since I assumed the duties of Postmaster

General, I have been unable to formulate a policy with respect to this legislation.
The Post Office Department has not yet filed a report on this bill. It will not be
possible for the Department to file a report on the bill prior to March 16.
I respectfully request that the time for presenting the views of the Depart-

ment on this legislation be extended or that the record remain open for the
receipt of a formal report by the Department on this bill. I will attempt to
formulate a policy with respect to this bill as soon as possible.

Sincerely yours,
J. EDWARD DAY, Postmaster General.

Mr. DuLoll. The subcommittee will now adjourn.
(Thereupon, at 12 noon, Thursday, March 16, 1961, the committee

was adjourned, to reconvene upon the call of the Chair.)





REPEAL OF PROVISIONS RELATING TO THE FUR-
NISHING OF INFORMATION TO THE POSTMASTER
GENERAL BY THE INTERSTATE COMMERCE COM-
MISSION

WEDNESDAY, MARCH 29, 1961

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE OF THE

COMMITTEE ON POST OFFICE AND CIVIL SERVICE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 215,
House Office Building, Hon. Thaddeus J. Dulski presiding.
Mr. DuLsiii. The subcommittee will come to order.
The subcommittee is meeting this morning to continue hearings on

H.R. 1986. The subcommittee will also consider H.R. 5600, an iden-
tical bill introduced by Chairman Oren Harris of the Committee on
Interstate and Foreign Commerce, which has been referred to this
subcommittee.
Our first witness is Mr. Aaron Hoffman, president, Chain Deliveries

Express, who is appearing to complete his testimony. We are sorry
to have inconvenienced you so that you had to come back.
Mr. Hoffman, I imagine, will be probably the only witness we have,

because we have to go back to the House at 111 and we will probably
have to continue our hearings. I am sorry to inconvenience you, but
we cannot meet while the House is in session.

STATEMENT OF AARON HOFFMAN, PRESIDENT, CHAIN
DELIVERIES EXPRESS—Resumed

Mr. HOFFMAN. I completed testimony on the first 13 pages of my
prepared statement on March 16, and also the first line on page 14.
An additional fact to indicate, beyond a doubt, that "express com-

panies," including REA, are inte,nded by the Interstate Commerce
Act to be an appendage, and not a customer, of the railroad industry
is that section 1, paragraph 7, of the act, provides that—
Officers, agents, employees and their families of other common carriers subject
to the provisions of this part—

may receive passes from railroad companies. Those freight for-
warders, who are subject to part IV, may not receive passes from rail-
roads even though they might happen to be railroad owned.
Ample historical data tells us that express companies have, since

their beginning, been agents of railroads. Whether they were in-
dependently owned express companies, or partially or completely
owned and controlled by railroads, they operated as agents for rail-
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roads. The present Railway Express has a status with the railroads
that is no different than the status of the several express companies
prior to the establishment of the present Railway Express Agency
as the sole and exclusive monopoly in the railway express business.
This monopoly was born on August 1, 1938, when the Railway Ex-
press Agency Inc., acquired the Southern Express Co., which was the
only other express company operating at that time. It should be
noted that the Southeastern Express Co. was a company formed by
interests allied with the Southern Railway. Comparatively speak-
ing, the Southeastern Express Co. was a young company in that it
had commenced business as recently as May 1, 1921. It was certainly
no accident that express companies were made subject to Part I of
the act, which is the part that regulates railroads.
The present Railway Express Agency is not only a monopoly in the

express business, but it also operates as a trucking company, domestic
freight forwarder, international freight forwarder, air freight for-
warder, transportation equipment leasing company, freight consoli-
dating company, etc., and still maintains that it should be regulated
as an express company subject to part I of the act. REA has more
operational privileges than any other transportation company in our
Nation's history. And to further substantiate this I would like
to call to this committee's attention a double-page advertisement that
appeared in the March 25, 1961, issue of Traffic World. I have sev-
eral copies here if the members of the committee would like to examine
it. But is essence it shrieks—
Now Railway Express agency has a new name for the most complete shipping

services in the world—REA Express. New name—new methods and equipment—
new low rates—new spirit. That's REA Express—the national and worldwide
truck-plane-ship-train service of Railway Express. It's the simplest way to
ship: with just one carrier—REA—all the way.

Ship anything, anywhere, any time via the REA domestic and oversea net-
work. You ship many commodities at rates comparable to—often lower than
parcel post and so-called low cost carriers.

And now I make special emphasis on the next and last line on this
page:
No other organization can match REA—world's most complete shipping service.

And then with illustrations they show their own equipment over the
highways, tractor-trailers; they also illustrate airplanes, ships, and
railroad cars as means by which they move freight.
I don't believe there has ever been any other company in the history

of our country that has had as many privileges as REA enjoys today.
REA is competitive with every other mode. It does not have to pay

its own way. Yet this is not enough. Now they are begging to be
eligible for Government guaranteed loans.

Earlier this month—March 1961—William B. Johnson, president
of REA, appeared before the House Interstate and Foreign Com-
merce Committee which was conducting hearings concerning legisla-
tion to lengthen the rail loan guarantee program. Mr. Johnson said,
"We ask that we—REA. Express—as part of the railroad family—be
included." There you have it. During the hearing on H.R. 1986 Mr.
Johnson joyously told of how REA is now able to operate more freely
since the railroads no longer dictate to REA with respect to how and
when express traffic shall be moved. He seemed proud and happy to
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report that the railroads had given REA permission to move their
freight anyway they want; even if it means withdrawing all express
traffic from the railroads. Even its name was changed from Railway 

iExpress Agency to REA Express. REA apparently s trying to create
an image" for the general public. REA seems to be trying des-
perately to have the public disassociate it with the railroads. At the
same time REA appeals to have Congress associate it with the rail-
roads when it is to REA's advantage, such as in the case of Govern-
ment guaranteed loans.
This seems to be the modern way to play the old game of "hide and

seek" on a high corporate level.
As an operator of an independent freight forwarding company. I

charge the lowest possible rates consistent with good service and our
ability to pay our underlying carriers compensatory rates for line-
haul carriage. I am not an attorney; I am not an expert on parcel-
post costs; I only know the obvious and how certain conditions can
affect my company and other companies like it; I have a generally
clear understanding of business practices and the law of supply and
demand. I know there is no need to knock yourself out to provide
good service to the public where no competition exists.
My previous statements regarding the subsidy of Railway Express

Agency by the postal department, which in turn is subsidized by the
taxpayers, is much better described in a public letter from Senator
Olin D. Johnston, chairman of the Senate Post Office and Civil Serv-
ice Committee, addressed to Mr. J. Edward Day, the new Postmaster
General. This letter was made public January 26, and was repro-
duced, in major substance, in the February 4 issue of Traffic World
magazine. Senator Johnston's letter states:
The record is quite clear that overpayments to the railroads resulting from

the nonenforcement of this law—section 557—amount to $100 million a
year * * * I feel that a repeal of the law at this time would only admit the
subsidy.

I request, Mr. Chairman, this publication of Senator Johnston's
letter to Postmaster General Day be incorporated in the record, and
I submit it to you for this purpose.
Mr. DULSKI. Has it been printed in the record before?
Mr. HOFFMAN. No, sir, I think this is the first mention of it.
Mr. DumsKi. Is there objection ?
(No response.)
Mr. DIMSKI. It is SO ordered.
Mr. GROSS. The letter was made public on January 26 of this year?
Mr. HOFFMAN. Yes, the letter was made public on January 26 of

this year. The actual letter was written previously to that. I don't
know the date.
Mr. GROSS. The letter has not appeared in any other hearings?
Mr. HOFFMAN. That is correct.
(The document referred to is as follows:)

[From the Traffic World, Feb. 4, 1961]

SENATE COMMITTEE HEAD SUGGESTS WAYS To CUT POSTAL SERVICE COSTS

Until a clear picture of such public service costs of the postal system as trans-
portation costs is achieved, it will not be possible to set future postal rates intel-
ligently, the chairman of the Senate Post Office and Civil Service Committee,
Senator Johnston of South Carolina, has declared.

66938-61 8
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In a letter to J. Edward Day, Postmaster General, made public January 26,

Senator Johnston said such costs should be fully ascertained before the pos-

sibility of a postal rate increase, as President Eisenhower requested in his imal
budget message (Traffic World, Jan. 21, P. 21).
Senator Johnston referred to the section of the Postal Policy Act of 1958

detailing the public services to be costed out on a "total loss" basis and to be
paid from the general funds of the Treasury Department, and then said:
"I have seen varying estimates concerning the postal deficit for 1961. Assum-

ing a deficit of approximately $900 million, I would urge that at least $300 mil-
lion of this amount be set aside as a public service pursuant to law and so
presented to the Appropriations Committees of the Congress. Without a clear
resolution of this controversy involving public services, the setting of future pos-
tal rates is impossible because we wind up with nothing but confusion con-
founded insofar as basic costs and the rate formula in the 1958 law are con-
cerned. * * *
"Once the matter of full adherence to the 1958 law is accomplished, I would

urge you to give some careful consideration to other well-known subsidies exist-
ing in the postal service, as well as economics that might be achieved in the near
future. There are at least $200 million in subsidies which should be spelled out
and recognized for what they are and should not constitute a charge against
the various mail users.

ATTACK ON ICC

"I have in mind, first of all, the subsidy arising from the refusal of the Inter-
state Commerce Commission to enforce the Railway Mail Pay Act of 1910. The
law is unequivocal in its requirement that the Postmaster General need not
pay the railroads a higher rate for carrying second-, third-, and fourth-class mail
than the railroads receive for carrying railway express matter.
"The record is quite clear that overpayments to the railroads, resulting from

the nonenforcement of this law, amount to about $100 million a year. In all fair-
ness, it should be pointed out that former Postmasters General have attempted
to comply with this law but their efforts have been consistently nullified by the
ICC. I feel that a repeal of the law at this time (as ICC proposes) would only
admit the subsidy. I doubt very much if the railroads, in their present economic
plight, could withstand this kind of downward adjustment. I certainly would
not support it. Nevertheless, this annual subsidy to the railroads should be set
aside, so identified, and not be imposed as an additional charge on mail users.
"The second subsidy involved is that to Railway Express Agency (wholly

owned by the railroads), involving the unwieldy limitations on parcel post
weight and size. Public Law 82-199, enacted in 1951, substantially curtailed
permissible weight and size of parcel post. This was done in an endeavor to
bolster the sagging volume of Railway Express shipments. Early in 1954 the
Post Office Department testified that its net loss in revenue directly resulting
from this new act amounted to $73 million annually. I am confident that, with
the postal pay increases enacted since that time, this subsidy has risen to at
least $100 minion annually.

"LAw A FAILURE

"One has only to consult the recent record before the House Post Office and
Civil Service Committee on H.R. 7055 to know that the weight and size limita-
tion (Public Law 82-190) has been a failure. Fourth-class mail prices have been
more than doubled since 1951. Parcel post volume has declined. Similarly, the
volume and revenue to the Railway Express Co. have continued to diminish.
The volume of Railway Express shipments reached a peak of 235 million in
1946 and declined to 82 million in 1951.
"After the enactment of Public Law 82-199, in 1951, the volume increased

slightly to around 92 million shipments, but today it is less than 64 million ship-
ments. If unwieldy limitations on weight and size of parcel post are continued,
as is a probability, then this annual $100 million subsidy to Railway Express
should be clearly identified as a subsidy and not included as part of the total
deficit to be recovered from mail users."

Senator Johnston suggested four possibilities to cut costs of the postal service.
One was possible elimination of postmarks, using instead self-canceling stamps.
Another was a speedup in the use of machines and more modern facilities in
large post offices. The third was a possible system of credits for differential
pricing in second- and third-class mail.
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CHANGE IN TRANSPORTATION

The fourth had to do with transportation, about which the Senator said:

"It has long been a matter of concern to me that the Post Office Department

has apparently been unable to utilize the Nation's several transportation facili-

ties to reasonably adequate advantage.
-American business has fully realized that each means of transportation has

its own peculiar value and advantage. Business has dovetailed the various

transport media into a competitive and correlated distribution pattern of high

efficiency and economy. I do not believe the Post Office Department has given

its problem of mail distribution similarly businesslike analysis.

"Better utilization of transport facilities by the department would undoubt-

edly reduce the alleged postal deficit and such subsidies as may be currently in-

volved."

Mr. HOFFMAN. I hesitate to add additional material and take the
time of the committee, but day by day so much new information comes
forth that some of it was too late to be included in my prepared state-
inent.
This newspaper article was brought to my attention too late for in-

clusion in my prepared statement, and it has an interesting bearing on
the testimony of Mr. William B. Henderson, of the Parcel Post As-
sociation, on March 16, 1961. At that time he indicated, because
REA losses were being subsidized by the Postal Department, parcel
post was being squeezed out of existence. To further substantiate
this, it should be noted in this record that Postmaster General J.
Edward Day personally advised the House Appropriations Com-
mittee that parcel post might be priced right out of the market if
extremely drastic increases were made effective. In my opinion, an
extremely drastic increase in parcel post rates would be necessary to
-offset the $100 million a year subsidy REA is presently re-
ceiving, if parcel post were to be placed on a pay-as-you-go basis as
required by law. It seems to me that if this situation gets out of hand,
our legislators could be faced with a choice of whether or not the
parcel post service should be discontinued. I believe it is obvious
that should it be necessary to make a choice between the continued
existence of parcel post and REA, there would be no doubt that the
public interest would be best served by preserving parcel post, be..
cause there are more than sufficient numbers of motor carriers, freight
forwarders, railroads, et cetera, who would, in conjunction with parcel
post7 offer the public a more complete coordinated transportation
service than could be offered by REA, even if REA were granted all
the legislative help it would have us believe it needs.
Mr. GROSS. Mr. Hoffman, is that a quotation from the Postmaster

General, or from the hearing record of the Subcommittee on Post
Office and Civil Service?
Mr. HOFFMAN. No, sir, this is not a direct quote; it is information

taken from a newspaper article that appeared in Women's World
Daily, the issue of March 21, 1961, which describes what happened at
the hearings.
I have stated in detail that I am opposed to passage of H.R. 1986

because of the destructive effect it will have on freight forwarders
and motor carriers. However, the President of REA has in his testi-
mony before this subcommittee on March 8, 1961, given us all the
(dearest, and easiest to understand, reasons why it is not necessary
to pass H.R. 1986 in order to give the express agency the fullest op-
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portunity to develop a sound basis of payment to the railroads and to
"free the hands of the railroads and the express agency."
Most businessmen have always believed that what REA has al-

ways needed is not special legislation and preferred treatment, but
good management. REA has had good management ever since
William B. Johnson became its president in March of 1959. Mr.
Johnson is a very capable administrator and executive. He has made
tremendous strides in reducing REA's overhead and the railroad's
deficit. It should be noted for the record that he did it with the sub-
ject provision still on the books. This new, efficient, able management,
according to Mr. Johnson, has cut the railroads' out-of-pocket ex-
press deficit by $30 million—from $40 million—over a period of less
than 22 months. I say, "Why change an arrangement that is work-
ing so well ?"
To further emphasize the significance of the admirable job that

REA's new management under the guidance of Mr. Johnson has
performed, it should be noted that the New York Central Railroad
alone lost $11 million carrying REA's freight in 1958. One railroad,
the New York Central, lost $11 million carrying REA freight in
1958, and now for the year 1960 the total overall out-of-pocket deficit
on express of all the railroads in the country was only a little over
$10 million. Personally, if my business had been able to show such
marked progress in 22 months, I would not make any changes
in my management setup. Imagine, after reducing the railroads' out-
of-pocket express deficit by $30 million over a period of 22 months,
the railroads and REA wish to change this well-working arrange-
ment.
I can think of no reason other than to engage in illegal destructive

competition to eliminate freight forwarders and trucking companies
that they would urge passage of H.R. 1986.
I know the managements of REA and the railroads are capable.

I seriously doubt they would deliberately change a well-working
arrangement except for an ulterior motive. It appears obvious that
if REA, under its present arrangement with the railroads and the
continued existence of the subject provision on the books, can continue
in the next 12 months to make the same average gain it has made in
the past 24 months

' 
the railroads and REA will be well in the black.

REA has in the past 2 years reduced its deficit by $30 million, or an
average of $15 million per year. In 1960 the railroads experienced a
deficit of only $10 million. This means that with the same rate of
progress the railroads will realize a minimum profit in 1961 of $5
million for the hauling of express freight on the basis of the present
working arrangement, and with section 557 still on the books.
At the present rate of progress it is clear that REA will be a

"profit-making agency of the railroads" in less than a year even if
section 557 remains on the books.
It is a significant fact to my argument that the present low rate

policy of REA to the public is a"gimmick" and has been put into
effect only as a means to take traffic away from competitors regard-
less of cost; that only 6 months after the contested so-called incentive
rates on wearing apparel—the subject of I. 8-, S. Docket 7304—went
into effect, REA added a surcharge of 20 cents per shipment to all
less-than-carload shipments. REA apparently has gone all the way
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"down the ladder" in reducing its rates and charges, but intends to
gradually increase them again to the point where they will be compen-
satory to REA and the railroads. In the meantime, the reductions are
-so drastic that many of its competitors will be forced out of business
and will be financially unable to get back into the transportation
business when REA's rates are finally raised to a compensatory level.
It should be of interest to this committee that previous to REA's

drastic reduction of charges on wearing apparel, my company had
the lowest charges-available—except for parcel post—from New York,
N.Y., to points south of Washington, D.C., and north of Atlanta, Ga.
'Then REA made reductions amounting to 47 percent, which in some
cases amount to as much as $1.50 less on a single 50-pound shipment
than my company's rates which had previously been the lowest avail-
able. Gentlemen, my company does not make $1.50 on 50-pound
-shipments to these points. It is not possible for us to even attempt
to meet this unrealistic competition. Unrealistic because REA pres-
ently is not required to pay the railroads anything at all for line-haul
-transportation.
One might suppose this arrangement is less preferable to me and

-other REA competitors than the one which they desire which will os-
tensibly require REA to pay a specified rate to the railroads whether
REA "has it or not." If this provision of the new contract goes into
effect it will be no protection to freight forwarders whatsoever, because
there is no guarantee that REA and the railroads will not agree on even
lower rates than they announce and propose to put into effect on July
11, 1961. This could come about if the railroads are willing to invest in
-the destruction of their competition.
I ask, "Does this sound like free private enterprise?" I repeat, I

,do not fear competition by large or small companies provided that
,competition is subject to the same rules and regulations to which I
:am subject.

There have- been comments in this proceeding that it is desirable to
have a nationwide small shipment service wider one management.
Apparently it is hoped that members of this committee will believe
REA is the only company which could provide this nationwide serv-
ice. A number of large freight forwarders have nationwide author-
ity and operate in private enterprise. Economics have prevented them,
as well as REA Express, from being able to provide a regular service
to every point in the country. I believe it is a fact that parcel post
is the only transportation service that is providing service on a nation-
-wide basis. REA does not provide pickup and/or delivery service
to thousands of communities in the continental United States. I am
sure the freight forwarding companies who have nationwide author-
ity would not hesitate for a moment to expand their scheduled service
to all points now covered by REA if they were to be accorded the
same preferred service, rates, and privileges as are presently available
to REA. It is also a fact that many motor common carriers offer
joint service with through rates to virtually every point in continental
United States.
Mr. Johnson mourned that REA can no longer fall back on the

treasury of the railroads. Who then will make up the difference to
the railroads between what REA will pay them and what it will cost
them to haul express freight?
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I would also like to correct Mr. Johnson's testimony with regard
to the impression that he conveys that his company is 122 years old.
The Railway Express Agency, the corporation we know tody, is only
33 years old and was organized in 1928. It is true that other express
companies existed previously to 1928.

Witnesses testified previously on behalf of the 32,500 employees of
REA. I doubt that any REA employees will lose their jobs if H.R.
1986 is not passed, but a tremendous number of employees of freight
consolidators, warehousemen, trucking companies and freight for-
wards will lose their jobs if H.R. 1986 is passed and REA's plans
succeed.
We might note here that if the 19,000 motor carriers—and the 19,000

figure is Mr. Johnson's—have an average—if they have an average of
10 employees per company, including office employees, clerical, drivers,
et cetera, we are then pitting 190,000 jobs against 32,500 jobs.
Much was said about the troube REA is having in trying to com-

pete with parcel post. It was stated that parcel post rates were so
low that they cannot compete. Then I ask for an explanation of the
advertisement REA has been running in newspapers with headlines
announcing
Now you can ship wearing apparel via the new REA Express at half the cost
of parcel post.

A reproduction of this advertisement has previously been put into
the record of this hearing.
There was also comment before this committee regarding Public Law

199, which is known to have been passed for the express purpose of
helping the express agency. Is Congress to be the benefactor to whom
REA can come and cry whenever past favors do not live up to expec-
tations?
Now I will comment on a phase of this situation which, were it not

so serious, would be amusing. Mr. Johnson stated on March 8 that
since October 1, 1959, his company has been vigorously reducing its
rates but "always keeping them at a compensatory level." Compensa-
tory to whom? To the railroads? To REM When these reduced
rates went into effect, as at present, REA had, and has, no underlying
cost with regard to transportation via rail. Mr. Johnson stated that
under the present arrangement with the railroads REA can neither
lose nor make money. How then can anyone determine what is a com-
pensatory level for REA's rates and charges, especially when it is
common knowledge that the higher rates were $40 million less than
compensatory?
Mr. Johnson further stated:

it's unlawful to create destructive competition by pricing transportation serv-
ices at less than out-of-pocket cost.

Yet the REA ratemaking department went ahead and reduced its
rates knowing that the rates they already had in effect were not com-
pensatory. Gentlemen, in my opinion Mr. Johnson has very clearly
admitted that his company is engaged in unlawful destructive compe-
tition.

It is true that under the present working arrangement between the
railroads and REA,  a regional vice president cannot be disciplined or
praised for producing a loss or profit as such. However, a simple
mathematical procedure can determine the ratio of a region vice presi-
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dent's expense with relation to the amount of traffic moved through
his region. Competition between various regions and districts could
easily be set up on an incentive basis with regard to which region can
operate on a lower ratio of expense to traffic. Bonuses, promotions,
salary increases, etc., could easily be based on this type of ratio com-
petition. This method of creating incentive is presently widely used
in business throughout the country.
I also take .,xception to statements made previously before this

subcommittee regarding the threat of "nationalization' of REA. I
do not believe the express agency would need to be nationalized if
the railroads would decide to discontinue its operation. Back in
1959 when it was thought the railroads would cease to operate the
express agency, several business organizations made bids to buy
the express agency. One was headed by a large New York City
investment company, and the other was, and is, active in the freight
forwarding business. Nevertheless, I am sure the express company
will continue to be operated by the railroads whether or not H.R.
1986 is passed. I am equally sure that should the railroads want to
give up operating the express company, it would not be difficult to
find someone other than the Government willing to operate it, in view
of the fact that it has been proven that the only thing REA has
lacked over the years was good efficient management. In my opinion,
the threat of "nationalization" is to be taken lightly.
I was not sure of the number of motor common carriers in the

United States, and I appreciate Mr. Johnson's fixing that figure at
19,000 carriers. I agree that at least 75 percent of the 19,000 motor
common carriers haul small shipments. I will wager that at least 75
percent of that 75 percent will quickly go out of business if they must
depend on REA's benevolence for small shipment traffic. Benev-
olence is exactly what they will be dependent on if REA's plan for
a single management to handle the small shipments in this country
succeeds.

Also, the 87 freight forwarders who handle small shipments will,
without a doubt, be immediately put out of business if REA is suc-
cessful in setting itself up as the "single management" referred to
in the speech of January 12, 1961, before the Atlantic Shippers' Ad-
visory Board. Actually, if REA can set itself up as a successful gen-
eral freight forwarder, I can see no need for the continued existence
of the presently acknowledged freight forwarder industry, as far as the
railroads are concerned. Why should the railroads want to do busi-
ness with independently owned freight forwarders if they can have
a successful freight forwarder of their own?
I was happy to hear Mr. Johnson state for the record that he has

no interest in monopoly. Unfortunately, I was not relieved, because
whether or not it was the original plan to create a monopoly, it ap-
pears obvious that a monopoly will result if H.R. 1986 is passed and
REA and the railroads are successful with their plans regarding
the "oversupply of competing services."

It can be said that the courts of this country will most certainly
break up such a monopoly if it comes into being. This is true. How-
ever, by the time the courts get around to breaking up a monopoly
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in the transportation business, thousands of campanies will have been
forced out of business and will be unable to raise the necessary
finances needed to resume operations after such a monopoly has been
broken up by the courts. This is why I maintain that by not passing
H.R. 1986 the Congress of the United States will have helped to pre-
vent this threatened catastrophe.
A spokesman for REA stated that section 557 could be imple-

mented only by "looking backward"; that any determination would
have to be retroactive. There is nothing impractical about such a
determination. Retroactive determinations are common, everyday
practice in business and government. When the railroads recently
received an increase for handling parcel post, the increase was retro-
active. I can see no reason why the provisions of section 557 could
not or should not be applied retroactively if desired. Also too re-
cently to be included in my prepared statement is information
that only became public on Monday, March 27. I have here a pre-
pared comparison showing what the Post Office Department and
REA are paying the railroads. It indicates the Post Office
Department is paying the railroads at least twice as much as
REA Express for similar railroad transportation service. Now this
is strictly line-haul from point to point, and it is my understanding
that where terminal operations are required by the Post Office De-
partment, additional revenue is given to the railroads for such termi-
nal services.
The information compiled herein is from statements made by C. W.

Bock, chief cost accountant of REA Express, in ICC Docket I. & S.
7304, and also by Mr. Robert A. Navin, assistant comptroller of
REA Express, in IOC Docket I. & S. 7304.
In essence, on the basis of a 60-foot car, REA's payment is 44.78

cents per mile, whereas the Post Office Department is paying the rail-
roads, on the basis of a 60-foot car, 101.93 cents per mile in the East,
and 93.11 cents per mile in the South and West. Incidentally, I
understand that 93.11 cents per mile is the maximum rate that the
ICC has prescribed. The ICC normally prescribes a maximum rate
between the Post Office Department and the railroads, and the Post-
master General then has the privilege of negotiating in the attempt to
get a lower rate.

Since I am not an expert in statistics like this, I am sure someone
from the Post Office Department would be able to explain the techni-
calities of this comparison better than I, but we have here that on an
average lading per thousand cubic foot miles REA's payment to the
railroads is 23.18 cents • the Post Office in the East pays 52.76 cents,
and in the South and the West, 48.19 cents.
I request permission, Mr. Chairman, to have this comparison chart

made a part of the record.
Mr. DULSKI. Any objection?
(No response.)
Mr. DULSKI. It is so ordered.
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(The document referred to follows:)

Comparisons showing Post Office Department is paying the railroads at least
twice as much as REA Express for similar railroad transportation service
(line haul of storage cars)

Post Office Department payment
Service unit REA payment

East South and West

60-foot car 44.78 cents per mile. 101.93 cents per mile___ 93.11 cents per
Per car foot mile .7463 cents 1.6988 cents 1.5518 cents.
A 2 23.18 cents per 1,000 cubic

foot miles.
52.76 cents 48.19 cents.

B 3 11.85 cents per 1,000 cubic
foot miles.

26.97 cents 24.63 cents.

I Post Office payments based on rates of payment under space-used rules, Sept. 1, 1960. Verified state-
ment of witness Robert A. Navin (REA Express) ICC Docket I. & S. 7304. ICC Docket No. 33549
prescribed a rate of 93.11 cents rer Tr lb for 69-foot storage cars.

2 Assuming 32.2 cubic feet per foot of car, a 60-foot car has 1,932 cubic feet. (Reference: C. W. Bock, chief
cost accountant, REA Express, in ICC Docket I. & S. 7304, states that 32.2 cubic feet per foot of car is
"average lading" of a car, and that, starting July 1, 1961, REA will pay the railroads on the basis of .7463
cents per car foot mile.)

3 Assuming 63 cubic feet per foot of car, a 69-foot car has 3,780 cubic feet. (Reference: Verified statement
of Robert A. Navin, assistant comptroller of REA Express, ICC Docket I. & S. 7304.)

NoTE.—The figures on each line are comparable and the only figures comparable. To be comparable
the basis of comparison must be the same.

Mr. HOFFMAN. One further comment on this: This evidence, inas-
much as the information in this comparison was provided by the Rail-
way Express Co., proves there is no reason why the rate paid by REA
to the railroads cannot be easily determined and applied, and I think
REA has given us evidence that negates the comments that section 557
could not be implemented.
I found it most revealing in Mr. Johnson's testimony that a set of

facts regarding compensation by REA to the railroads under the
present agreement would never be made available because the rail-
roads can't afford to add to their present deficit and haul mail for
less than rates fixed by the Commission. To me this appears to be
withholding evidence, to say the least, especially in view of this com-
parison chart.
With regard to the cry that repeal of this provision won't cost the

post office or, for that matter, anybody a nickel. I maintain that it
will cost thousands of transportation companies their entire business,
and their employees their jobs.
It has been stated that, since the railroads own the express com-

pany, it should be a matter of their own business what they will
charge their own company for transportation. It should be noted
for the record that there are several large nationwide freight for-
warding companies that are either owned outright or controlled by
railroads. The law requires that these railroads charge their on
freight forwarding companies the full tariff rate they are required
to charge any other freight forwarder or private shipper. This is
one more unfair privilege that REA has over other freight forwarder
operations.
I believe it is contrary to the public interest to allow one company,

because of special privilege, to become such a giant as to be able to
force competitors out of business. Again I reiterate that freight
forwarders can compete with other freight forwarders if they are
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all subject to the same rules and regulations. By nature of its opera-
tion REA express is clearly a freight forwarder without the restric-
tions of a freight forwarder.
In summary, I repeat that William B. Johnson, president of REA

Express,..has stated the best reasons for not passing H.R. 1986.•In
less than 2 years his management team has reduced the railways'
deficit for hauling express freight by $30 million, from a deficit of
$40 million in 1958 to a deficit of only $10 million in 1960. If this
rate of progress is continued the railroads will experience a profit
,of $5 million on express traffic in 19.61—all this under the present
arrangement between REA and the railroads.
There is clearly no need for passage of H.R. 1986, for the reasons

'stated. It will not do anything to help REA to realize and develop
a practical method of payment to the railroads. Also, as I previously
stated, employee incentive on the basis of a ratio of expense to traffic
handled, easily can be set up with the present arrangement.

It is apparent that it is in the best interest of REA and the rail-
roads, as well as the general public, that H.R. 1986 not be passed. The
railroads, after 33 years of losing millions on express traffic, should
not be permitted to destroy the arrangement that has nearly elimi-
nated the .deficits in fewer months than they have continued in num-
ber of years.
In closing, let me add that with the provisions of section 557 remain-

ing on the books, and with REA's present rate of progress, REA may
soon be paying to the railroads greater revenue than that which the
railroads presently receive for hauling parcel post. This cannot
haPpen if H.R. 1986 is passed.
Mr. DULSKI. Thank you, Mr. Hoffman. As you know, the House

is meeting today at 11 o'clock, and there are quite a few questions
that I have listed to ask you. You have a long statement, and I have
Made some notations, but as long as the House will be in session at
11, we will have to have another meeting, and I would like to ask
some questions of you at a later date, at the call of the Chair.
Mr. ITOFFMAN. I would be very happy to come back and answer any

'questions.
Mr. lltri-,SKI. Thank you very much, and I am sorry. Well, I need

not make any apology; I think you know that the House meets at
11 o'clock, so the meeting is adjourned.
(Thereupon, at 10:50 a.m., the committee was adjourned, to recon-

vene upon the call of the Chair.)



REPEAL OF PROVISIONS RELATING TO THE FURNISH-
ING OF INFORMATION TO THE POSTMASTER GEN-
ERAL BY THE INTERSTATE COMMERCE COMMISSION

FRIDAY, APRIL 14, 1961

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE OF THE

COMMITTEE ON POST OFFICE AND CIVIL SERVICE
'W ashing ton,D D.C.

The subcommittee met, pursuant to notice, at 9: 30 a.m., in room
21.5, House Office Building, Hon. Thaddeus J. Dulski presiding.
Mr. DuLsKi. The subcommittee will come to.order.
This morning the subcommittee is convened for the •fourth day of

hearings on H.R. 1986 and H.R. 5600.
The chairman of the full committee has been informed that the

Postmaster General will send an official recommendation for postal:
rate adjustments to the Congress in the immediate future. As
previously announced by the chairman in executive session on March
7, hearings will be scheduled on the official recommendation as soon
as possible. The hearings undoubtedly will require the full time and
attention of the committee, and the use of the committee room, for
a, considerable period of time.
Under these circumstances, it is imperative that subcommittees

presently considering individual bills, including this subcommittee,
proceed with dispatch to complete public hearings on the bills be-
fore them. Therefore, this subcommittee will conclude its public
hearings with today's session and then adjourn subject to the call
of the Chair.
Witnesses scheduled in the regular order, pursuant to timely re-

quest, will be heard first. They are Mr. Frederick C. Freund of
the American Trucking Associations, Inc. Acting General Counsel
Louis C. Doyle of the Post Office Department, and Mr. William B.
Johnson of the Railway Express Agency. If time then permits,
we will also receive testimony from Mr. William E. Hastings of the
Greyhound Corp. and Mr. Warren A. Goff of. Transcontinental Bus
System, Inc., representing the National Trailways Bus System, whose
requests to be heard were received only within the last 48 hours. To
conserve time in the interest of accommodating all witnesses so far
as we can, it is suggested that the witnesses be allowed to complete-
their prepared statements without interruption, subject to such later
questions as the members may have.
If ,time does not permit completion of the statement of any wit-

ness, the remainder, without objection, will be inserted in the printed
record of these hearings.

119
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I also have statements to be inserted in the record. One is from
Hon. Jacob H. Gilbert, Member of Congress; Mr. A. W. Koehler,.
secretary-manager of the National Association of Motor Bus Own-
ers; Mr. William F. Chase, president of the Chamber of Commerce
of Greater Pittsburgh, Pa.; and Mr. Robert E. Vantine, chairman
01 the National Retail Merchants Association Transportation Com-
mittee, New York City.
(The statements follow:)

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,
Washington, D.C., March 21,1961.

Hon. THADDEITS J. DTJLSKI,
Chairman, Special Subcommittee,
House Post Office and Civil Service Committee,
Washington, D.C.
DEAR TAD: I wish to express my interest in H.R. 1986 which I understand is

now before your special subcommittee. I believe this is identical in intent to
H.R. 7055 which was the subject of extensive hearings last year, when I was a
member of the House Post Office and Civil Service Committee.
I am in favor of H.R. 1986 and trust that it will receive favorable consid-

eration.
Thanking you for your kind attention, and with kindest personal regards,.

I am,
Sincerely yours,

JACOB H. GILBERT, Member of Congress.

NATIONAL ASSOCIATION OF Moron Bus OWNERS,
Washington, D.C., March 30, 1961,

Re H.R. 1986.
HOUSE COMMITTEE ON POST OFFICE AND CIVIL SERVICE,
House Office Building,
Washington, D.C.
GENTLEMEN: The captioned bill would repeal section 557 of title 39 of the

United States Code. The National Association of Motor Bus Owners is opposed
to repeal of section 557. Since the association will not be presenting a witness
to appear at the hearings on this legislation, which we understand closed on
March 29, 1961, it is respectfully requested that this letter be incorporated in
the record in lieu of testimony.
NAMBO is the national trade association for the intercity motorbus industry.

It serves as spokesman for nearly 1,000 carriers which account for about three-
fourths of the intercity motorbus transportation in the United States. The
intercity bus industry serves all of the major cities in this country. It furnishes
the only means of public passenger transport in thousands of communities
which, for economic reasons, the railroads and airlines do not serve. The bus
industry also supplies the only package express and first-class pouch mail serv-
ice in many of these communities.

Section 557 empowers the Post Office Department to ascertain the costs to
rail carriers of the transportation of express by express companies. It author-
izes the Postmaster General to scale down mail payments to railroads where
they exceed express costs. The statute assumes that the transportation of
express is comparable to the transportation of non-first-class mail. The experi-
ence of NAMBO's members confirms the fact that these services are comparable.
The effect of this statute is to require mail rates to approximate express

costs. This enables the Post Office Department to protect itself from making
payments for mail transportation by the railroads which are used to subsidize
express companies.
The U.S. Government should not be in the position of making mail payments

to railroads which may be used to subsidize express operations by the Railway
Express Agency or any other express companies.. Such subsidization would
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be contrary to the national transportation policy (49 U.S. Code preceding secs.
1, 301, 901, and 1001) and would place an improper burden on the budget of
the Post Office Department.
The bus operators forming the membership of NAMBO compete with the Rail-

way Express Agency for express traffic. This express business furnishes the
revenues to the bus companies which are essential to their survival. The fares
paid by passengers on regularly scheduled bus operations are insufficient to meet
expenses on most of the routes operated by bus companies. For this reason
continuation of essential regular route service, often the only public transporta-
tion service available in smaller communities, depends upon revenues from ex-
press as well as mail and charter operations. These revenues would be jeop-
ardized by any device which would enable the Railway Express Agency to
cut its rates below cost and uneconomically extend its operations to commu-
nities not now served. The agency could engage in such unfair competitive
practices if its losses were underwritten by the railroads through the use of
mail pay. The result would be that many essential bus operations would be
forced out of business and the public deprived of needed passenger and charter
services.

For the foregoing reasons NAMBO urges this committee not to approve any
legislation which would open the door to possible subsidization of the opera-
tions of the Railway Express Agency by mail payments made to railroads. Since
H.R. 1986 would remove one of the safeguards against such unfair competition
and misuse of mail revenues, it is vigorously opposed by NAMBO.

Very truly yours,
A. W. KOEHLER,
Secretary-Manager.

PITTSBURGH, PA., April 3, 1961.
'Hon. Tom MURRAY,
<Chairman, Post Office and Civil Service Committee,
_House Office Building, Washington, D.C.

Greater Pittsburgh Chamber of Commerce, representing members throughout
- western Pennsylvania, urges prompt support H.R. 1986, repealing certain oh-
solete provisions of Railway Mail Pay Act pertaining to furnishing revenues
6derived from express service. Without prompt enactment of this legislation
'future of REA Express would be seriously jeopardized to detriment of mem-
..bers.of.shipping public this area and entire United States.

WILLIAM F. CHASE,
President, Chamber of Commerce of Greater Pittsburgh.

NATIONAL RETAIL MERCHANTS ASSOCIATION,
New York, N.Y., April 11, 1961.

'HOD. THADDEITS J. DULSKI,
#Chairman, Subcommittee Post Office and Civil Service Committee, House of

Representatives, Washington, D.C.
DEAR CHAIRMAN DULSKI : The Traffic Group of the National Retail Mer-

chants Association, which association represents some 11,500 department and
specialty stores, at their meeting on January 9, 1961, voted to approve the
elimination of section 557 of the Railway Pay Act of 1916 as proposed by H.R.
1986.
These stores represent the largest users of railway express service in the

,country and feel that this particular provision of law militates against the
.continuance of railway express service to its members. We urge passage of
_H.R. 1986.

Sincerely yours,
ROBERT E. VANTINE,

Chairman, NRMA Transportation Committee.
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STATEMENT OF FREDERICK G. FREUND!, DIRECTOR OF TRAFFIC,

AMERICAN TRUCKING ASSOCIATIONS, INC., AND EXECUTIVE
DIRECTOR, NATIONAL MOTOR FREIGHT TRAFFIC ASSOCIATION,

INC.

Mr. FREUND. My name is Frederick G. Freund. I am director of
traffic, American Trucking Associations, Inc., and executive director,
National Motor Freight Traffic Association, Inc. I have been em-
ployed by American Trucking Associations for approximately 12
yea rs.
I appear here today for the American Trucking Associations, Inc.,

a federation of State trucking associations, representing all forms of
motor transportation of property.
I appear in opposition to H.R. 1986 which would repeal the provi-

sions of section 557, title 39, United States Code. This provision
reads:
The Postmaster General shall, from time to time, request information from

the Interstatae Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation of
mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General.

In enacting section 557 the purpose of the Congress was to obtain
for the public for the transportation of second-, third-, and fourth-
class mail matter the same treatment, pricewise, as that received by
the express companies from the railroads for a comparable service.
Long and careful consideration led the Congress to the conclusion

that such mail and express traffic are physically identical, and the
transportation problenris surrounding the one are comparable to those
surrounding the other. This compatability was recognized by the
Interstate Commerce in its decision in Re Express Rates, 1913-26
I.C.C. 132, at page 139.
* * * express service is radically different from the service performed by

the railroads in the carriage of passengers and property and is more precisely
comparable with the service performed for the public by the Post Office
Department.

This compatability and the competitive nature, of the two services
has, long been recognized by the Railway Express Agency.
From the very beginning railway express service has been in com-

petition with non-first-class mail service. At one ;time the express
companies held themselves out as carriers of first-class mail but that
attempt was stopped by court action. Congress was ,well aware of
this cOmpetitive situation when it enacted the Parcel Post Act of 1912.
Congress was also fully aware that the public interest had to be

protected against undue preference for express matter as against
mail matter. Congress believed that it, was providing such protection
against undue discrimination when it enacted section 557. The Inter-
state Commerce Commission recognized this in Express Contract
(1920, 59 ICC 518, 523, 552) where the Commission said:
The carriers are insistent that they shall be fully compensated for the cost

of the mail service, including a 5.75-percent return upon investment. They
are not insistent, however, upon the same result in the ease of the other two
services (passenger and express).
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The contrast in this respect between_ the mail _ and express services is very
sharp. These two services are to a considerable extent in competition with
each other * * *. In the case of the mails, as above indicated, they have been
and are both insistent and persistent in endeavoring to obtain full compensation
based upon a cost analysis. In the case of the competitive express service
there has been no such endeavor. On the contrary, under their contract with
the American Railway Express Co. the railroads in effect assumed the finan-
cial risks of the express business and agreed to compensation of an indefinite.
and uncertain character for . their services without undertaking to ascertain
or estimate the costs.

Commissioner Eastman in his dissenting opinion in Railway Mail
Pay (1928, 144 ICC 725), also commented on this practice when he
stated at page 727:

It is not "fair" in my opinion for the railroads to demand full compensation
from the Government for the carriage of the mails when they make no similar
demand upon the competitive express serv ice.

Despite the fact that postmaster generals have on a number of occa-
sions performed their statutory duty by requesting information from
the Interstate Commerce Commission, section 557 has never been com-
plied with. As a matter of fact, it is our understanding that the Com-
mission has consistently denied that it has any obligations or duties to
perform under the section.
The Interstate Commerce Commission in its testimony in connection

with H.R. 7055 on June 15, 1960, before the Committee on Post Office
and Civil Service, House of Representatives, 86th Congress, stated, in
effect, as reason for declining to grant the request of the Postmaster
General, that section 557 does not place upon the Commission either
the duty or mandate to make an investigation and study of the present
operations of the railroads and the Express Agency in connection with
the transportation of express matter and the revenue derived from
such transportation for the purpose of formulating rates and, further,
that the section-557—does not contain any direction to the Commmis-
sion from the Congress to do so.
This reasoning is difficult to follow. The statute reads that the

Postmaster General shall request information from the Interstate
Commerce Commission. It .must be assumed that Congress was not
performing a vain act in directing the Postmaster General to make
the request., and it must necessarily follow that they intended the
Interstate Commerce Commission, which is an arm of Congress, to
comply with the request. Any other interpretation would render the
statutory provisions nugatory.
The Commission witness at the June 15, 1960, hearing in comment-

ing on the feasibility of furnishing the information required by section
557, at pages 3 and 4 of the printed hearings, said:
Even if an investigation were undertaken by the Commission to determine ;the

amount of express matter carried by the railroads in any given period of time,
upon a space, weight, or other basis, and the relation of that amount, by units
of service or otherwise, to the .revenue which the railroads received from Rail-
way Express, the information developed would only reflect, or be reportable as,
the result of operations during a selected prior period, and business conditions
change. Hence, they would have no prospective application or effect. The data
thus obtained, even if related to amounts of service performed in selected units
of service, would not result in an ascertainment of rates charged by the rail-
roads for service furnished the. Express Agency. _legal rate must at least
cover out-of-pocket costs, and there has been a heavy deficit for ,years. An
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investigation of this type would be a major undertaking, would require con-

siderable time, and the information developed would be useless for the contem-

plated purpose.

This statement is most difficult to understand, and if accepted on
its face it makes the cost studies of the Interstate Commerce Com-
mission of railroad and motor carrier operations suspect. These
,studies are made on the basis of operations during a selected period
and not in the prospective. The most recent cost study made by the
Cost Finding Section of the Interstate Commerce Commission of
rail operations is dated November 1960.1
It is based on the rail operations during the year 1959.
Studies of this nature are updated and given current application

by the ICC, to reflect so-called business changes since the time of
making the study by a cost-finding technique designed to reflect, for
example, changes in wage rates or other changes that would affect
the validity of the previously made study.
These costs so developed are used almost daily by the Interstate

Commerce Commission in determining whether or not proposed rates,
rail or motor

' 
satisfy the requirements of the act. We are at a loss

to understand why a similar application could not be made to Railway
Express Agency operations.
From information available it appears it can be. In I. & S. No.

7304, Railway Express Agency, Inc.—Aggregate Rates on Wearing
Apparel, a proceeding involving reduced rates on wearing apparel,
Mr. Charles W. Bock, chief cost accountant of the Railway Express
Agency, at pages 30 and 31 of his verified statement in this case
said:

4. Railroad out-of-pocket line-haul cost: The REA express cost per ship-
ment of $2.92 for wearing apparel traffic includes an estimated $1.51 per ship-
ment for out-of-pocket line-haul expense of railroads in hauling shipments
from origin to destination.
This line-haul cost was computed for the traffic potential from each of the

47 shippers in the study using the average weight per shipment, average weight
density, and average shipment mileage from origin to destination determined
by the analysis of each shipper's traffic discussed above.
The railroad out-of-pocket cost factor used in our calculations was $0.007463

per car foot-mile. A car foot-mile is the movement of the cubic space repre-
sented by one linear foot of an express car 1 mile. It should be understood
that under the terms of the standard express operations agreement with the
rail companies. REA express does not, until July 1961, pay for line-haul rail
services at a rate per car foot-mile. Therefore, the cost factor used in the
study is an estimate of railroad out-of-pocket cost for hauling express traffic.
It is a reasonable approximation of the rate which will be paid beginning July 1,
1961, under the terms of the standard express agreement which will then
obtain. This agreement was explained and approved by the Commission in
Express Contract, 1959, 308 ICC 545.
Another factor used in the computation of the rail line-haul cost per shipment

is an average lading per car-foot of 32.2 cubic feet. This figure is based on
:loading tests of express traffic which reveal minimum capacity loading to be
14 pieces per car-foot. The average piece size of express is 2.3 cubic feet and
the multiplication of pieces per car-foot by the average piece size produces 32.2
cubic feet per car-foot. This figure is approximately 50 percent of the actual

. cubic dimensions of a rail-car-foot.

He estimated the rail line-haul cost to be 0.7463 cents per car-foot-
-mile or 0.02318 cents per cubic-foot-mile.

In Increased Express Charges -Within Eastern Territory, 300 I.C.C.
.597, decided May 31, 1957, Mr. J. L. Heywood, the assistant comptrol-

Rail Carload Cost Studies by Territories for the year 1959, Statement No. 5-60.
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ler of the Pennsylvania Railroad, undertook to show the cost of oper-
ating railway service for the transportation of REA_ traffic.
Mr. Heywood's costs were based upon the operating expenses, rents,

and taxes (excluding Federal income tax) of 16 eastern district
railroads for the year 1955 (exhibit No. 8). The out-of-pocket cost
(80 percent of the operating expense level) was increased to reflect
the railway wage and price level of April 1, 1956. Mr. Heywood
determined the rail out-of-pocket line-haul cost to be 0.8287 cents per
car-foot-mile.
No attempt will be made to reconcile the disparity in the figures of

the two experts but the data cited are sufficient to show that the in-
formation required under section 557 can be furnished and has been
furnished when it suits the purpose of the railroads or the Railway
Express Agency.

Since the unit cost of 0.7463 cents per car-foot-mile purports to be
a current cost and the figure of 0.8287 cents is based on the year
1955, the discrepancy is substantially greater than indicated by a mere
comparison of the figures.
The Commission would seem to have an obligation under section

557 to 'resolve this wide variation as well as its normal obligation
under the Interstate Commerce Act. However, as pointed out earlier,
the Commission witness at the June 15, 1960 hearing, stated that the
Commission was incapable of executing a function required by section
557.
Below is a table showing a comparison of parcel post rates, post

office payment to railroads, railway express charges to the public, and
REA payment to the railroads under the condition indicated. This
information was taken from the verified statement of Delbert M.
Steiner in I. & S. 7304.
(The table follows:)

Comparison of parcel post rate and railway mail payments with railway express
rate and railway payment for the movement of express

From New York City to-
Railway
short

line miles

5 20-pound packages

Parcel post service
Post Office'

REA express service

Charge to
public

Payment to
railroads

Charge to
Public 2

REA pay-
ment to

railroads

Boston, Mass 247 $5.65 $2.22 $3.08 $0.69
Atlanta, Ga 866 11.25 5.49 4.58 2.41
St. Louis, Mo 1,040 11.25 6.41 5.55 2.89
Miami, Fla 1,333 13.75 7.95 5.67 3.71
Dallas, Tex 1,644 13.75 9.59 6.52 4.57
Seattle, Wash 2,914 19.80 16.29 9.45 8.11

1 Based on the 1957 railway mail payments as introduced by witness Edmund Walsh, on behalf of the
Post Office Department, exhibit F to statement No. 7, in ICC No. 32158.
2 Based on railway express charges under incentive rates where the shipper forwards 10,000 pounds or

more a day.
3 REA payments to railroads based on level of "rate which will be paid beginning July 1, 1961" (verified

statement of Charles W. Bock) (p. 31): 0.7463 cents per car-foot-mile; 0.02318 cents per cubic-foot-mile.
66938-61-9
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The purpose of the tabular information is to show the disparity in

payments of the Post Office vis-a-vis the Railway Express Agency to

the railroads for a comparable service based on the sources indicated.
The provisions of section 557 are comparable to the provisions of sec-

tion 3(1) of the Interstate Commerce Act, which provides in effect
that it shall be unlawful for any common carrier subject to the pro-
visions of part I to make, give, or cause "any undue or unreaso_nable
preference or advantage, to any particular person, company, firm,
corporation * "." This provision of the act is designed to prohibit
and make unlawful any undue preference or unreasonable advantage
being given any particular person, firm, etc. The question is why
should not the Post, Office have the same protection.
Much has been said in the testimony of the witnesses for the Railway

Express that if section 557 is not repealed as they advocate, the con-
tinued existence of the Railway Express Agency would be, to say the
least, put in jeopardy.
The new contract to which the express representatives refer in their

testimony provides a section 4, which reads as follows:

SEC. 4. Notwithstanding the provisions of sections 2 and 3 of this article, in

the event that prior to the effective date of such provisions section 557 of title

39 of the United States Code shall not have been repealed or amended so as to be

inapplicable to railroad owned or controlled express companies, such provisions

of sections 2 and 3 shall not take effect.

And I call your attention to the last sentence:
"In that event—" that is, in the event of nonenactment of this legis-

lation—"the board of directors of the express company may prescribe
a temporary basis of payment producing comparable results."
The provisions of this section would appear to dissipate the fears

expressed by the REA representatives.
As previously stated, the provisions of section 557 were enacted to

secure equality of treatment between the Post Office Department and
express companies where a comparable service is provided by the rail-
road for the Post Office Department and the Railway Express Agency.
There certainly should be no objections to the Post Office receiving
the same treatment as the Railway Express Agency does for a compar-
able service, particularly so when the same service, in many instances
in the same car in the same train, is provided for both.
. In 1959, 538 class I common carriers of general commodities report-
ing to the Interstate Commerce Commission transported a total of
219,490,457 shipments in intercity service. Of this total 5,948,516
shipments or 2.71 percent of the total were truckload shipments, that
is, shipments weighing 10,000 pounds and over according to the statis-
tical standards set by the Interstate Commerce Commission for this
type shipment. During the same period it transported 213,541,941
less-than-truckload shipments which constituted 97.29 percent of the
total. ( Source : ICC Transport Statistics in the United States, pt.
7—Motor Carriers—Year 1959. Class I motor carriers are those
whose gross revenues are $1 million or more per year.)
The trucking industry is primarily a transporter of less-than-

truckload shipments, in rapidly growing competition with REA. The
repeal of section 557 would permit the railroads to subsidize their
satellite, the REA, through the medium of charging the Post Office
higher rates than the Railway Express Agency for like units of
service.
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This subsidy, in turn, would enable REA to cut its rates on traffic
for which it competes with independent motor carriers. Such a rate
cut, if made because of an inherent advantage possessed by REA
would be one thing; but where, as here, its only justification would
be a subsidy paid by the Post Office for the transportation of mail,
any saving to the public would be an illusion and constitute destruc-
tive competition prohibited by the National Transportation Policy.
Repeal of section 557, particularly if it implies an acceptance of

the helplessness expressed by the Commission witness at the June 15,
1960 hearing, will create an unprecedented situation in the regulatory
functions of the Commission.
The Post Office Department does not have primary access to rail-

road cost data and would not be in position to make any demonstra-
tion of unreasonable relationships between the charges for mail serv-
ice and for railway express service performed by the railroads. The
unfairness is even more striking in the case of motor carriers.
For many years the Cost Finding Section of the Commission has

• been issuing territorial cost releases setting forth the results of de-
tailed analyses of motor carrier costs which facilitate determination
of the motor carrier costs of handling the traffic which is basically
competitive with Railway Express. In 1961 alone five such terri-
torial cost studies were issued by the Commission's Cost Finding
Section.
By contrast, the last analysis of the cost of handling express traffic

made by the Cost. Finding Section on its own initiative, constructed
on very sketchy bases, was for the year 1951 and appeared as State-
ment No. 3-53 of the -Bureau of Accounts and Cost Finding.
Thus, the costs incurred by motor carriers in handling traffic com-

petitive with Railway Express are spread on a public record while
the railroad cost of handling express traffic is an internal secret, de-
tails of which are to be revealed only when it suits the purposes of
the railroads and Railway Express.
- The Commission witness at the June 15, 1960, hearing stressed the
burdensome nature of the studies necessary to comply with section
557. In Docket No. 333162 Railway Mail Pay, 1960, decided Novem-
ber 17, 1960, the Commission concluded its opinion with the follow-
ing statement at sheet 15:

Experience in prior proceedings has shown that adjustments in compensa-
tion and rates of pay for mail services have necessitated large expenditures for
carrier cost studies. We are led to believe that such studies cannot be avoided
in developing adequate records in future proceedings of this character. How-
ever, such expenditures can be substantially curtailed if the Post Office Depart-
ment and the railroads cooperatively undertake the joint development of feasible
sampling methods to be periodically employed during representative calendar-
year periods for the purpose of obtaining current information reflecting refined
mail costs. To this end, we shall expect representatives of the parties herein
to meet with the Chief of our Cost Finding Section within 60 days from the
effective date of our order herein.

The above recommendation is an admirable one. If it can be estab-
lished as a proper procedure for the determination of the costs of
handling railway mail, there is no conceivable reason why the same
principles do not apply with equal force to the determination of Rail-
way Express costs, since to a considerable extent the mail and the
express costs are either of a. common or a joint nature.
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Mr. Johnson, of the Railway Express, in his statement before you

dated March 8, 1961, candidly admits that the Railway Express oper-
ation has been a deficit operation. At the same time he also states
that since the beginning of 1960 they have invested or committed over
$14 million in borrowed or depreciation funds for equipment and
facilities.
Obviously the Express Agency cannot continue to be a deficit op-

eration and at the same time make added investments in a deficit
enterprise. The transportation trade journals contain information
from time to time as to the expansion of the activities of the Railway
Express. It would appear from these trade journals that Railway
Express Agency is contemplating, in addition to other things, being a
consolidator, a freight forwarder operation, including an unre-
stricted operation by motor carrier as the primary and certificate-hold-
ing carrier.
The funds to support such an operation must come from some

source. The question is: Is the deficit to be eliminated and the added
investment made up, through added costs for the transportation of
mail?
The Post Office Department should have afforded to it the same

type of protection that is afforded other shippers under section 3(1)
of the Interstate Commerce Act. The information required by sec-
tion 557 is available from the parties; the Interstate Commerce Com-
mission has the authority to require its filing and should do so in order
that the Postmaster General have available to him the information
so that he may, in the public interest, intelligently negotiate railway
mail contracts.

Section 557, therefore, rather than being repealed, should be
strengthened and clarified to spell out the responsibilities of the reg-
ulating agency in this area.
Gentlemen, I thank you.
Mr. DULSKI. I have only one question, sir.
On page 3 of your statement there is a quotation taken from the

pay act. It says:
It is not "fair" in my opinion for the railroads to demand full compensation

from the Government for the carriage of the mails when they make no similar
demand upon the competitive express service.

What do you have reference to there?
Mr. FREUND. Sir, it says—in other words 
Mr. DULSKI. It is a quotation you took out of context. Where does

that apply in this case here?
Mr. FREUND. Well, Mr. Eastman was pointing out in this case that

the railroads demanded full compensation from the Post Office De-
partment for the carriage of mails. However, in the -case of the
express services, the railroads did not demand full compensation from
the Railway Express Agency, which is operated as a different or-
ganization for the railroads.
Mr. DuLsKi. Thank you.
Any questions?
Mr. Goss. On page 8, Mr. Freund, I wonder if you have any

opinion as to what is meant by comparable results, in section 4 of
the proposed contract between the railroads and the express company?
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Mr. FREUND. Sir
' 
I can only construe that in the event that this

legislation does not pass and section 557 of title 39 is not repealed,
then instead of doing what they would do in the event that this section_
were repealed, then they will meet and arrive at some other arrange-
ments, which will affect a comparable result as compared to what they
originally contemplated if this legislation were passed and the statute
repealed.
Mr. GROSS. I thought that is what must be meant. You apparently

don't think the Express Co. is going to go out of business if this
section of the law is not repealed?
Mr. FREUND. I don't think so, sir that's my honest opinion.
Mr. GROSS. Was it July 1, 1960, if 7550 had been repealed, whatever

the number of it is, the bill 7055, the bill we had last year—was the
date July 1, 1960?
Mr. FREUND. July 1, 1961, as I understand it, sir.
Mr. GROSS. 1961.
Mr. FREUND. This is the year.
Mr. GROSS. The contract would have taken effect, had the law been

repealed, as a result of congressional action last year. Is that correct?
Mr. FREUND. Sir, as I understand it, the contract is to become effec-

tive July 1, 1961.
Mr. GROSS. Yes, had the law been repealed last year, it would have

been effective then in July of this year.
Mr. FREUND. That is right. That is my understanding, sir.
Mr. GROSS. That is all.
Mr. Drrisiii. Thank you very kindly, sir.
The next witnesses are the gentlemen from the Post Office

' 
Mr.

Louis Doyle Acting General Counsel, accompanied by Mr. Paul
Meininger, Associate General Counsel, Mr. Frederick Batrus

' 
execu-

tive assistant to the Assistant Postmaster General, Bureau of Trans-
portation, and Mr. Edmund J. Walsh, Acting Assistant Comptroller,
Bureau of Finance.
Mr. DULSKL The next witnesses are the gentlemen from the Post

Office, Mr. Louis Doyle, Acting General Counsel, accompanied by Mr.
Paul Meininger, Associate General Counsel, Mr. Frederick Batrus,
executive assistant to the Assistant Postmaster General, Bureau of
Transportation, and Mr. Edmund J. Walsh, Acting Assistant Comp-
troller, Bureau of Finance.

STATEMENT OF LOUIS J. DOYLE, ACTING GENERAL COUNSEL,
ACCOMPANIED BY PAUL MEININGER, ASSOCIATE GENERAL
COUNSEL, FREDERICK E. BATRUS, EXECUTIVE ASSISTANT TO
THE ASSISTANT POSTMASTER GENERAL, BUREAU OF TRANSPOR-
TATION, AND EDMUND J. WALSH

Mr. DOYLE. I am Louis J. Doyle, Acting General Counsel. On my
left is Mr. Walsh, and, to his left, Mr. Batrus, executive assistant to
the Assistant Postmaster General, Bureau of Transportation, and on
the extreme left, Paul Meininger, Associate General Counsel, who will
be the principal witness appearing this morning.
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We also have with us, to provide the committee with such infor-

mation as it may need, the Deputy Assistant Postmaster General,

Lindsley Noble, on my right, and present in the room also is Mr.

Lewis Hicks, director of the cost ascertainment system.
Mr. DULSKI. You are well prepared.
Mr. DOYLE. Yes, sir.
At the outset, Mr. Chairman, I would respectfully request the letter

of the Postmaster General dated March 29, 1961, be made a part of

the record.
Mr. DULSE.I. There being no objection, it is so ordered.
(The letter follows:)

OFFICE OF THE POSTMASTER GENERAL,
-Washington, D.C., March 29, 1961.

Hon. Tom MURRAY,
Chairman, Committee on Post Office and Civil Service,

Haase of Representatives, Washington, D.C.

DEAR Mn. CHAIRMAN: Reference is made to your request for a report on

H.R. 1986, a bill to repeal the provisions of section 5 of the act of July 28, 1916,

as amended, relating to the furnishing of information to the Postmaster Gen-

eral by the Interstate Commerce Commission with respect to revenue received

by railroads from express companies for the transportation of express matter.

This Department opposes the enactment of this bill.
The statute sought to be repealed was enacted as a part of the Railway Mail

Pay Act of July 28, 1916, which embraced a comprehensive plan for regulation

of the transportation of mail by railway common carriers. That act authorized

the Postmaster General to prescribe setwice requirements applicable to the

transportation of mail by such carriers, and also authorized the Interstate

Commerce Commission to fix fair and reasonable rates and methods of compen-

sation for the service required by the Post Office Department.

This provision of law which H.R. 1986 proposes to repeal was enacted by the

Congress to protect the Post Office Department from discriminatory charges

applicable to the transportation of mail by railroad, and to provide a mechanism

under which the Postmaster General could, in his discretion, arrange for the

transportation of mail other than first-class mail at rates no higher than those

received by the railroads for services rendered in the transportation of express

matter.
The records of the Department show that extensive efforts have been made in

the past to implement the principles and objectives of this statute. For ex-

ample, starting in 1947 the Department initiated requests upon the Interstate

Commerce Commission to furnish the information required by the provision.

These requests led to the filing of a formal request on October 22, 1948, in I.C.C.

Docket No. 30177. This request was denied by the Commission by its decision

and report of July 29, 1949, Railroad Rates on Express Matter, 274 I.C.C. 683.

The Commission ruled that the request for an ascertainment and report of rates

for the transportation of express matter could not he complied with and that

the provision of the statute relied upon did not require the Commission to make

the investigation requested. Although denying the Department's request, the

Commission did arrange to provide information which it had in its possession and

certain other information to be furnished by the Railway Express Agency which

was readily available.
Similar requests were made in railway mail pay reexamination proceedings

initiated by railway common carriers in 1953 and thereafter; however, these

requests were not pressed by the Department in those proceedings. However, in

its 1954 decision in Railway Mail Pay, 292 I.C.C. 101, the Commission con-

cluded that it should not make any different findings or conclusions from those

made in its 1949 decision.
The latest request by the Department to obtain information required by this

provision was initiated on February 12, 1958, in docket No. 32380. This request

was considered by the Commission as recently as May 20, 1959, and denied on

the basis of its 1949 decision.
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In these circumstances, the Department cannot support the proposal to repeal
a provision of law designed by the Congress to provide a means for avoiding
discriminatory rates for the transportation of mail by railroad which are in
excess of those applicable to comparable commercial shipments.

Sincerely yours,
J. EDWARD DAY,
Postmaster General.

Mr. DOYLE. With respect to that report, I have this to say: We
have been advised by the Bureau of the Budget from the standpoint
of the administration's programs there is no objection to the presen-
tation of this report to the committee.

-With that, sir, I would like to have Mr. Meininger read his pre-
pared statement.
Mr. MEININGER. Mr. Chairman and members of the subcommittee.

I wish to thank you for allowing an opportunity for representatives
of the Post Office Department to appear today on behalf of the Post-
master General and to explain his position with respect to the meas-
ure under consideration.
At the outset, Mr. Chairman, I should like to ask permission to

submit at this time a document entitled "History of Prior Efforts
of the Post Office Department to Implement Section 557." As its
title implies, this statement explains what efforts have been made in
the past by the Post Office Department to enforce the principles and
objectives of that portion of the Railway Mail Pay Act of July 28,
1961-39 Stat. 428, formerly codified as 39 U.S.C. 557—which is
sought to be repealed by H.R. 1986. The statute in question will be
referred to in my statement as section 557. It is requested that this
exhibit be included in the record at this point as part of my testimony.
Mr. DULSKI. There being no objecion, it is so ordered.
(The document follows:)

HISTORY OF PRIOR EFFORTS OF THE POST OFFICE DEPARTMENT To IMPLEMENT
SECTION 557

There is set forth below a brief history of the efforts of the Post Office De-
partment to secure a meaningful implementation of that portion of section 5
of the act of July 28, 1916 (39 Stat. 428), which reads as follows:
"The Postmaster General shall, from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad
companies from express companies for services rendered in the transportation
of express matter, and may, in his discretion, arrange for the transportation of
mail matter other than of the first class at rates not exceeding those so ascer-
tained and reported to him, and it shall be the duty of the railroad companies
to carry such mail matter at such rates fixed by the Postmaster General."'
The Railway Mail Pay Act of July 28, 1916, 39 Stat. 412, 419, 425-431, of

which section 557 was a part, embraced a comprehensive scheme for the regu-
lation of transportation of mail by railway common carriers. The act au-
thorized the Postmaster General to prescribe service requirements applicable
to the transportation of mail by railway common carriers; and authorized and
directed the Commission to fix fair and reasonable rates and methods of
compensation.

1919
In 1919, the first railway mail pay proceeding was decided by the Interstate

Commerce Commission,' Railway Mail Pay, 56 I.C.C. 1 (1919). The Depart-
ment made no formal request for information pursuant to section 557, as was

1 Hereinafter referred to as sec. 557.
2 Hereinafter referred to as the Commission.
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done in later proceedings described hereinafter. It is of interest to note, how-
ever, that the railroads in their brief filed in that proceeding pointed out that
the great preponderance of the mail is directly competitive with freight or ex-
press service and then argued that:
"* * * It is the view of the railroad companies that it should be a matter of

indifference to them whether a given parcel of merchandise moves by less than
carload freight, by express, or by parcels post, and that their revenue should be
so adjusted that, if it moves by parcels post instead of by one of the other two
means of transportation, they may obtain for its transportation by that agency
a rate commensurate with the rate for the transportation of less than carload
freight, or of express matter" (brief of Railroads, pp. 24-25).
The railroads contended in their brief that the revenue from parcels post was

much less than from the movement of the articles embraced therein when mov-
ing by express or less than carload freight. They proposed rates for the trans-
portation of mail said to be "fairly related to the revenue derived from the
movement of the same or analogous articles by freight or express." They pro-
posed a basic weight rate described by them as the "irreducible minimum be-
low which storage mail should not be carried, if the compensation therefor is
to be determined with any reference to revenue received from express and
freight with proper allowance for the difference in service and cost" (brief of
Railroads, pp. 111-123; 221-225).

Similarly, the Department urged upon the Commission its view that, having
charged to the mails the full estimated cost of carrying them, the fair and rea-
sonable proposition to charge to the mails in addition thereto would be the
same relative net income which the railroads received for the carriage of ex-
press. It also submitted certain exhibits to the Commission showing payments
to the railroads per ton-mile for express matter for the several classifications as
applied to the ton-miles performed in the several units of mail service as a basis
for approximating the annual compensation for the carriage of mail (Depart-
ment's brief, pp. 716-718, 732).
These applications of the principle of equality of mail and express revenue

on the part of the railroads and the Department produced divergent results.
However, both expressed accord with the underlying principle of section 557—
that mail rates should be fixed on the basis of the comparative standard of
reasonableness reflected by the revenues received by railroads in the carriage
of express. In its report the Commission recognized the principle that com-
pensation for the mail "should bear some relation to what the railroad can earn
by using space required by the Department for some other purpose." The Com-
mission considered express revenue per 60-foot-car-mile, per ton-mile, and per
car-mile, regarding the car-mile basis as "more nearly proper in comparing mail
and express payments to the railroads" (56 I.C.C. 1, at pp. 41 45, 64).

1928
Over 30 years ago, in 1928, in what may be characterized as the second general

railway mail pay case, Railway Mail Pay, 144 I.C.C. 675 (1928), the Depart-
ment again sought to invoke the principle underlying section 557. Although
recognizing the proceeding was not one in which the Postmaster General had
specifically requested an ascertainment for the purpose of himself fixing mail
rates under section 557, the Department urged the Commission to give effect
to the principle that mail rates should not exceed those which would produce
revenue no greater than produced by express for like units—in other words, the
revenue should be equal. Accordingly, it argued that rates for mail service
should be subject to a differential so that the car-mile rate of revenue for mail
other than first class, when designated and offered by the Postmaster General as
such, should be at a rate not higher than the car-mile revenue for express re-
ceived by the railroads (Department brief, pp. 358-362; 418-419). In prescrib-
ing an increase in rates of about 15 percent in that proceeding, the Commission
noted this contention without giving it effect (144 I.C.C. 675, at p. 694). It is of
interest, however, that Commissioner Eastman considered the application of
the principle of section 557 as essential in order to meet the statutory criteria
of "fair" rates. His dissent stated in part as follows:

"Finally, I call attention to the fact that it is our duty to fix 'fair' as well as
'reasonable' rates for the carriage of the mail. It is not 'fair', in my opinion, for
the railroads to demand full compensation from the Government for the carriage
of the mails when they make no similar demand upon the competitive express
service" (p. 727) .
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Year 1947
In the third general railway mail pay proceeding initiated in February 1947,

Railway Mail Pay, 269 I.C.C. 357; 279 I.C.C. 633; 289 I.C.C. 503, which was
finally decided November 13, 1951, the Department made intensive efforts to in-
voke section 557. The Commission allowed increases in mail pay in the neigh-
borhood of 95 percent, effective on and after January 1, 1951, and readjusted
compensation for the retroactive period on and after February 18, 1947, by in-
creasing compensation by about 48 percent. The Commission also prescribed
extensive changes in methods of compensation for future application involving,
among other things, the separate statement of line-haul and terminal charges, and
the elimination of full payment for empty return movements.

After a preliminary informal request upon the Commission in 1947 for infor-
mation in accordance With section 557, as a result of which the Commission fur-
nished data showing merely the revenue of railroads from express service, the
Postmaster General, on May 18, 1948, filed a formal request for such information.
in docket No. 9200. The petition requested the Commission to furnish infor-
mation pursuant to section 557 which would enable the Postmaster General to
arrange for the transportation of non-first-class mail at rates not exceeding those
received by the railroad companies for service rendered in the transportation of
express matter. By order of July 23, 1948, the Commission denied this request on
the following grounds: that information as to the revenue received by railroad
companies from express companies had theretofore been furnished the Post-
master General and that "like information" would be furnished in the future;
that the request of the Postmaster General if granted would unduly broaden
the issues in the pending proceeding; and that the information requested would
not be of substantial value in determining the issues before the Commission in
that proceeding. Accordingly, the Postmaster General formally filed before the
Commission on October 22, 1948, a renewed request for information to equalize
mail and express rates. This latter request was filed independently of the pro-
ceeding pending in docket No. 9200 and, in support thereof, the Postmaster Gen-
eral alleged that the information previously supplied by the Chairman of the
Commission did not meet the requirements in section 557 because it did not per-
mit him to arrange for the transportation of non-first-class mail as provided
therein. The Postmaster General's petition specifically requested the Commis-
sion to—

(1) Furnish him information as to the revenues received by the railroad
companies for service's for the transportation of express matter, including
rates paid to the railroads for transporting express by units of service which
will enable the Postmaster General to apply such rates to the transportation
of non-first-class mail.
(2) Require by order that the railroads and the Railway Express Agency

report to the Commission, and maintain currently, all the information, facts,
statistics, and data essential to compliance with section 557.
(3) Take such further action by order or otherwise, as may be necessary

and appropriate to enable the Postmaster General and the Commission to
comply fully with section 557.

A brief submitted in support of the formal request contended, among other
things, that section 557 required the Commission to furnish rates for units of
service common to the carriage of express and non-first-class mail with such ad-
justments therein as might be necessary to reflect differences, if any, in the
character of the service for these two classes of traffic. After a reply was filed
by certain railroads in opposition to the petition, the matter was orally argued
before the Commission on May 6, 1949.
In a report in docket No. 30177, entitled "Railroad Rates on Express Matter,"

274 I.C.C. 683 (July 29, 1949), the Commission expressed the opinion that section
557 did not place upon it a duty or mandate to make an investigation and study
of present operations of the railroads and the express agency in connection with
the transportation of express matter, and the revenues derived therefrom, for
the purpose of formulating rates; and that such section did not contain any
direction to the Commission from Congress that it should do so. The Commis-
sion also made the following observations:
"The transportation of express matter by the railroads is not now and has not

for many years been performed under any rates or system of rates. If an in-
vestigation were undertaken by us to determine the amount of express matter
carried by the railroads for the express agency in any given period of time upon
a space, weight or other basis, and its relation, by units of service or otherwise,
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to the revenue received therefor from the express agency, the information de-
rived would reflect, or be reportable only as, the results of operations in the

period selected, and would have no prospective effort or application. The data

obtained, even though they should be related to amounts of service performed
in selected units of service, would not result in an ascertainment of rates charged
by the railroads for service furnished the express agency."
The Commission ruled that the request of the Postmaster General for an ascer-

tainment and report of rates for the transportation of express matter and for the
entry of an order as described in the petition could not be complied with and was
not granted. However, the Commission then concluded that the Postmaster
General was entitled to any information the Commission had as to the revenues
received by the railroads from the Railway Express Agency for the transporta-
tion of express matter, and any other information reported to it by the agency
or the railroads with respect to such transportation. The Commission stated
that, in addition to what was then reported there was other information in pos-
session of the agency "which apparently is readily available and can be furnished
without undue expense." The Commission initiated the procedure necessary to
require the agency to prepare and report to the Commission quarterly and
annually the following information:

1. The express privilege payments to the railroads separated as between
carload and less-than-carload traffic.

2. The amounts paid by the express agency to motor carriers, carriers by
aircraft and to miscellaneous carriers (carriers by water, electric lines,
ferries, et cetera) for transportation service.

3. The car-foot miles of registered express space on common carriers by
railroad, other than electric railroads.
4. The number of shipments of express matter handled by common car-

riers by railroad, other than electric railroads, stated separately for car-
load traffic and less-than-carload traffic.

The Postmaster General sought reconsideration and modification of the Com-
mission's decision on the ground that the disposition of the request failed to
provide information necessary to implement section 557. Reconsideration was
opposed by the Railway Express Agency, Inc., and the railroads and denied by
the Commission February 6, 1950. On March 14, 1950, Division 1 of the Com-
mission ordered the express agency to file quarterly and annual reports of
selected operating statistics in accordance with a form of report attached to
the Commission's order. A request of the Postmaster General for modification
of this order was denied May 18, 1950.
In proceedings entitled Express Earnings, Plan and Method of Division, 278

ICC 505 (1950), the Department intervened in 1949 in investigation proceed-
ings instituted by the Commission in 1947 to determine whether practices of the
express agency in the pooling and distribution of express revenues were lawful
and reasonable. This intervention was a companion activity related to the objec-
tives of the Department in docket No. 30177. Under investigation by the Com-
mission was the so-called economy plan amendment of July 1, 1938, which
changed the existing uniform operating agreement in respect to the apportion-
ment of revenues between the agency and participating rail carriers. The
economy plan provided, among other things, for the compilation and mainte-
nance of car-foot miles of express transportation effort. In that proceeding
the Department sought by motion to persuade the Commission to require the
agency and participating railroads to furnish evidence with respect to express
revenues, express car-foot miles, and express privilege payments; and also peti-
tioned the Commission to compel the production of certain records in an arbitra-
tion proceeding under the express operations agreement effective March 1, 1929,
and the economy plan amendment thereto, effective July 1, 1938, heard in the
offices of the board of directors of the Railway Express Agency in New York
City in January 1948. On September 23, 1949, the Commission denied the
requests of the Department, and its participation terminated at that point.

.1953
In its reply to an application for increased rates filed in June of 1953, the

Department made a new request upon the Commission to furnish to the Post-
master General the amount of payments received by the applicants from the Rail-
way Express Agency for transporting express. This information was requested
in such manner and form as to permit the Postmaster General to arrange for
the transportation of mail at rates not exceeding those ascertained and reported
to him by the Commission.
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As a result of its studies of the relevant considerations the Department did'
not contest, for the purpose of the proceeding, a request by applicants for an
increase of 10 percent in lieu of the full amount of 45 percent sought in their
application. Accordingly, the Department did not press its request under section
557. However, the Commission, referring to the similar request filed in docket
No. 30177, described briefly certain findings made in its prior decision, and, noting
that no additional facts or arguments were presented at the hearing, concluded
there was nothing, therefore, to warrant further consideration to determine
whether it "should make any different findings or conclusions from those made
in the decision referred to." Railway Mail Pay, 292 I.C.C. 101, at 102-3.

1959, docket No. 32380
The latest action by the Department to invoke the machinery of section 557

was initiated by a request filed by the Department on February 12, 1958, in
docket No. 32380. The Association of American Railroads (AAR) requested
that the Commission deny or dismiss this request. On May 15, 1958, the Post-
master General moved that the Commission institute an investigation to comply
with his request and moved to strike the reply of the AAR.
Following the filing of a reply to the motion for investigation by 10 large rail-

roads and a reply by the AAR to the motion to strike, the Commission entered an
order September 29, 1958, denying the Postmaster General's request. In doing so
the Commission adverted to requests filed by the Postmaster General in the
proceedings previously described in 1948 and 1953 in docket Nos. 30177 and 9200,
respectively. Its order of denial recited that the request and motion for insti-
tution of an investigation and the arguments in support thereof were in substance
the same as those previously made in docket Nos. 30177 and 9200 and presented
no facts or matters in addition to those presented in those dockets. The Commis-
sion then ordered that the Department's request for information and its motion
be denied and overruled for the reasons stated in the reports in docket Nos.
30177 and 9200.
On December 17, 1958, the Department petitioned the Commission to recon-

sider its order of denial of the Postmaster General's request, and filed a compre-
hensive supporting memorandum. The Commission denied the Department's
petition for reconsideration by order of May 20, 1959, which recited that infor-
mation similar to that sought was considered and denied in docket Nos. 30177
and 9200 and that the petition for reconsideration presented no facts or matters
in addition to those previously presented in docket No. 32380 or the proceedings
in docket Nos. 30177 and 9200 that would warrant the Commission granting re-
consideration of its prior order of September 29, 1958.
The pleadings and orders filed and entered in docket No. 32380 embrace a

rather substantial number of typewritten pages (about 175). The documents
filed in this docket are a matter of public record in the files of the Commission.
A complete set of the principal pleadings in that docket was made available to
the subcommittee appointed to consider H.R. 7055 at the June 1960 hearings.

Mr. MEININGER. In a report on H.R. 1986, dated March 29,1961, the
Postmaster General advised the chairman of the Committee on Post
Office and Civil Service, House of Representatives, that the Depart-
ment was opposed to the enactment of this measure. Pointing out
that section 557 had been incorporated in the Railway Mail Pay Act
of July 28, 1916, to protect the Department against discriminatory
transportation charges for the transportation of non-first-class mail
by railroad, the report stated that the Department could not support
this proposal to repeal a provision of law designed by the Congress to
provide a means for avoiding discriminatory rates for the transporta-
tion of mail by railroads which are in excess of those applicable to
comparable commercial shipments.
Since legislative recommendations to repeal section 557 have been

carried in recent annual reports of the Interstate Commerce Commis-
sion, and since H.R. 1986 has been supported by the Commission in
the prior hearings held by the subcommittee, I wish to discuss briefly
certain comments presented to the subcommittee by the Commission
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and views reflected in the Commission's prior decisions with respect
to section 557.
At the outset it is noted that testimony submitted in behalf of the

Commission properly recognizes that section 557 was enacted by the
Congress in 1916 "for the purpose of preventing rate discrimination
by the railroads against the Government in the transportation of the
mails."
The Department agrees with this expression of the purpose of sec-

tion 557. However, the testimony presented by the Commission
clearly implies that significant changes have occurred in the conduct
of the express business by the railroads which now render the statutory
provision obsolete. Thus, it is said that the railroads do not "now"
receive a rate determined or agreed upon as reasonable for the service,
but, rather, a share of the return of a business wholly, owned by them,
the amount of which varies with business conditions and the effec-
tiveness of competition.
The testimony implies that in 1916 the situation was essentially

different in that at that time the railroads were compensated on the
basis of a system of rates, or, in other words, a specific rate structure.
As contended by the Department in prior proceedings before the

Commission, no change of legal significance has occurred since enact-
ment of section 557 in 1916 which affects the basic duty of the Com-
mission to make an ascertainment of rates under the statute or which
impairs its ability to do so. Prior reports of the Commission show
that in 1916 railroads were compensated for the carriage of express
on the basis of contracts between express companies and railroad
companies. Although several bases of compensation were specified in
these contracts, the prevailing basis was the percentage basis under
which the railroads received varying percentages of the gross receipts
of the express companies.
At present the railroads are similarly compensated for the carriage

of express on a contractual basis. In 1916 the railroads were not
compensated for this transportation service on the basis of a specific
rate structure or system of rates, and they are not so compensated
today.
The existence today of a single express agency having contractual

arrangements with all express-carrying railroads would seem to
represent a circumstance which would facilitate the rate ascertain-
ment by the Commission in comparison with the situation existing
when there were several express companies.
The investigation of the subject of mail pay, as shown by the

Bourne Commission report (H. Doc. 1155, 63d Cong., 2d sess., p. 86)
had demonstrated to the Congress prior to the 1916 act that "no reli-
able information exists as to the railroad earnings from express traffic
on the basis of any unit common to the mail and express service."
Therefore, section 557 was enacted with knowledge of this condition,
which explains the reason why Congress entrusted the necessary rate
ascertainment to the expertise of the Commission.
Mr. GROSS. If I may be permitted an observation at this point,

it was made mandatory by the Congress that the Postmaster General
seek this information under section 557. Is that not correct? The
pertinent language reads:
The Postmaster General shall from time to time request information from

the Interstate Commerce Commission.

•



INFORMATION TO THE POSTMASTER GENERAL BY IC'C 137

Mr. MEININGE.R. That is right. It speaks in terms of command
upon the Postmaster General and, as indicated by the Department's
position in relation to requests previously filed on the Commission,
we view the statute as, in effect, commanding the Commission to pro-
vide this information. Otherwise it would be somewhat meaningless.
Mr. GROSS. Yes. It was not discretionary, not permissive; it was

mandatory legislation.
Mr. MEININGER. May I proceed, Mr. Chairman ?,
Mr. DUISKI. Yes.
Mr. MEININGER. Another observation in the testimony presented

on behalf of the Commission is that, if an investigation were made
to determine express matter transported by railroads in any given
period of time upon a space, weight or other basis and the relation of
that amount, by units of service or otherwise, to the revenue which
the railroads received from the Railway Express Agency, the in-
formation developed would only reflect the result of operations dur-
ing a selected prior period, and, since business conditions change,
would have no prospective application or effect.
If this condition were considered an obstacle today to the enforce-

ment of section 557, the same condition must have been an obstacle
in 1916 when Congress enacted that section. We say this because
it is well known that determinations with respect to rates and fares
for future application invariably must utilize studies covering a base
period antecedent in point of time to the period in which a future
rate prescription becomes applicable.
Frequently, appropriate adjustments or projections are applied to

the ascertained results of a study period to reflect current conditions
as nearly as practicable. However, the rate ascertainment contem-
plated by the Congress in 1916 necessarily had to be predicated on
the actual experience of a past period. The same condition prevails
today.
The Commission's testimony also refers to the position expressed,

in its 1949 decision in the proceeding entitled "Railroad Rates on Ex-
press Matter," 274 ICC 683, July 29, 1949, discussed in more detail
in Post Office Department exhibit A. This position was that the
statute does not place upon the Commission the duty or mandate
to make an investigation and study of the operations of the railroads
and the Railway Express Agency, Inc.—REA----in connection with
the transportation of express matter, and the revenues received from
such transportation, for the purpose of formulating rates; and that
the statute does not contain any direction to the Commission from the
Congress to do so.
The Department submits that the conclusion in this respect reached

by the Commission in 1949, and reiterated before this subcommittee,
is contradicted both by the language of the statute and the legislative
history of section 557.
The legislative history requires the conclusions that a rate ascer-

tainment was required in 1916 to implement this law just as it is re-
quired today. This is shown by the fact that no rate structure or
system of rates existed in 1916, and none exists today.
As stated in the last paragraph of my exhibit A, the Department

made available to the subcommittee appointed to consider H.R. 7055,
86th Congress, a complete set of the principal pleadings filed with
the Commission in the very latest proceeding in which the Depart-
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ment sought to invoke the machinery of section 557 to secure the bene-
fit of the Commission's rate ascertainment. These pleadings, particu-
larly those filed by the Department, discuss the pertinent legislative
history of section 557 at considerable length. That history leaves
little room to question that the Congress intended to charge the Com-
mission with responsibility to make the required rate ascertainment.
In the prior testimony before this subcommittee, reference has been

made to the present standard express operations agreement between
REA and railroads engaged in the transportation of express, effec-
tive October 1, 1959, setting forth conditions applicable to the trans-
portation of express traffic by participating railroads. The Commis-
sion approved the continued pooling and division of traffic, service,
and earnings under this agreement on September 21, 1959.

EXPRESS CONTRACT, 1959,    308 I. C.C. 545

In its report the Commission concluded that the pooling of service
and earnings involved in the proposed plan does not differ essentially
from that underlying previous express contracts approved by the
Commission.
Under this agreement the present method of determining rail trans-

portation revenue from other-than-carload shipments would be re-
placed by a plan for purchasing rail transportation on the basis of
a car-foot-mile rate related to rail costs effective July 1, 1963. The
transition to this new plan is to be gradual, and a temporary arrange-
ment, effective July 1, 191, would employ car-foot-mile rates appli-
cable to each of the territorial groups of railroads as a part of the
formula for determining the payments to individual railroads for
transporting express.
The effectiveness of these new compensation arrangements is ex-

pressly made contingent upon repeal of section 557 or amendment of
that section so as to make it inapplicable to railroad owned or con-
trolled express companies. The contract also provides that, if section
557 is not so repealed or amended, the Board of Directors of REA
may prescribe a temporary basis of payment "producing comparable
results." These features of the present agreement indicate a desire
on the part of mail-carrying railroads to avoid any situation which
would possibly facilitate the implementation of section 557.
This position is consistent with earlier opposition on the part of

mail-carrying railroads to efforts of the Department to enforce sec-
tion 557 in proceedings before the Commission, as described in exhibit
A. It is also consistent with the statement contained in REA's ex-
hibit No. 24, as submitted in the arbitration of disputes between rail
carriers and REA which arose out of REA's administration of the
1929 express operations agreement and the economy plan amendment
thereto, effective July 1, 1938. This exhibit contained, among other
things, a history of express car-foot miles which included the follow-
ing statement:
On October 20, 1937, the general chairman of committee D advised the chair-

man of the contact committee that after several lengthy discussions committee
D had not been able to agree upon a report. Some members of committee D
felt that if express car-foot miles were developed the Post Office Department
might make comparisons of express and mail factors and attempt to adjust the
mail pay to the basis of express earnings where less than the prevailing mail
rate, disregarding differences in services given and space ascertainment methods.
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It will be noted also that the computation of car-foot miles of ex-
press service, as contemplated by the present operations agreement,
is not a new development, since the ascertainment of carrier car-foot
miles was initiated in 1938 under the economy plan amendment of the
1929 agreement.
At the prior hearings on H.R. 1986, the contention was made that

section 557 should not be applied because of differences between serv-
ices performed by railroads in the case of mail and express traffic.
It should be stated that the legislative history of section 557 reflects
the various contentions made by the railroads as to differences in the
conditions of the services. In the light of this background, the en-
actment of section 557 reflected the judgment of the Congress that
these services were so similar as to require legislation which would
permit the Postmaster General to avoid any discrimination in rates
in favor of express traffic.
In view of the objectives of section 557 and the history of the De-

partment's prior efforts to secure the rate ascertainment called for by
the statute to implement those objectives, and for the reasons stated
in the Department's report to the chairman of the Committee on Post
Office and Civil Service, the Department opposes the enactment of
H.R. 1986.
Mr. DULSKI. On page 6 of your report it says: "The earnings un-

der this agreement on September 21, 1959 * * Does this contract
run out in 1963?
Mr. MEININGEn. No, sir. On July 1, 1963, under the contract, a

new method of compensating the railroads becomes effective, and it
is described in the agreement in terms of a rate related to out-of-
pocket costs. There is a temporary method, which is somewhat in-
volved, but which is explained in section 2 of article 10, and applies
beginning July 1, 1961.
But there are differences between the specific method of compensa-

tion which becomes effective July 1.
Mr. DULSKI. In other words, between 1959 and now, is it an arbi-

tration process?
What figures do you use between the period of 1959 and 1963?
Mr. MEININGER. In general—I might say that the provisions of this

contract are quite complex—but in general, prior to July 1, 1961, the
system that prevailed for many years before that time is continued
in that the earnings from express are distributed to various groups
of carriers and the express agency does not retain any profits.
As the 
carriers,

said, the pooling under the current contract does
not differ essentially from that underlying previous express contracts
approved by the Commission. That appears in the Commission's
decision in express contract, 1959, which I cited, I believe.
Mr. DULSKI. Thank you.
Mr. Gross?
Mr. GROSS. Mr. Meininger, as I understand it, and as the Depart-

ment previously testified, identical railroad service for which the
Government is allegedly being overcharged is a full-destination car
moving intact from point of origin to point of destination; in other
words, storage car line haul service. I want to ask you, is the De-
partment in your opinion paying the railroads more for identical
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service than the railroads received from REA express for storage car
line haul service, for example?
Mr. MEININGER. Mr. Congressman, I think from the various state-

ments that have been made before this subcommittee indicating the
deficits which have been incurred in express operations, that is, in re-
lation to the amount incurred by the railroads for the service. I am
unable to indicate any precise amount; but it certainly indicates the
Post Office is paying more for comparable services.
Mr. GROSS. Then your answer would be yes?
Mr. MEININGER. Yes.
Mr. GROSS. Would you say that the Department is paying twice as

much as the REA ?
Mr. MEININGER. Well, I am not familiar enough—I think probably

that question should be dealt with by somebody else on the staff. I
don't believe that there are figures available which would permit us
to answer that question precisely. But we do know there is a sub-
stantial difference.
Mr. GROSS. Did you hear the testimony of Mr. Hoffman represent-

ina the freight forwarders?
r. MEININGER. Yes, sir; I did, and I am aware he made certain

2-to-1 comparisons, and I believe if you wish to hear the comments,
perhaps of Mr. Walsh, on that, he may be able to shed some light on
that.
Mr. GROSS. I would be delighted, because this, in my opinion, in-

volves a lot of money.
Mr. WALSH. Of course, we don't have figures in the Post Office De-

partment that would indicate the range there. We have reviewed
the figures that have been used in the previous testimony and they are
mathematically correct. The thing that might require some quali-
fications are the assumptions that are underlying the figures. And
it is very difficult to say exactly what the relationship is between the
return from express business and from the mail-carrying business to
the railroads.
Mr. GROSS. You couldn't give this committee an educated estimate

or a horseback estimate?
Mr. WALSH. No, sir. We haven't made any study of that in the

Post Office Department, and I doubt if we could do it now from the
information we have.
Mr. GROSS. It seems to me this is important because if, as I under-

stand it, the Post Office Department is coming to this committee for
substantial rate increases—you have a deficit in the Post Office budget
of some $831 million; I believe that is approximately correct—and you
are coming before this committee for a rate increase bill. Now, if
there is this overcharge, I think the committee ought to know it, be-
cause it obviously is a part of the cost of the operation of the Post
Office Department and is, therefore, part of the deficit that now exists
in the Post Office Department.
Mr. WALSH. The basis on which these 2-to-1 calculations was made,

the source of the bases, are matters of record, and the 2-to-1 calcula-
tions can be followed through mathematically.
Mr. MEININGER. Mr. Congressman, I might suggest this: that really

we will never know the answer to your question with precision until
we obtain this ascertainment from the Interstate Commerce Com-
mission.
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Mr. GROSS. Is it your opinion, then, instead of repealing this law
the committee ought to be considering legislation to provide that the
Interstate Commerce Commission come up with some figures?
Mr. MEININGER. Mr. Congressman, I am not prepared to 
Mr. GROSS. Let me put it another way. I don't expect you to come

here and give direction to this committee as to what the committee
ought to do.
Let me rephrase the question: Do you think that legislation ought

to be enacted to provide that the ICC come up with some figures in
this respect?
Mr. MEININGER. From our standpoint, in effect this legislation is

now in existence, and we have, as our exhibit shows, sought rather
vigorously over the last 10-year period to attempt to implement this
thing. The legislation is there which we believe calls upon the Com-
mission to furnish information.
Mr. WALLHAUSER. Will the gentleman yield?
Mr. GROSS. Yes.
Mr. WALLHAUSER. Has any effort been made by the Post Office De-

partment, over the years, to strengthen this section by adding some
very simple words, perhaps to the effect that, "and shall direct the
Interstate Commerce Commission to furnish information."
In other words, the Post Office Department now expresses great

concern about its inability to secure the information. But over the
years, has the Post Office Department, to the best of your knowledge,
made a suggestion to this committee or any other committee, about
strengthening legislation to be introduced?
Mr. MEININGER. I am pretty sure no specific action has been taken

in that direction.
Mr. WALLHAUSER. So in other words is it fair to assume, in spite

of your concern now, it has not been strong enough to suggest that
remedial action be taken?
Mr. MEININGER. You mean the law hasn't been strong enough?
Mr. WALLHAUSER. Yes. Apparently it has not been strong enough.

There is no penalty involved in the section, is there?
Mr. MEININGER. We do not believe, Mr. Congressman, that the

purpose of this law is so doubtful that we were not justified in making
the requests which we have made over the past 10 years. I am not pre-
pared to say that the statute is defective in respect to its intent, or
anything of that sort. And as far as I know, the Department has not
adopted that position and has not, up to this time, sought amenda-
tory language to eliminate any doubts that some people may think
exist.
Mr. WALLHAUSER. My point is, the Department must have been dis-

appointed, shall we say, at the refusal of the Interstate Commerce
Commission to furnish the information, and if it were sufficiently dis-
appointed, it seems to me the Department, or previous Postmasters
General, might have made a recommendation that this section be
implemented and it could easily have been done with the addition of
a few words.
Mr. MEININGER. That could well have been considered but I am

unable, as far as I know, to say—it never reached the stage of being
developed into any specific proposal or request for legislation.

66938-61--10
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Mr. GROSS. Mr. 1Vleininger, I think in reading the statement of the
Department in last year's hearings, it is implicit throughout the state-
ment the suggestion that the law be fortified rather than repealed.
Mr. MEININGER. I believe there was a suggestion in the testimony.
Mr. GROSS. Yes.
Are you through, Mr. Wallhauser ?
Mr. WALLHAUSER. Yes.
Mr. GROSS. I note the Department's previous testimony, going back

to last year, this quotation, page 18 of the hearings:
Although the ICC proposes the enactment of H.R. 7055, its real support stems

from the railroads and railway express who seek repeal of the existing law,
prior to full disclosure of information relating to rates for express.

This was the statement of Mr. Moore, who was then with the Post
Office Department.
Now the implication seems clear the ICC is serving as the willing

agent for the railroads and railway express in this matter.
Am I correct in drawing such an inference from the Department's

statement?
Mr. MEININGER. I do recall that testimony.
Mr. GROSS. Would you agree it is implicit in that statement, that

the ICC is performing as something of an agent in that matter for
the railroads and express company?
Mr. MEININGER. I am not prepared to agree with that, Mr. Gross.

We, of course, have indicated—and I indicated today—that we don't
feel the reasons given by the ICC stand up. But that is the thrust of
our position.
Mr. GROSS. That is all, Mr. Chairman.
Mr. DULSKI. In this statement the Postmaster General issued, in

the fourth paragraph, it says, "This provision of law which H.R.
1986 proposes to repeal" and so on; "to protect—"

Still we don't have any figures of what protection we are taking.
Now I think I asked some witness in the last hearings, Do you keep

a separate accounting of the capital investment as for as the postal
things are concerned? What I have reference to is a separate budg-
etary item; when your entire budget is submitted by the Postmaster
General, does he include the operating costs, the facilities that are to
be replaced, or to be bought for that particular item of operation?
Mr. DOYLE. Mr. Chairman, Mr. Walsh or Mr. Noble will respond

to that question.
Mr. NOBLE. Mr. Chairman, we have always identified in the budget

estimates the items of a capital nature. For the fiscal year 1962, for
the first time, we have requested a separate appropriation for plant
and equipment, and the House has approved that in its action on our
appropriation bill.
Mr. DULSKI. But that is in the total operation; or just for that spe-

cific function?
Mr. NOBLE. In passing the entire appropriation bill, they approved

a separate appropriation for plant and equipment for the entire postal
establishment, which would identify our capital requirements as dis-
tinct from our operating requirements.
Mr. DULSKI. That figure, as put into the overall, is to get foot-miles

in determining the costs, like you have. There were certain percent-
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ages used. Is that determined by that cost, or is that an overall
function?
Mr. NOBLE. In determining the costs under our cost ascertainment

system, we have in the past allocated capital items, along with operat-
ing items, to the various classes of mail and services.
In determining the cost of payments to railroads, obviously, there

would be no capital items allocated; it would be a matter of distribut-
ing our payments to the railroads, to the classes of mail.
Mr. DuLsiii. Thank you.
Mr. ADDABBO. Mr. Meininger, do you know whether the Post Office

receives any preferential treatment in the availability of space on the
railroads?
Mr. MEININGER. I can answer your question in this way, Mr. Con-

gressman. The Post Office Department has published in the Fed-
eral Register—I can't recall at this moment the citation—but we have
published in the Federal Register a so-called comprehensive plan of
the Postmaster General of the United States. That plan specifies in
broad terms the basic service requirements of the Department in re-
lation to railroads.
At one time, you might recall, there was a somewhat elaborate

authorization system under which the Post Office authorized all types
of railway mail. service. Some few years ago that was abandoned
and we now have a system under which we request service when it
falls in the category of storage service. By that I mean mail which
moves in ordinary baggage cars or freight cars equipped for opera-
tion on passenger trains. We request service. And the gist of our
rule is that the carriers furnish, be required to provide space suf-
ficient to take care of what our normal requirements are. The pre-
cise language of the rule I can't recall; but it is published and I
can give it to you later on.
The situation is quite comparable to that that you have under the

express operations agreement of the railroads. If you will bear
with me a minute, I will find that. There is a similar provision un-
der which the—it appears in article 3, on page 6. I am now referring
to the standard express operations agreement, effective October 1,
1959.
The rail companies shall furnish for the transportation of express traffic,

space in cars adequate to meet express loading requirements on the rail com-
pany's lines and suitable for use in passenger, mail, express or other trains
in which express traffic is transported under this agreement.

So you have a situation here where we request service and the ex-
press company requests service.
We do have a rule that if we need service in addition to the normal

amount, we are entitled to a priority, and in application this means
we do not require the railroads to actually unload other traffic which
already has been loaded, or to get cars out of a train which have al-
ready been installed in the train. But there is that priority in re-
lation to service which exceeds our normal requirements.
In the case of the Railway Post Office Service, this is dedicated

equipment, suitable only for Post Office needs, and it is regularly
authorized and paid for in both directions.
Mr. ADDABRO. Would you say, Mr. Meiningert the same protection

the Post Office has under section 557 could be given under section 3,
subdivision 1 of the Interstate Commerce Act?



144 INFORMATION TO THE POSTMASTER GENERAL BY ICC

Mr. MEININGER. No, sir; because the substantive standards re-
lating to—in other words, the Interstate Commerce Act itself deals
with persons and property. And the laws in it, except as they are
incorporated by specific reference, would not apply to mail traffic
where we have special statutes. On mail traffic, they wouldn't apply
unless they are mentioned.
However, the situations are parallel to this extent. Under the In-

terstate Commerce Act basically the requirement is that all freight
rates be just and reasonable. Coupled with that you have the ad-
monition in section 3, which I believe you cited, against undue pref-
erence and against discrimination. That may be in another section.

Similarly, here in the Railway Mail Pay Act, Congress gave the
Commission the responsibility to prescribe fair and reasonable rates
for the transportation of mail by railroad and they coupled with that
an antidiscrimination feature.
Mr. ADDABBO. Would you suggest that possibly the Interstate Com-

merce Act be amended to also cover the Post Office operations?
Mr. MEININGER. Well, the Railway Mail Pay Act, which I cite in

my statement, does have a provision which incorporates, I might say,
procedural provisions which the Commission had at the time the Rail-
way Mail Pay Act was enacted, but it, generally speaking, is com-
prehensive and complete within itself and to my knowledge there
wouldn't be any occasion to attempt to mix up the two regulatory
schemes.
As you know, railroads in the general freight field have the right

to initiate rates themselves. We don't have that right in the Post
Office Department; the rates are prescribed by the Interstate Com-
merce Commission, and have been since the first case under the 1916
act, and I believe that decision was rendered in 1919 and made retro-
active.
Mr. ADDABBO. Thank you.
Mr. DuLsKi. Mr. Olsen.
Mr. OLSEN. Do I understand from your answer to Mr. Gross that

the recommendation of the Post Office Department with reference to
this legislation is something less this time than it was a year ago?
Mr. MEININGER. I don't think SO.
Mr. OLSEN. You acknowledged to Mr. Gross you were recommend-

ing a year ago that there be some strengthening of this section 557, or-
at least that was implied in the testimony of a year ago, but now you
won't acknowledge that you are going that strong today in your rec-
ommendations?
Mr. DOYLE. Mr. Olsen, I believe Mr. Meininger is in the situation

where he is not a policymaker, nor am I. It is obvious that if Con-
gress wishes to adhere to this principle in this law that we need addi-
tional legislation because the Commission will not utilize this law.
I could provide for the record at this point a policy statement after

conferring with the Postmaster General on this.
Mr. OLSEN. I think that would be in order.
Mr. Chairman, I move they be permitted to provide this committee-

with a policy statement.
Mr. DULSKI. Without objection, it is so ordered.
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(The statement follows:)
OFFICE OF THE POSTMASTER GENERAL,

Washington, D.C., April 20, 1961.
Hon. THADDEUS J. DULSKI,
Chairman, Special Subcommittee on H.R. 1986,
Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR Mn. CHAIRMAN: At the hearings of April 14, 1961, before a subcom-

mittee on H.R. 1986, it was ordered that the Post Office Department be permitted
to state whether it recommends strengthening that portion of section 5 of the
act of July 28, 1916, as amended, relating to the furnishing of information to
the Postmaster General by the Interstate Commerce Commission with respect
to revenue received by railroads from express companies for the transportation
of express matter.
As shown by the Department's report and testimony on this measure, ex-

tensive efforts have been made in the past to implement the objectives of this
statute. In addition, the Department has requested the Attorney General of
the United States to institute an action to cause the Interstate Commerce Com-
mission to perform its statutory duties under the existing statute.
Consistent with these prior actions, the Department believes the statute as

presently drafted places an affirmative duty upon the Interstate Commerce
Commission to ascertain and report to the Postmaster General rates received
by the railroads for the transportation of express matter. However, since the
Department is interested in obtaining the benefits of the rate ascertainment
contemplated by this statute, it would, of course, support an amendment to the
statute which is designed to emphasize the statutory duty now placed upon the
Commission to take action to ascertain and report rates received by the rail-
roads for the transportation of express matter.

Sincerely yours,
J. EDWARD DAY, Postmaster General.

Mr. DULSKI. Do you have any other questions, sir?
Mr. OLSEN. I don't follow this discussion for not being able to tell

us why you can't give an estimate on the difference in rates charged
the Post Office Department and the express companies.
I haven't read all of these things at the previous hearings, you

understand, and I want you to explain a little more clearly why you
can't give us a ratio of the difference of rates.
Mr. WALSH. I think basically the reason is that the Post Office

does pay specific rates for carrying the mail but the express company
does not pay specific rates. The comparisons that have been made
in the past have generally been calculated figures based on other
facts that were taken out of another context and calculations made.
Mr. OLSEN. Then there have been calculations of a kind made?
Mr. WALSH. Calculations were presented to the committee.
Mr. OLSEN. You are talking of what years?
Mr. WALSH. Some of the years in the 1950's. Some of the cal-

culations were based on figures that were in ICC cases between 1955
and 1958.
Mr. OLSEN. What was the ratio that was determined?
Mr. WALSH. No calculation was made by the Commission nor

the Post Office Department. The calculations were made with respect
to this hearing and they showed the 2-to-1 ratio, in that neighborhood.
Mr. OLSEN. Who made the calculations then?
Mr. WALSH. I think Mr. Hoffman.
Mr. OLSEN. You are speaking of Mr. Hoffman. Am I to under-

stand the Post Office never did make any determination, comparing
figures?
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Mr. WALSH. No, the Post Office has not had sufficient information
as to the rates paid for the carriage of express to make a calculation.
Mr. OLSEN. But you had the same information Hoffman had?
Mr. WALSH. That is correct.
Mr. OLSEN. Did you think that information was insufficient to

make this calculation?
Mr. WALSH. I think it would be, yes, to make that extensive con-

clusion on this specific point. It does show relationships per car-
foot-mile.
Mr. OLSEN. What are those?
Mr. WALSH. Of about 2 to 1.
Mr. GROSS. But you do say that you are paying more, don't you?

Your opinion—call it whatever you want—you are paying more for
comparable service. Is that correct?
Mr. WALSH. I think that is generally agreed, primarily because

the Post Office Department pays for carrying the mail rates that in-
clude, are based on fully distributed costs. I think it is generally
conceded the express rates would be lower if they were calculated
as rates.
Mr. GROSS. They are lower, are they not?
Mr. WALSH. I think so, except they are not calculated as rates

and stated as rates. But taking the amounts that were paid, it could
be termed lower.
Mr. GROSS. Yes.
Mr. OLSEN. You do know, then, that the railroads were paid some-

thing less for express than they were paid for mail?
Mr. WALK'. I think so. I think that is generally agreed by all

parties.
Mr. OLSEN. Generally agreed as an opinion or is it a fact?
Mr. WALSH. To the extent that, or with the understanding that

rates for express are not paid as such, as rates.
Mr. OLSEN. Let's throw the word "rates" out. Is less money paid

for mail service than is paid for express service? Or is less money
paid for express service than for mail service? Less money, never
mind rates.
Mr. WALSH. More money is paid for mail service. The volume

of service rendered is greater, but I think that is generally agreed
that the level of the rates would be higher if the rates were calculated.
Mr. OLSEN. Have you calculated it then on a rate—what is it, car-

foot-mile—the rate that is being paid for mail would be greater than
the rate or the amount paid per car-foot-mile for express?
Mr. WALSH. We have checked the figures that have been presented

here on that point. They were rates presented on a per car-foot-mile
basis, or cubic-foot-mile basis. They do show that the rates paid
for mail are higher than the rates paid for express on those car-
foot-mile calculations.
Mr. OLSEN. When were those figures presented here?
Mr. WALSH. In the previous hearings this year.
Mr. OLSEN. Oh, yes, I missed that meeting.
Mr. WALSH. Yes, the last meeting of the committee.
Mr. ADDABBO. Would the comparison be similar to the comparison

on page 7 of Mr. Freund's statement this morning, comparing the
parcel post rates and railway mail payments where it shows parcel
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post pays the railroad $2.22 from New York to Boston and Railway
Express pays 69 cents?
Mr. WALSH. Well, the relationship in that particular rate would

be, or the difference would be a little bit greater than the figures that
we have previously seen. But generally, in the figures that we have
seen, the Post Office payment per unit was greater than the payments
by the express company.
Mr. DULSKI. Mr. Gross, do you have any further questions?
Mr. GROSS. Yes, Mr. Chairman. Mr. Meininger, I believe you

have heard practically all the testimony pro and con on this issue.
Mr. MEININGER. Yes, sir, I attended the earlier meetings.
Mr. GROSS. You were here last year when the hearings were held

on this same bill?
Mr. MEININGER. Yes, sir.
Mr. GROSS. I presume you heard, as I heard, Mr. Johnson's testi-

mony that the express company would probably be nonexistent un-
less this legislation was repealed, go out of business. Do you think
that will happen? Do you have any opinion as to whether that will
happen?
Mr. MEININGER. Well, no, I would prefer not to express an opin-

ion on that. I would say that, of course, we have had this statute on
the books for something like 40 years, but it has never been imple-
mented up to now.
Mr. GROSS. The express company is still in business; that is cor-

rect, isn't it?
Mr. MEININGER. Yes, sir.
Mr. GROSS. Assuming that the express company went out of busi-

ness by reason of failure to approve this bill, would the Post Office
Department be able to take over the parcel post business that is now
going to the express company by virtue of Public Law 199?
Mr. MEININGER. I regret, Mr. Congressman, I wouldn't be able to

answer that question.
Mr. GROSS. Can anybody else answer that?
Mr. DOYLE. We would have to accommodate it up to the allowable

weight limits and size.
Mr. GROSS. You would be able to handle the parcel post traffic that

went to the express company by virtue of Public Law 199?
Mr. DOYLE. If presented to us, we would have to take care of it.
Mr. GROSS. You would.
Now I believe it is well established that the Government is not

supposed to be paying a higher price for anything than an individual
or commercial organization. Isn't that the basis which we operate in
Government or try to operate in Government?
Mr. DOYLE. It certainly is true in this area.
Mr. GROSS. But you are paying more.
Mr. DOYLE. The opinion has been expressed here that we are, and

I believe that is sound.
Mr. GROSS. I want to say this to you, that as one member of this

committee, either the Post Office Department or the ICC, some Gov-
ernment agency, had better come in here with some figures when the
postal rate bill comes in, to dispute or to substantiate the allegations
already made that the Post Office Department is paying a hundred
million dollars a year, approximately that, to the railroads—more than
the railroads are getting from the REA for comparable service.
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I just suggest to you somebody had better get busy and dig in and
produce some figures to substantiate that allegation or throw it out.
There is big money involved, in my opinion, in the legislation pres-
ently before this committee. There is a gray area here I don't seem
to be able to get at. I couldn't last year and can't this year.
I say to the committee now, as far as I am concerned, I am not in

favor of repealing this law. I will go on record before the whole
committee.
Mr. DULSKI. Mr. Olsen.
Mr. OLSEN. I was present when Mr. Hoffman testified. I know

about those figures, but did the Post Office present any figures at any
earlier hearing?
Mr. MEININGER. Not on this bill, sir.
Mr. OLSEN. Then I misunderstood you, Mr. Walsh. You were not

talking of figures you presented in a hearing.
Mr.WALSH. No, sir.
Mr. OLSEN. I want to correct the record. I was present when these

figures you were referring to were presented by Mr. Hoffman. The
Post Office is not presenting any figures at all to support their opinion
that the mails are paying more than express?
Mr. WALSH. NO, sir.
Mr. GROSS. In other words, what I would like to say if there is a

subsidy here, if there is a subsidy being paid by the Post Office out of
the pockets of the taxpayers of this country—postal rates are an
indirect tax upon the public—if there is a subsidy here involved, let's
get it out to the table where we can see it.

Let's not continue to cover it up. Then let's charge it off as a pub-
lic service, as far as I am concerned. Let's take it out of the rate
structure.
Mr. DOYLE. We believe if we can get the information that we believe

we are entitled to under this law, we could make the computation you
request.
Mr. GROSS. I am sure you could. That is why I think the law

ought to be implemented rather than repealed. I want to see the
Railway Express Agency continue in existence, too. I am not in
favor of running it out of business, and I don't think it will be run
out of business.
Mr. OLSEN. I would like to say for the record I would like to have

the Post Office Department bring figures, certainly they must have
some, to substantiate this opinion they express. They ought to have
something. It would help out, especially a brandnew member, to
either rely on your opinion or reject it. It is hard to just take an
opinion and not have figures offered to support it.
Thank you, Mr. Chairman.
Mr. DuLsKi. Thank you very much gentlemen.
Mr. OLSEN. It was previously announced by the Chair the order of

witnesses would be that Mr. Johnson would follow the Post Office
witnesses and thereafter we would hear Mr. Hastings and Mr. Goff
and we will proceed as the Chair previously announced.
Mr. Johnson, please take the stand.
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STATEMENT OF WILLIAM B. JOHNSON, PRESIDENT, RAILWAY

EXPRESS AGENCY—Resumed

Mr. JOHNSON. Thank you, Mr. Chairman. I realize that the sub-
committee wishes to close the record today, and since everybody knows
that deadlines are running out on us, it is very greatly to our interest
that would be done and I would not want to be the instrument for
not closing it.
Could I inquire of the Chair how much time I could have and still

not jeopardize your desire to close the record?
Mr. OLSEN. Mr. Johnson, I talked to the other members here. They

think we can finish this morning and hear the other two witnesses
too. But in the event you are prolonged on the stand, we are pre-
pared to continue with the hearings this afternoon and finish up with
all the witnesses.
Mr. JOHNSON. Thank you so much.
Mr. OLSEN. I think everybody can feel that way, that they can

have their say and we will hear it.
Mr. JOHNSON. Mr. Chairman, I would first like to express my

thanks, because of the great importance of this bill to us, for the priv-
ilege of correcting the record and answering some of the charges that
have been leveled against me personally, against our company, the
stockholders, the railroads, ICC, and anybody else apparently who
is in favor of this bill.
Some of these charges, in my judgment, have been intemperate and

absolutely without any foundation of fact whatever. I don't believe
I will read my statement, although this was prepared with great care.
If I may, with the indulgence of the subcommittee, I would like to
just comment on the statement and ask you to turn from page to page.
I have some exhibits here which I hope will be helpful to the sub-
committee. A great deal has been said and a great many generaliza-
tions made. I think it is important to get some facts in the record,
in place of some of these generalizations.
I would first like to comment, as the statement does, in the first

two pages, on who is opposing this bill? Well, the Post Office is; the
Post Office did last year.
I understand the position of the Post Office is reluctance to go along

with repeal of any bill which was designed to give the Post Office
a measure of protection. The other opponents of the bill have been
one freight forwarder, Mr. Hoffman, Chain Deliveries Express, the
American Trucking Association, Parcel Post Association, and now
Motor Bus Operators, as I understand it, including Greyhound. Of
course, opponents tend to oppose anything which will help their com-
petitors. We are a competitor of the trucklines. We are competing
with Mr. Hoffman, and in the 1.c.1. freight field, I suppose we are
competitive with the buslines to some extent. We have been in busi-
ness a long time. The corporation was formed in 1928, under Gov-
ernment instigation and pressure. But the express business has been
conducted for 122 years.
As you all know, as time went on, the express deficits became so

tremendous that 2 years ago, when I took the presidency, we were
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confronted with liquidation. It wasn't a joke, it was a fact. There
is a liquidation plan in my office right now; I hope we never have to
use it.
Mr. GROSS. Now Mr. Johnson, before you leave the subject, who is

for this bill aside from the railroads and the express company? You
have spoken of those who were against it.
Mr. JOHNSON. Yes, sir. I want to make this comment. Most of

the people opposing the bill are our compeitors and personally I think
they are quite shortsighted in doing this. I think on principle, they
are probably making a mistake in their own self-interest. But I sug-
gest it is principally obstructionism and has very little gain for them.
If we should be nationalized they certainly are going to suffer the
same fate as we eventually and I think they are playing in fire and
temporizing with socialism.
Now who is for the bill, Mr. Gross. Well, Mr. Alford, .he was

chairman of the subcommittee last year, which voted unanimously
for the bill. Congressman Harris—there have been charges made
against the ICC—Congressman Harris is for the bill. He has given
a statement in support of it. The National Retail Merchants Asso-
ciation, which I believe includes about 11,500 department and retail
stores in the United States they cover the whole country. They are
strongly in favor of the bill, because they are strongly interested in
preserving express service and giving the company a chance to oper-
ate on an efficient basis.
Mr. GROSS. Pardon me for interrupting. I am talking about those

who have come before this committee and testified. There may be
others who want to testify against it, I don't know, or would if they
had the opportunity. We can all read lists. But I am talking now
about the people who have testified before this committee on the bill.
I assumed that was what you were talking about when you started.
Mr. JOHNSON. I am talking about the people who have adopted

resolutions after thoughtful consideration of the bill, and this is a
list of the ones that are for the bill.
As to who has testified, the ICC has testified. They recommended

repeal 3 years ago, on the ground the law was obsolete, unenforcible,
and inoperable, and they have repeated that recommendation in their
annual reports to the Congress every year.
The Brotherhood of Railway Clerks, which represents 25,000 of our

employees, are for the bill, because they realize unless the company
can find a way to be successful and stand on its own feet and pay its
full way eventually, although we can't do it today, that their jobs are
at stake and they don't want to be forced into the status of Govern-
ment employees, however attractive that might be.
I would assume that one of the reasons why our employees are not

in favor of being nationalized, and seeing the company liquidated, is
that they have collective-bargaining rights in private enterprise.
The National Industrial Traffic League testified, Mr. Gross. That

is the largest shipping association in the United States, and I think
the most representative; 17,000 and some of the largest shipping com-
panies in the United States are represented there. This is not just a
casually considered thing. This was debated, discussed in committee,
considered by the league and a resolution adopted on the floor of their
convention this year. I think if there is any group in the United
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States that represents the general shipping public—these people use
parcel post and they use express—but if there is any shipping group
in the United States that is representative, that is it, National Indus-
trial Traffic League. The Association of American Railroads, Short-
line Association, the airlines, are in favor of it. They: haul mail, the
railroads haul mail, but they are all in favor of giving the express
company a chance to survive on its own feet. That is what this bill
is designed to do.
Mr. OLSEN. Mr. Johnson, let me interrupt a minute. These people

have all filed statements, have they not?
Mr. JOHNSON. Yes, sir.
Mr. OLSEN. I think we have that. Let us get on.
Mr. JOHNSON. Yes, sir, but I just wanted to show you this list, be-

cause I think these are the people who are most concerned and I call
your attention that they are so broadly diversified. You have the
Commission, which understands this measure and all the complexity
surrounding it, which has lived with it for a long time and you have
the employees, organized labor, and you have the management, and
you have the airlines and railroads, the carriers, and you have a long
list of shipper advisory boards and in that group you have the great
American public.
Now on the other side, the opponents are 300 people who make up

the Parcel Post Association. It is obvious what all these people want
in opposing this bill. They want us to fail. There is no question
about that. The competitors would then have a wide-open opportu-
nity. We have been revitalized in the last 2 years. I have certainly
done my best to do it. But for the first time in some 15 years, we have
begun to be a competitive factor. We have begun to do a good job
for the public. That is why the public is for us. That is why our
competitors are against us. They don't like this idea of competition.
And this is the big problem which brings them here to oppose any-
thing that will give us a chance to survive and do a real job.
I don't apologize for efforts we have made to reduce our prices, on

a compensatory basis, subject to regulation. I don't apologize for
competition. It is my understanding that the failure to compete is
frowned on by governmental policies. That is why we have antitrust
laws. But we are subject to regulation by 54 commissions, more than
any one of these competitors, more than anybody. Every State regu-
lates us and four Federal bodies regulate us. I submit there is no
danger, to our competitors, from honest competition, which we are
trying to perform, subject to regulation by 54 bodies. Parcel Post
Association's objective is perfectly clear, I think, and has been all
along. They know we can't live under the application of 557, on a
rate basis. They would like to see us die. If we die, then everything
goes into the Post Office Department, and, personally, I don't think
they can handle it. They can't begin to handle it.
There is mail being handled all over the streets in New York City

today, stacked up on the sidewalks. They couldn't begin to take over
our traffic and moreover they found a long time ago, they can't handle
live creatures and bees and watercress and other commodities that
need icing en route, and perform the variety of services we do.
We perform a service the post office can't duplicate, they have no

facilities. But the Parcel Post Association really hopes we will go
into Government ownership and they will get the benefit of low
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taxpayer-supported rates, which is a form of subsidy. I will get to
that point later. But I would like to make it clear the people against
this bill really hope we will fail. We really hope we won't fold up
or go into Government ownership and that is why we are for the bill
and that is why the great American public is for the bill.
Now if you have any doubt about it, Mr. Hoffman, of Chain De-

liveries Express, who attacked me so vigorously, who charged me and
the railroads with all kinds of monstrous intentions, similar to those
Mr. Henderson leveled, sent a letter to all his customers and he says in
effect that he thinks maybe we will fold up, if this bill is not passed.
He did this sometime ago. And he warns his customers not to use
express service, because he says they may fold up unless this bill is
passed. And then after he does that, he comes down here and helps
make sure it isn't going to be passed, just because he wants us to fold
up.
And he tells them at the same time his business has grown 400 per-

cent since 1956 and I will show you what has happened to ours. We
had 130 million more shipments in 1947 than we had in 1960. We
would be back where we were 14 years ago, if we had a 200-percent
increase in traffic.
His business has increased 400 percent since 1956, according to his

letter. But he wants to keep on. He doesn't want us to compete. He
and the truckers and everybody else resent the fact that the Express
for he first time in many years is doing a job and we are competing
and they don't want to see this happen and they know if they can de-
feat this legislation, maybe we will fold up. And the Parcel Post
people know if they can defeat this legislation, we will probably either
fold or go into Government ownership and either way then they will
get the benefit of low parcel post rates supported by the taxpayers
of the country. That is what they are ion
Now there have been three big charges leveled against us. I would

just like to comment briefly on them. This is taken from page 3 and
a few subsequent pages in my testimony.

First they have charged that we are trying to become a monopoly,
we are trying to put everybody out of business. I think it was Hoff-
man who said, or maybe it was Henderson— I think it was Hoffman—
said that 75 percent of all the truckers would fold up, the freight
forwarders would go out of business, and so forth. That just isn't
true and there certainly isn't a shadow of truth in the statements that
we are about to become a monopoly.
Our competitors are trying to evoke fears and prejudices and make

you think of the robber baron days when the railroads had a mo-
nopoly, when this bill was passed some 45 years ago, and appealing 

ito those old prejudices and the things you read n the schoolbooks
about the Commodore Vanderbilt days. Now, are we about to be-
come a monopoly?
Fact No. 1. We have 18,000 to 20,000 competitors. I don't know

how many, but this includes the Federal Government itself, parcel
post.
The second fact, we have a $20 million equipment debt. We have

practically no equity. We have some obsolete terminals which need
replacement. We have much overage equipment. We have no cor-
porate surplus because we have never been permitted to accumulate
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a nickel. All the money we have ever had has gone to the railroads
and it still has not been enough to pay the costs. So there is cer-
tainly no prospect of being able to ride along with deficits like parcel
post has been able to do.
The third fact, we lost out of pocket $10 million last year. That

does not suggest we are about to become a monopoly. If we assume
the obligation to stand on our own feet, and that is why we want the
bill, we know we have to assume it in the long run, you can't escape
economics.

Fourth, we are a small-shipments carrier, an average weight of 48
pounds. This is the toughest business in the United States in the
transportation field, except maybe commutation. There is never
going to be a monopoly in the small-shipments business and all these
people who are telling you how terrible a monopoly would be are the
people who have told the Commission again and again that they
have trouble handling small shipments at a profit. The motor car-
riers are now pushing $1 surcharges on every shipment. We are
trying to live with the small-shipments business and do a job.

This is a problem which has not been solved for the people or car-
riers, and in the last 10 years it has become worse and worse. No-
body is going to make a killing or be a monopolist in the small-
shipments field. It is too tough. There are too many people in it,
including the Federal Government.
How near are we to being a monopoly? Just 2 years ago we were

ready to fold and there was a resolution to nationalize us.
In addition, as I pointed out, we are only handling one-third of

our present volume now. That is the purpose of that chart there.
How much of a monopoly were we in 1947 when we had 189 million
shipments. Today we are down to less than 60 million for the first
time in our history. If we had a 200-percent increase, which is fan-
tastic and impossible for years, if we had everything going our way,
it would be years before we could even get back to where we were in
1947. That was the first postwar year.
Prior to the war we were doing just about the same amount of

business, 167 to 180 million. We would have to have about 300 percent
of the business we have now to be back where we were before World
War II.
Look at the employees we have lost. Some 44,000 people have been

discharged in the last 14 years because of lack of business. Is this
consistent with all this talk about a big monopoly, putting the Gov-
ernment out of business? Ridiculous, fantastic.

Also, we can picture the thing this way. How big a factor are we
in the small-shipment field? This field covers traffic of less than
10,000 pounds, and the motor carriers have 82.4 percent of it, the
freight forwarders have 6.1 percent, the 1.c.l. freight system of the
railroads has 5.6, parcel post has 3.7 percent—these are tons—here
is the monopoly, express with 2.4 percent. It is a long way from 11/2
million tons to domination of a 69.2 million ton field.
I wish I could visualize the day when we could bring that up just

two or three times what it is. But I certainly don't visualize the
day, under regulations by 54 commissions in the public interest and
you can't just forget them, gentlemen. We live with them. I can't
visualize the day when anybody will say the express company has a
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monopoly. It is not even that good. We actually don't have 2.4
percent of it because I was not able to put in here the rapidly
growing airfreight business or the business of the bus operators who
have grown by leaps and bounds in the last 4 or 5 years, while we
have slipped downhill.
We are just fighting to stay alive, not for a monopoly. All this

talk about monopoly and robber baronism and a great many of the
other assertions made before this subcommittee are designed to blind
you and cover up the real facts of life, which are simply this—if
this country wants an express business this legislation is necessary.
I don't say right now and I will never say that I am going to delib-
erately participate in folding up the express company if this bill
is not passed. That is not true. I am going to always do whatever
I can and devise any plan I can to keep the express business operat-
ing, and to keep these 32,000 employees in a job, whether you approve
the bill or not.
But I am telling you, because I know, that there is the biggest

gamble in the world if you don't give us a chance to stand on our own
feet by passing this bill, because we have been through it; we know.
I have lived with it for 10 years and if we can't get the express com-
pany on a self-sufficient basis, we are going to fold. Why? Because
the railroad industry does not have the money to pay our debts and
they are not going to do it, because they just don't have it. They
have told us that the end comes January 1963 and if we are not on a
self-supporting basis—finish. Then the Government can have it.
If that is what you want, then you will defeat the bill. All we ask

by this bill is a chance to have the railroads charge express what it
costs them, and we will take our chance on bankruptcy. I am not a
bit sure that we can make it. But I am sure that we have got to try.
If the trucklines and all the other competitors want us to stand on
our own feet and pay what the actual cost is, they ought to be sup-
porting the bill. That is what the bill provides. It provides that
the express company shall be charged by the railroads for line haul
service, instead of being given the service free.
Does it make any sense for the truckers and the forwarders and

the others to come in here and say, "We don't want the express com-
pany to be competing and reducing rates because it is unfair,"  and
then to say, "We would rather have the railroads give them trans-
portation free of charge"? That is what Hoffman said. I can't
understand where they think their interest lies. Their interest obvi-
ously lies in putting us on a businesslike basis, where we have to
pay our way. That is what the contract says we have got to do,
and we are simply trying to apply the contract.
The difficulty is that you can't get blood out of a turnip. If we

have to pay as much as the U.S. Government can pay out of the Fed-
eral Treasury, we are going to fold for we can't meet that inflexible
standard. The Post Office couldn't pay those rates if they had to do
it out of their revenues. They can only do it. out of the Federal
Treasury.
Why don't we pay the same rates as the Post Office? Well, we just

don't have it. We have given the railroads, for 30 years, every cent
we could get out of the business. How can you charge us more?
What is the result going to be? Where are we going to get it?
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Mr. GROSS. What are you saying, Mr. Johnson, that Congress ought
to keep the Railway Express Agency in business?
Mr. JOHNSON. No, sir.
Mr. GROSS. Well, I don't understand you.
Mr. JOHNSON. I am saying this. You ought to eliminate a 45-year-

old inflexible restriction that says to us in effect, "You have to pay
the same rates as parcel post."
If you eliminate that, under the contract, approved by the Com-

mission, we will then have to pay just as much as we can, but the
minimum will be an out-of-pocket cost, to reimburse the railroads.
But we don't ask for any subsidy. What we ask for is a chance to
make a deal with the railroads on the best basis that they can afford
to make it, so that we can stand on our own feet and live by those
obligations.
You see, the railroads have said we won't give you transportation

free of charge any more as long as it costs us more than you are going
to pay us. Now we are going to give you a fixed obligation, it is up
to you by good management to meet it. I think maybe we can.
The only thing I ask from the Congress and this subcommittee is

that you clear away this old restriction that tries to make us do some-
thing we can't do. Give us a chance to stand on our own feet. That
is all. I don't ask you for 5 cents. That is all this law would do.
I can't understand why the competitors don't love it. Would they

rather have the railroad industry give us transportation for nothing?
Or would they rather have us be obligated to pay? We are willing;
to be obligated. The railroad says we must. The trouble is our com-
petitors wants to use section 557 to force us to pay an amount we don't
have. Suppose we paid the railroads a hundred million dollars in 1960,
$120-some million in 1959, we don't have any more. Suppose you take
this crazy figure of a hundred million dollars, which has been dreamed
up, because it was dreamed up. Suppose you took that as a valid
figure. Just suppose, under section 557, if you try to apply it, we try
to stand on our feet, we have to pay another hundred million dollars
to the railroads.
Where are we going to get it? Does anybody have any idea? Raise

the rates? We have raised them enough now. As you pointed out,
Mr. Gross, some of our rates are ridiculously high. We haven't been
competitive for 15 years.
Mr. GROSS. You would pay a lower rate, would you, for comparable

service?
Mr. JOHNSON. I don't understand you, sir.
Mr. GROSS. Using the hypothetical figure of a hundred million dol-

lars, just assume, and I don't say it is correct, I don't know, we can't
find out, but suppose it is correct, suppose that figure is lower—the rate
to the Post Office Department is lower than your rate is, correspond-
ingly lowered.
Mr. JOHNSON. There is no way section 557 can reduce rates to the

express company. Section 557 can make us pay as much as parcel
post pays and they say that is a hundred million dollars more. We
don't have it.
Mr. GROSS. Suppose we get the comparison and then the ICC is

confronted with comparing rates?
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Mr. JOHNSON. The only way the law will operate is take money

away from the railroads.
Mr. GROSS. That is my point.
Mr. JoHNsoN. That can't help me in the express business, Mr.

Gross.
Mr. GROSS. Well, I don't know who the club is being used on here,

but there is a club somewhere in this deal. I would like to find out.

Mr. OLSEN. Will the gentleman yield.
Mr. JOHNSON. There is no club anywhere.
Mr. OLSEN. Before we get off that point, why would a reduction

in rates paid by the Post Office to the railroads, why would that hurt

you people now? I want you to discuss that.
Mr. JOHNSON. Well, I said it wouldn't help us. It can't possibly.

Mr. OLSEN. I want to know why it hurts you. Is that your point,
Mr. Gross?
Mr. GROSS. Yes.
Mr. JOHNSON. Let me say this first: What are we reducing? If

you reduce the money being paid the railroads for hauling mail, you
are reducing a rate which the ICC has fixed on the basis of hearings.
Those rates are fixed to return to the railroads what they spend in
hauling mail for the Government, plus a 3-percent return on invest-
ment.
Mr. GROSS. For my information, is it 53/4 percent or 3 percent?
Mr. JOHNSON. Three percent.
Mr. OLSEN. Here it says 5%.
Mr. JOHNSON. Who said that?
Mr. GROSS. Go ahead. I will find it.
Mr. JOHNSON. I have been in all these mail cases. The maximum

that the ICC has ever fixed a mail rate at is fully distributed costs
plus 3-percent return. That is what the Post Office is paying the
railroads.
Now if that is reduced, it simply means you are forcing the rail-

roads to haul mail for less than they spend to haul mail. Is there
any justice in that?
Mr. OLSEN. You have avoided the question.
Why would this hurt you, whatever went on between the Post

Office and the railroads, why would that hurt you?
Mr. JOHNSON. Well, to answer your question, I think it would hurt

us in this way: Rather than be confronted with the possibility of
being forced to haul mail for the Government at a hundred million
dollars less than they spent and the hundred million dollars is a
phony figure, no truth in it, but rather than being confronted with
that possibility the railroads will decline to continue the express
business because they can't afford to be forced to haul mail for the
Government at a hundred million dollars less than the ICC has said
is fair on the basis of what they spent to haul the mail. So they will
say to me you are finished because we can't afford—they have already
been confronted with paying our loss.
On top of that, they can't afford to have us cost them or be the

means of costing them another hundred million dollars of enforced
subsidy against the Post Office.
Does that answer the question, Mr. Olsen?
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Mr. OLSEN. It doesn't quite answer it because we are all admitting
this hundred million dollars is not the right figure. But that aside,
why would determining rates between the Post Office and the railroad.
have a direct effect on your being denied continuing service by the
railroads?
Mr. JOHNSON. If the railroads can get a fair price from the Govern-

ment, it has no effect. But if section 557 is going to be the means by
which they can't get paid adequately for hauling mail and are forced
to haul it at a loss of a hundred million dollars, the express is not
worth it.
Mr. OLSEN. Now, then, 0110 more step.
Why does the railroad insist on hauling your produce or your goods

cheaper than the Post Office?
Mr. JOHNSON. What could they do? Here is what they could do.

They could say to us, "You have to pay the same rate as the Post
Office."
That is the only alternative, isn't it? We just don't have the money.

We give them all the money we have. If they were to tell us to pay
the same rate as parcel post 
Mr. OLSEN. Are you telling me you are insisting the railroads have

to lose money hauling for you?
Mr. JOHNSON. No, I am telling you the railroads ought to be per-

mitted to charge us an out-of-pocket cost, with no return on invest-
ment, and still to collect a fully distributed cost, with a 3 percent re-
turn from the Post Office, if the Commission thinks that is fair.
That is what I am saying. I want to buy at an out-of-pocket basis,

a lower price than parcel post, because this is the most we can pay.
Out of pocket we don't have that by $10 million. We would be short
of that.
Mr. OLSEN. Then you are asking for the railroads to make no

money at all on the service given your organization?
Mr. JOHNSON. No the contract price, Mr. Olsen, that we will be

initially obligated t4; pay out-of-pocket costs, reimbursement of the
actual cash dollars out of hand, if we have any money left over, after
making those initial payments, we divide that 50-50 with the rail-
roads and they get 50 percent of whatever is left, as additional pay-
ment.
Mr. OLSEN. You are saying you cannot do that, though, right

now?
Mr. JOHNSON. Today we can't do it.
Mr. OLSEN. You have no source for this kind of revenue?
Mr. JOHNSON. That is right. We are getting all we can.
Mr. OLSEN. You are getting all you can and you are short how

much?
Mr. JOHNSON. $10 million now. I want the chance to try to pay

them $10 million more, plus 50 percent of something in addition to
that. I think we have taken on a big enough obligation but I am
darn sure I cannot take on the obligation to pay as much as the Post
Office does out of the Federal Treasury.
If we give them all the money we have, how are they going to make

us pay another hundred million dollars?

66938-61---11
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How are we going to do it? You can't do it. The alternative
then is for them to lose a hundred million dollars, in hauling mail.
Mr. OLSEN. A hundred million dollars is the difference between 
Mr. JOHNSON. A hundred million dollars is nothing except a dream-

boat that somebody figured up.
Do you want the facts on that? In 1959 we paid the railroads $123

million for hauling express. In fiscal 1959 the Post Office paid them
$149 million, for line haul service of parcel post.
Now these figures are on pages 8 and 9. Obviously, if you just

talk about dollars, right away the hundred million dollars is wrong,
because there is only a difference there of $26 million.
We paid within $26 million of what the Post Office did. As I just

pointed out, our express volume is 11/2 million tons, parcel post is
2.6 million tons.
We paid $123 million they paid $149 million for line haul service.
Suppose you take this $100 million figure, which is phony, and sub-

tract it from what the Post Office paid, $149 million.
That means the Post Office would have paid the railroads only

$49 million for handling 2.6 tons of parcel post, whereas we would pay
them $123 million for hauling 1.5 million tons of express which
shows the $100 million has to be silly. And if we did that, since the
rates that produced the $149 million are based on railroads' cost of
serving the Government, the result would be you would be forcing
the railroads to subsidize the Post Office to the extent of a hundred
million dollars, by compelling them, under this old law, to haul mail
at a hundred million dollars less than they spent to do the job.
This is why the law is ridiculous.
Mr. WALLHAUSER. Mr. Johnson, I want to get those figures more

clearly in my mind.
In last year's hearings, there is an amount of $320 million a year

the Post Office Department pays and you pay $116 million. There
is a total there, is there 
Mr. JOHNSON. Those figures are not comparable, Mr. Wallhauser.

There are so many differences between mail and express and this is
one problem, Mr. Gross. The services are not the same. They never
have been the same and are not the same. The method of computing
it is not the same.
Mr. GROSS. But there are comparable services rendered by the two,

is that correct?
Mr. JOHNSON. No, none.
Mr. GROSS. None at all?
Mr. JOHNSON. No, sir, in my opinion there is no exactly comparable

service between the two. Let's take one fact alone and I will get
back to your question, Mr. Wallhauser. Take one fact alone. The
Post Office has a space priority on all trains. This is very valuable.
We do not have that. We come after the mail.
Mr. OLSEN. Could I interrupt there?
Have you ever been kicked off the train?
Mr. JOHNSON. Yes, sir • not kicked off, Mr. Meininger said they

don't force the railroads 
sir;

unload traffic, that is right, they don't.
That would be impossible, they would never get the mail hauled

on that basis, it would take too long. But they do leave express,
when they don't have space and they always haul mail and the Post
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Office has the right to fine any railroad for leaving mail on the sta-
tion platform if it can haul it and they do fine them.
That space priority is very valuable and it applies to all mail.
Mr. OLSEN. When was the last time you had this experience, they

left your material in the station?
Mr. JOHNSON. Well, there are so many of them, I can't give you
Mr. OLSEN. Is there a recent thing?
Mr. JOHNSON. This happens every month. Railroads have been

forced to cut their trains down. Let's start with the $320 million
figure 
Mr. OLSEN. They are cutting their space down and denying you

space?
Mr. JOHNSON. Certainly.
Mr. OLSEN. This is not the Post Office's fault, is it?
Mr. JOHNSON. No; I don't say that.
Mr. OLSEN. It is the railroads' fault. I mean your trouble is with

the railroad, not with the Post Office?
Mr. JOHNSON. Well, I Will just tell you this 
Mr. OLSEN. Isn't that so, I mean, isn't that where your trouble is,

with the railroads? For goodness sake, it is not the Post Office's
fault you get your stuff left in the station.
Mr. JOHNSON. I am not saying this is their fault. But I am say-

ing it is their advantage they have the statutory right to the first
space on the train.
Mr. OLSEN. You need some more advantages against the railroads,

rather than against the Post Office.
Mr. JOHNSON. You are talking about advantages • I have a story

on that. But let's get back to this $320 million. That includes the
terminal charges, which the Post Office pays the railroads for load-
ing and unloading cars and sorting mail.
We do all that ourselves. You can't compare that figure. That is a

total figure for all mail. And we are just talking about a comparison
between parcel post and express.
If you get down to what is paid per line-haul service for express,

line-haul service for parcel post, the comparison is $149 million versus
$123 million in 1959.
Mr. WALLHATISER. Thank you for the clarification.
Mr. JOHNSON. I would like to go on to the second thing which they

have said. The first charge made is we are going to be a monopoly.
I have answered that. The second charge is that we have concealed
information from the Post Office and from ICC and this results in
inability to enforce the law.
Mr. Olsen, you and Mr. Gross were interested in how to get this

information from the ICC. I can understand the confusion from
some of the answers here. In this decision, which is not secret, is a
published report of the Commission, docket 30177, where the Commis-
sion said there is no way you can apply section 557, the Commission
said at the end you can't apply the law, because there aren't any rates
for hauling express which the railroads charge the Express Co.
You know it is all a family, the railroads own the company and we

have this old pooling arrangement, where we (Jive them all the money,
whether that is too little or too much. If they charged us any more
we would be broke, out of business in about 6 weeks. But the Corn-
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mission said we can't apply the law. The Postmaster General is en-
titled to obtain any information that we can get or that we have. We
will order the Express Co. to provide it (274 I.C.C., pp. 687, 688).
So they issued an order on us dated March 14, 1950, and they said

to the Express Co., you provide this information, put it on public
file. All right. They prescribed a form, which we had to use, as
they prescribe all the other forms. This is a sample of it. Here is
the information which we furnished, the amount paid, carload, and
other traffic, the amounts which went to the electric lines, the amounts
paid to carriers other than railroads, motor, air, miscellaneous, car
foot miles of space, number of express shipments handled, these re-
ports were filed from 1950 until 1955, every quarter. They were
available and I suppose they were sent to the Post Office. Anyhow,
all they had to do was walk through the alley and get them at the
Interstate Commerce Commission, if they wanted them.
Those reports were filed for 5 years, on a quarterly basis, in re-

sponse to a Commission order. That is all we had to give them. The
information is all there. It was submitted under requirements of the
Commission. The Post Office asked for it and they got it for 5 years.
What happened ? On March 15, we got a letter from the Commis-

sion that said 
Mr. GROSS. What year?
Mr. JOHNSON. Excuse me; 1955, after 5 years. It said, "This has

reference to our order of March 14, 1950," and so forth, in exchange
of correspondence with the Post Office, "Postmaster General has ad-
vised Chairman Mitchell they have no objection to discontinuing the
reports, they serve no purpose." And so on, to get rid of unnecessary
reporting and paperwork, the new order was issued-
Mr. Gitoss. That was ICC, did you say?
Mr. JOHNSON. Yes, sir; 1955. The reports were discontinued and

the Post Office agreed to it. It isn't the fault of the railroads, the
Commission or Express Co. or Post Office or anybody else. You can't
identify a rate that doesn't exist. That is the problem. But all the
information was there. There has been no concealment of informa-
tion. Any information we have that they want, we provide. We did
it in 1948, in subsequent years, and ICC mail cases. We filed these
reports for 5 years and by common agreement of everybody, they were
discontinued. They didn't serve any purpose. The Post Office has
all the facts.
Mr. GROSS. I have to respectfully disagree with you that one or

the other of the departments and agencies couldn't have come up with
some figures.
Mr. JoHNsoN. Mr. Gross, you can take those figures 
Mr. GROSS. I am talking about the Post Office Department or the

Interstate Commerce Commission and particularly the ICC.
Mr. JOHNSON. There is no problem at all in concluding what we

are paying the railroads for car-foot-mile of service on the average.
That can be done from those figures. You can divide them. I have
no doubt the Post Office did that. But that doesn't create a rate that
doesn't exist. As far as the cost finding is concerned, in 1916, when
this law was passed, there was practically no cost-finding technique
available on railroad passenger train service. Today there is plenty.
I will tell anybody what the out-of-pocket cost is for hauling express,
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as near as I can figure it. The Commission figured it, published it
in reports, and the Post Office knows how to figure it; they have a very
good man, Jim Reilly, probably in the room. He knows all about it,
as much as the railroad accountants do.
There isn't any secret about all this. The question before the ICC

was, what is the rate charged the Express Co. for hauling express?
The answer is "None," there wasn't any. It was a pooling arrange-
ment under which we gave them all the money we had, every penny,
and there was no rate charged.

Let's ask what about H.R. 1986, do you want to know what our
rates are, do you want to see rates charged, do you want a basis of
comparison, does the Post Office want it, do our competitors want it?
We want it and that is why we need H.R. 1986 to clarify this mud-
dled situation.
If this bill is passed for the first time the Post Office will get a basis

of comparison. I think it would be a faulty comparison and some-
body will have to make a lot of allowances for differences in service
and methods of computation. I can detail a long list of differences.
But I am saying this, if they want to see a rate charged for express
they ought to support H.R. 1986, because that is the only way we can
ever get it. This will work, and it probably will help the Post Office.
If the bill is passed, the railroads have already agreed, they are

under contract, to charge us a rate and we will file that information
with the Commission. We give the Commission anything they want,
'and we will give it to the Post Office if they want it, and then the Post
Office will have a rate. That is the way to get it, if they want a basis
of comparson. But there has never been one before. We would like
to see one.
Mr. GROSS. In the light of how the ICC has approached this prob-

lem in the past, I don't know just how meaningful that would be. But
you would, by your own testimony, be operating on a much lower
rate than the Post Office Department. You would have to in order
to survive, is that true?
Mr. JOHNSON. Somewhat lower. I think we will get to it some

day. I hope so. But we will certainly be somewhat lower today.
I think we will be somehat lower in 1963. But I don't know. I am
hopeful we can do a good enough job where we can pay fully dis-
tributed costs plus a 3-percent return. But you can't convert a $40-
million loss to a profitable enterprise that can pay fully distributed
cost plus a 3-percent return overnight. And everybody knows it.
This is why our competitors come in here and say make them do

it. The answer is that puts us out of business. We can't do it. We
have done everything we can. And they couldn't do it, either. The
Post Office couldn't do it either, if they didn't take the money out
of the Federal Treasury.
Mr. OLSEN. Mr. Johnson, we will have to suspend at this time and

resume this afternoon. How much longer will you be?
Mr. JOHNSON. Mr. Olsen, that is why I inquired about the time be-

fore I started.
Mr. OLSEN. We will have to terminate this hearing this afternoon

and there will only be Mr. Gross and myself left to take this into the
record. We can't be here too long this afternoon. We will have to
come to some terminal point here.
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I want to be as liberal minded as I can, but I will be the only mem-
ber here and we can't continue under the rules then.
Mr. JoHNsoN. I will take just as long or as short a time as you

permit me.
Mr. OLSEN. We have to be able to finish at about 2:30 and there

are two other witnesses.
Mr. Hastings, how long will you need?
Mr. HASTINGS. I won't require over 15 or 20 minutes.
Mr. OLSEN. And Mr. Goff?

• Mr. HASTINGS. He is not present. I think he will take about the
same time.
Mr. OLSEN. Would it be unreasonable to restrict you to about 30

minutes, Mr. Johnson?
Mr. JOHNSON. That is fine. Whatever you can allow me.
Mr. OLSEN. I want you to be happy about this. About 30 minutes

and if something unusual comes up, we can change it a little bit. Try
and make it 30 minutes, and you, Mr. Hastings, 15 or 20 minutes and
that will get us through in about an hour.
We will reconvene at 1 :30.
( Thereupon, at 11 :56 a.m., the subcommittee was recessed, to re-

convene at 1:30 p.m., this same date.)

AFTERNOON SESSION

Mr. OLSEN. The committee will come to order.
Mr. Johnson, will you resume the stand?

STATEMENT OF WILLIAM B. JOHNSON—Resumed

Mr. JOHNSON. Thank you, Mr. Chairman. I understood it would
be well for me to complete in 30 minutes and I will do that.
Mr. OLSEN. I requested, Mr. Gross, that Mr. Johnson try to com-

plete his testimony in 30 minutes and then we have one other witness
who says he can finish in 15 or 20 minutes.
Mr. GROSS. There were two other witnesses, weren't there?
Mr. OLSEN. No, just one.
Mr. GROSS. That is fine.
Mr. OLSEN. Proceed, Mr. Johnson.
Mr. JOHNSON. Thank you, Mr. Chairman.
I would like to refer to my written statement. I think I covered

the original—the first three points and that is that there certainly
can be no basis for thinking that the express company is about to
become a monopoly, because of the very small proportion of the
business we are now handling.
The second point, there has been no concealment of information,

we have made all we have available to the Commission and to the
Post Office. Our reports to the ICC were discontinued after 5 years,
with agreement by the Post Office. And the fact that no application
has been made of the law does not signify failure on anybody's part
because there has never been any express rates for line haul trans-
portation.
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The fact is that the passage of the bill would result in an express
rate under the provisions of the contract. This kind of action, pa,s-
sage of this bill, would produce a basis from which the Commission
and the Post Office might proceed to get a comparative figure.
I think it would be very difficult, because there are many differ-

ences between mail and express, in fact when the Post Office applied
to the Commission, in 1949, for the application of the law, as the
Commission report shows the request was for information in com-
mon units of service, with necessary adjustments to reflect differences
in services performed, because there are differences and many of them.
But it is complicated to go into and I think only a body such as

the Commisssion can evaluate for the many different units of serv-
ice, what these differences are, because they are extensive.
I could go into it and would be glad to, but it would use too much

time.
On the subsidy point, which is covered in my statement at pages

7 to 9, I have used the figures from the year 1959, which show, first,
that the hundred million dollar figure is fantastic and has no possible
relation to the facts. Secondly, that if there were an application of
557 to reduce the pay to the railroads for hauling mail, it would mean
the railroads would be hauling mail at less than the cost they incur
to haul the mail. Since the Supreme Court has held the right to
recovery for this compulsory service is a constitutional right, it is
our opinion this would make the statute unconstitutional.
I think it is unconstitutional now. But if the law were applied,

it would mean the railroads would get less than the rate fixed by the
Commission as fair and reasonable, since the commission fixes that
on a cost basis.
It would mean the railroads would get less than they spend to haul

the mail. They are getting less than their cost for hauling express.
That is simply because the express company has been unable to do
as well on a private enterprise basis and we are doing and have done
for years everything possible to produce as much compensation as
possible.
Very few carriers have found it possible to earn full costs and a

3-percent return in the small shipments business in private enterprise
and neither has the Post Office because they have always run deficits.
So I want to conclude with this review.
On page 9 I have underlined the sentences which I think are very

important.
It is self-contradictory to talk of a Government subsidy to rail-

roads by reason of payments computed by the Government as merely
reimbursing the railroads for costs incurred by them in providing a
compulsory service. There can be no subsidy in that and that is all
the Post Office is paying, they are simply paying what it cost the rail-
roads to serve them.
Whether the express service can be made to pay its full way or how.

near it can come to that objective has nothing whatever to do with
fair pay to railroads for transporting mail and this is why section
557 is unsound and obsolete under today's conditions, whatever its
merits may have been back in 1916.
I can come rather quickly to the remaining points.
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Page 9, I have a heading, ICC recommendation, 3 years ago. This
is in response to a point made by one of the other witnesses, that the
Commission had done this to help the express company. The Commis-
sion concluded before we even had our crises, before we had a new con-
tract, before we knew what its terms would be, that 557 was an un-
sound obsolete law and I just want to make the point here that the
Commission reached this conclusion before the express company's
problem ever arose, because we did not have a new contract, we were
operating under the old agreements then.
The second point, beginning at the bottom of page 10, there is

broad public support for the law. I have shown in exhibit form that
regulators, all the State commissions are for the bill, because they un-
derstand the situation, they do not think the railroads should have
their mail pay cut in order to reorganize the express company. They
think the Express Co. should provide the best service it can at the
lowest rates it can.
I think the State commissions understand very well what we are

trying to do to revive the Express Co. I think they are sympa-
thetic with our efforts to improve service and reduce rates

' 
because

this is the way to do a good job. So the regulators, the State com-
missions, and the shipping public strongly support our reorganization 

ieffort. I think we have given them new hope n the small shipments
field.
I think they are for the bill because they realize if they were to

attempt to make us pay more money than we have, it would mean
we would go bankrupt or out of existence into Government owner-
ship and we would be back in the same old crisis as before. And the
only alternative is to force the railroads to haul mail at less than cost.
So we have public support and all the airlines and the railroads, who
haul our traffic and who also haul parcel post, have an interest in
this bill. They support it along with many shippers advisory boards.
I think it is a very broad public representation.
On the other side, the principal opponents, are our competitors,

who I think are somewhat shortsightedly interested only in block-
ing our reorganization. But they ought to be for it, because after
this old law is repealed we will have to stand on our own feet. They
don't like the fact the railroads have subsidized us in the past. That
is true, but there is nobody else to subsidize us and as the express
company is owned by the railroads and somebody had to meet the
express losses or quit, the railroads did it.
But the railroads do not have the money any more. Besides it is not

sound business. So the railroads said under the new contract, stand
on your own feet, pay us a price, we will give you as low a price as
we can until 1963, then you have to pay the out-of-pocket costs. But
our competition should like the fact that we will be forced in the
future to buy our transportation and pay for it. We will have to run
the ordinary risks of a private enterprise, stand on our own feet and
risk failure. I think this is the way to run the business. I think it is
a great shame it was not tried a long time ago.
However important and desirable this principle is, if the facts do

not support our ability to pay a fully distributed cost, if we can only
pay an out-of-pocket cost in the initial days at least, we have to have
a rate we can pay. There is no other way.
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But this approach to end the railroad support of express losses, is
certainly in the public interest. I would think the competitors would
want that and I would think that everybody would who has an in-
terest in a soundly operated private enterprise.
Now on page 12 I have a heading, the "Wearing Apparel Rates."
The only point there is, there has been a lot of discussion about

our rates on wearing apparel. We reduced the rates because we
though we could and still make money on it. Our competitors do
not like it. It is in issue before the Commission. I don't know how
long it will be before it is decided but I will say this, we put in all
the costs, the railroad costs and our costs and I do not think the wear-
ing apparel case has anything to do with H.R. 1986.
The trucklines and forwarders and we, the railroads, and a lot of

people have a lot of cases pending before the Commission. But I
don't think they have anything to do with this law.
The only real point of the wearing apparel rates is that we made

them as low as we could in the hope we could win back into private
enterprise some of the business that has gone to our competition and
some that has gone to the Government's parcel post and our effort
is to do a better job at the lowest possible rates.
I think that is a good idea. Because that is the way a business

has to survive, in private enterprise. But naturally, competitors
have a right to object to these rates, they are doing it, the Commission
will decide the case.
But I do not think it has anything to do with this law.
Mr. GROSS. Except as it may be a guide to the future.
Mr. JoHNsoN. If it is, Mr. Gross, and it may be, it would indicate

for the future that the express company will make the lowest com-
pensatory rates it can, provide the best service it can.
That is what it means for the future. If that is a pattern. That

is all. No matter what we do, we have got to show the 54 Commis-
sions, that regulate us, what our costs are when we file our rates.
We do not make any rates without knowing what our costs are.

To do otherwise would be foolhardy. That is what we are going to
do in all cases, and what we are doing in this case. I do not see any-
thing wrong with that.
Now on page 13, I say the logical position for our competitors is

to support the bill. I just made that point. The bill would put us
in a position where we have to pay our way. And we are going to
get to that point as fast as we can.
It is scheduled for January of 1963, and I would think they would

like that. Certainly I would think they would like that much better
than having the railroads continue to underwrite express losses and
give us transportation free of charge, rather than charging us a rate.
So I really cannot understand why they do not go along with this

bill, unless they think it will result in such poor management of the
express company or our necessity for going to the railroads to seek
a new reorganization plan and perhaps our failure, that the railroads
will throw up their hands at the whole thing and force it into Gov-
ernment ownership or liquidation.
I would hope to avoid that. I will say this, we tried 13 different

plans, before we got the one the railroads all agreed to sign. That was
a terrible effort. If this bill is not passed the contract says the board
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can prescribe a different plan, but what is it? We tried 13 of them
before. I don't know. It would be an awful risk to try to devise a
plan which will solve the problem of 557 and at the same time put us
on our own feet.
I don't know what it is.
If any of our opponents have the answer, I would be grateful to

hear it.
Mr. GROSS. Mr. Johnson, when did the express company first come

to Congress asking for repeal of this law?
Mr. JOHNSON. Last year.
Mr. GROSS. And the law has been. in effect since 1916?
Mr. JOHNSON. Yes, sir.
Mr. GROSS. Why this interest now? I mean, if the law was inop-

erative, if it was obsolete, if it served no useful purposes, why weren't
you in long ago?
Mr. JOHNSON. Well, the law has always hung as sort of a sword of

Damocles in recent times over the heads of the railroads. But the
railroads were convinced there were no rates for express because—
well, there just weren't any. So certainly it would have been an ir-
responsible thing to try to apply the law it contemplates rates for
express and there were not any. So why worry about it?
The trouble is, unless there can be rates for express, there is no way

the express company can ever achieve any profitmaking status, any
independence from the old agency principle. We are in a position
where every year we have to give back all the money we have. I
can't put any money back in the company. There hasn't been a new
dollar put in the company for 30 years. We borrowed some money
on the credit of the railroads. But until the new contract was signed,
everybody thought the express company could operate as an agent of
the railroads and the railroads could take the losses. But they
reached the point where they want to say: You stand on your own
feet; we don't take any more express losses. You have to manage this
and find a way to do it. That means there has to be a rate.
As soon as we approach a plan where there has to be a rate, then

there is a new danger that 557 may be applied. And that is why it
became very important to us as soon as the reorganization plan was de-
veloped, because the reorganization plan contemplates we stand on
our own feet and pay a rate whether we have the money or not.
It is just putting us on the same basis as any private enterprise

business that has to pay its bills. And this has been a great fault of
the organization of the express company in the past: we never had a
clear-cut responsibility to pay so much money for railroad transporta-
tion. But as soon as we get that, Mr. Gross, there is a new fear and
danger that 557 might be used to take away part of the mail compen-
sation which is equal only to the mail cost anyhow. So then they
might be forced to haul mail at a loss.
Mr. GROSS. You say it is equal you say that. I am not convinced,

with all respect to you, that that is entirely true.
Mr. JOHNSON. That is what the Commission reports say, Mr. Gross.

They do. And I think that is right.
Mr. GROSS. That is one of the big flies in the ointment of this pro-

ceeding here.
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Mr. JOHNSON. I would say this: all the mail rates today, Mr. Gross,
have been—all the mail rates by railroads that are in effect today have
been approved by the Commission on the basis of costs. And they
also, all those in effect today, have been agreed to by the Post Office
Department.
Mr. GROSS. That cost includes the losses sustained by the express

company and operation of the railroads 
Mr. JOHNSON. Oh, no, sir. The cost includes only the costs incurred

in hauling mail. None of the express losses are charged against the
Post Office. And the rates in effect today were actually agreed to by
the Post Office, the rates for hauling mail, on the basis of costs, were
agreed to by the Post Office and jointly submitted to the Commission
for review and approval, if it found the costs supported it.
So actually all the mail rates today have the agreement of both the

Post Office and the railroads, and the endorsement of the Commission,
after a public hearing and investigation.
Mr. GROSS. The Post Office had nothing else to go on, did they?
Mr. JOHNSON. They had very extensive information, Mr. Gross.
Mr. GROSS. They didn't evidence that here this morning, nor last

year.
Mr. JOHNSON. They had information—the people in the Post Office

are very competent, Mr. Gross.
Mr. GROSS. There is no question about that.
Mr. JOHNSON. They understand the costmaking principles very well,
Mr. GROSS. Incidentally, I think you are very competent, too.
Mr. JOHNSON. I thank you for that.
Mr. GROSS. I am glad to say it in the presence of the people with

whom you are associated.
Mr. JOHNSON. I am glad you feel that way, and I would like you

to help me keep my job, because one of my jobs is to get this com-
pany on a self-supporting basis, but I don't have any standards by
which to do it, because I don't have a unit cost. I need a unit cost
from the railroads and they can't give it to me if it is going to cost
them a half or a third or an eighth of the mail pay because then they
would be forced to subsidize the Post Office, and they can't do that.
Mr. GROSS. If I remember correctly, there is a provision in the In-

terstate Commerce Act that provides there will be no discrimination
as between individuals and things in the service performed by the
railroads.
What are you going to do when you run up against that? You

want us to repeal that section of the law too?
Mr. JOHNSON. No, sir; I do not. I have a couple of others I would

like to have you repeal, but not that one.
Mr. GROSS. Discrimination in rates as between persons and things.
Mr. JOHNSON. Mr. Gross, in the ratemaking field it is very compli-

cated. There are many commodities which pay all of their costs;
some pay all of their out-of-pocket, plus 30,40, 60 percent of the over-
head; some pay even less than out-of-pocket.
Here is a document released by the Commission, statement No. 460,

called distribution of the rail revenue contribution by commodity
groups. This shows in the whole range of freight transportation
there are varying degrees of ability to pay in relation to fully dis-
tributed or out-of-pocket costs. From out-of-pocket, fully dis-
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tributed, there is a margin called the margin of reasonableness by
the Supreme Court, where you don't expect each commodity to pay
precisely the same contribution to overhead. It can't. It would
stifle trade if you tried to do that.
You have here from 90 percent of out-of-pocket to 300 percent.

But you take into consideration the differences in the characteristics
of the traffic. If you remember, there is no other carrier that has
a law like 557 applicable to him. Only express. This is a hangover
from the old days when the railroads had a monopoly. We don't
have those days any more. This law has been obsolete for years,
in my opinion.
But you don't have, in the transportation field—and you can't

have—ironclad hitching of one rate to another without regard to
differences and there are differences. I will get to the solution of
that problem in a minute.
I make this point here at the bottom of page 13, that we are the

only company that has a law like 557. There is no law that says that
any other carrier has to pay the same rate as anybody else with re-
spect to merchandise. If you had that kind of a law you could, for
instance, say to the freight forwarders, you can't have railroad trans-
portation except at the price the Post Office pays. If you said that
to the freight forwarders they would be out of business like that.
They don't have that law. The motor carriers don't have that kind

of law. There is no other carrier that has a law like 557, an in-
flexible, so-called antidiscrimination provision.
The way it has to work is you have to have an administrative

agency, such as the Commission, in a position to evaluate the different
cost levels—and there are certainly plenty of them—in relation to the
differences and characteristics, ability to pay of different traffic, and
all traffic could contribute the maximum it can. But you can't make
express contribute any more money than the total we have. If you
try to raise rates too much, we lose our business to the competition and
we contribute less. If you cut the rates below the out-of-pocket costs
you get in trouble; you go bankrupt.
Our effort is to contribute and pay every cent we can, but at the

same time to stand on our own feet without any railroad support of
any express losses in the future.
If you are going to have a passenger train system in this country,

we better get about correcting the express and mail portion of the
problem. But you make it worse if you talk about paying the rail-
roads less than they spend for hauling mail, because then you have a
worse passenger train problem. If you talk about the express com-
pany going out of business and we contribute nothing to the passenger
system
' 
you have a worse problem.

The best thing to do under these circumstances is let the Govern-
ment, the Post Office, continue to pay the rates fixed by the Commis-
sion on the basis of what the railroads spend to haul the mail. There
is nothing unfair about that. They have the right to contract at less
than that, if competition will give it to them; and they are using
trucks today and the trucks aren't subject to this kind of law. And
let us try to reestablish our company and pay as much as we can under
this contract. But if you put too great a burden on us overnight, we
fail.

•



INFORMATION TO THE POSTMASTER GENERAL BY IOC 169

Now on page 14 I have a heading, "Competitive Advantages of Par-
cel Post over REA." There has been some suggestion that maybe it
was unfair for us to compete with the Government. I want to say
this: We have been in business a long time. Express goes back 122
years. Just a few years ago, 40-some years ago, parcel post was
started. The Government went into the transportation lousiness,
small package business, in competition with us and all express com-
panies. One or two express companies folded right away. The oth-
ers didn't. We have tried to survive in spite of this Government
competition.
Now in 1913, when parcel post was established, the weight limit

was 11 pounds and a law was passed saying that parcel post will
pay its way. *ow those two premises are very important and they
gave hope to the express companies, the private enterprises, that they
could stay in business in spite of the fact the Government was going
into this field. But the situation is different today.
It is a tough life. Look at the advantages the Post Office has over

us as private enterprise. They pay no taxes of any kind; they pay
no fees for licenses permits; they have a Government retirement plan
which costs them 

licenses,
than railroad retirement costs us. The differ-

ence is nearly $6 million a year. They pay no interest in debt. That
costs us $2,500,000 a year. The Post Office doesn't pay any charge
for vehicles they borrow from other Government departments.
We paid over a million dollars for leased vehicles last year. They
do not need to obtain truck rights. We have to go to the 50 State
commissions to get authority to operate a truck. It takes a long time,
and are difficult to get. Sometimes you don't get them. But the
Post Office doesn't have that problem, and anybody that hauls mail
for them doesn't have that problem.
You don't need to get certificates to haul mail for the Government.

The Post Office is not regulated by 50 States like we are. They don't
have all this staff to maintain. The Post Office is not subject to strike
or work stoppages. If I could get rid of that one problem, it would
be a great help. But that is a big advantage when you are trying
to run an enterprise. They have space priority on all the railroad
trains. They have the right to tell the railroad how to perform their
service. Do I do that? No, sir; I can't do that. And I don't blame
the railroads for not giving me the right to tell them how to run the
trains. I don't blame the railroads for going along with the law that
says mail comes first, even though it is competitive with our service.
I don't blame anybody. But I simply point out that the Government
and parcel post has a big advantage over us and it makes life tough
for us.
Then, the Post Office makes no payment for loss and damage except

on insured parcels. We have loss and damage coverage, without any
extra charge, up to $50 a shipment. This cost us $6 million last year.
The Post Office doesn't handle a great many commodities that we

do: explosives, chemicals, bees, watercress, iced traffic
' 

perishables—a
lot of things. The Post Office has no worries about bankruptcy or
liquidation, a big problem for us.
In spite of what the law says, as a practical matter it doesn't have

to operate without a loss.
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You see, we are trying to live, in spite of this. So we have a hard
time. We can't pay much money. Is it fair, then, for the Govern-
ment to say to express companies, Because you can't pay as much
money as we can out of the Federal Treasury, we should get the mail
transportation at less than railroad costs?
Here is another big advantage for the Government. Here are the

parcel post deficits from the books of the Post Office. The law says
parcel post shall be self-supporting at all times. You heard Mr.
Henderson say that. Well, here are the annual losses, from the books
of the Post Office: 1960, $113 million. The deficit in these 4 years
alone was $420 million, and from the date they started keeping the
books
' 

1926, it is a billion six hundred and thirty-nine thousand and
some dollars. That is a big advantage to have, the ability to go to
the Federal Treasury and get them to pay your losses. If we had
the advantages of the Government, the advantages of Parcel Post, I
can pay more than the Post Office rates, without any worries, and
50 percent more on top of that.
This is one of our problems. We are a private enterprise, trying to

pay the taxes, subject to regulation, dealing with our unions on a
fair wage scale, and in sipte of the Government operating alongside
us. We were here first. The Government is competing with us.
But these things—here is the significance of this bill. These are

problems which make it difficult for us to make money, difficult for
us to avoid losses. The Government is in the field with big advan-
tages operating against us.
Now it has always been my: thought that a Government business

was supposed to do what private enterprise couldn't. We can do
this work. Everytime we raise our rates, 10, 15, or 20 cents, we lose
business to parcel post.
I don't blame the Postmaster General for the fact that he always

has a timelag and losses. The procedures are very cumbersome.
He finds it very difficult to get his rates up from the Commission.
The last case took 2 years and 10 months. But they can, nevertheless,
live. But if I can't get them up, as soon as the costs hit me, I have
to go to the authorities and get a rate increase, and every time I do
that our traffic goes over to parcel post where the rates are lower. .

See that rate comparison. If I didn't have these problems I
wouldn't worry so much about 557. But in the face of these difficulties,
I think it is unfair for people to say to me, You have to pay as much
as parcel post. That is what 557 does. Parcel post is not in danger
of liquidation. Here are their rates.
I don't have time to go over these but I will say this, our basic rates

are first class. On every single one of those figures, you will find
parcel post far cheaper than we are. Now we have some wearing ap-
parel rates which were discussed here. They are the lowest we have,
I think, and you will find only two or three instances in that whole
chart, up to 3,000 mile hauls, 70 pounds, you will find only two or
three instances where we are lower than parcel post. That is the only
degree to which we have been able to complete with the Government.
But I do think we have a right to try. If we can do it and make

a profit, I don't think it is immoral. I would think people who like,
private enterprise would think it was wonderful, if private enterprise
could do the job at the same cost as. the Government, in spite of the
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fact the Government doesn't have these obligations, charges, and
expenses.
The important thing to 557 is I just don't think it is reasonable to

expect private enterprise, which has to live with Government com-
petition, to pay the same price that the Government pays when it
can take the money out of the Treasury and I have no treasury to
go to. Therefore, I think it is unreasonable to expect us to do that
and I think it would be unfair to expect to apply 557 through the
medium of forcing the railroads to sustain losses on mail.
Going on, I think I covered the point on pages 15 and 16 and that

is about the end. I might say that all these exhibits, which I have
shown you here, are attached to this statement, for you to read and
see at your leisure. I would just like to close with this one thing:
Where does the public interest lie?
I know that is what you, Mr. Olsen, and you Mr. Gross, are inter-

ested in. Where does the public interest lie on H.R. 1986? Does the
public interest require the old law 557 to be retained? Well, I say
it doesn't, because—the statement shows all these sections of law—
the law is more than adequate, in protecting the Government, parcel
post, and Post Office Department, from excessive charges for hauling
mail.
Other sections of the law, which are detailed in here, provide the

Commission shall fix the rates as fair and reasonable on the basis of
hearings. The Post Office has all the information which the railroads
can use, they have a right to check it and eventually the Commission
comes out with a decision. One of these cases took 5 years, and nation-
wide field studies, cooperatively with the Post Office participating.
Recently the costs have been compared together and the Post Office

agreed to the rates, and the Commission investigated and approved.
But as long as the Post Office never has to pay the railroads more than
the railroads spend in hauling mail, it seems to me that the public
interest is fully, protected.
In addition, today—which you didn't have in 1916—the Post Office

has resort to competitive means of transportation, the motor carriers
and so forth. In addition, since 1940, the Transportation Act of 1940
gave them the right to contract with railroads below the rates fixed
by the Commission. So I submit there is plenty of protection of the
public interest there. I think certainly 557 can't protect it because
it cannot operate.
Mr. OLSEN. Mr. Johnson, you have consumed 30 minutes.
Mr. JOHNSON. Thank you.
On the other hand, if the bill is not passed, I will try to avoid

liquidation, the experience of the past indicates that our company and
our 32,000 employees will run the gravest risk of nationalization. I
will certainly do everything to prevent it. But I think the plan which
is embodied in that contract, filed with you, considered by the Commis-
sion and approved, is reasonable and fair. There is no unfairness
involved. It is a way out for us.
I think the Post Office will be much better to have us paying a rate

to the railroads, because then they will have something to start with,
they can go to the Commission and the Commission has said that they
will consider comparative rates. And they can evaluate the differ-
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ences. And the Post Office has gotten nowhere with 557 under the
old plan, but under the new plan, if this bill is passed, they will have
a better chance.
(The complete statement of Mr. Johnson follows:)

FURTHER STATEMENT OF WILLIAM B. JOHNSON

I have previously presented a statement to this subcommittee and I appear
a second time simply to supplement that statement with answers to certain
charges made by those opposing the passage of H.R. 1986.
Aside from the Post Office Department, the opponents of this bill have been

the Parcel Post Association, one freight forwarder and the American Trucking
Association.
The truckers and the forwarder are, of course, among our many competitors.

The Parcel Post Association is supported by business users of the Government's
small package transportation service, which also competes with us. The
common sentiment which brings these three opponents here is their resentment
of both REA's rescue from its recent crisis, and its progress thus far in reorgan-
ization and rebirth as an active, competitive carrier. They try now to use these
hearings to stop us in midair, thereby returning REA to the old days of a slow
but sure death as a private enterprise.
We were not then a competitor of any concern; our rates were quite high and

our service was steadily deteriorating. The forwarder and the trucks could
ignore us. Today, while we have recovered very little of our 130 million
shipments lost in the last 14 years, we are fighting, and are competing with
lower rates, new techniques and improved services. Naturally our competitors
want this stopped.
The some 300 members of the Parcel Post Association remember that

REA's near death just 2 years ago caused serious consideration of Senate
Resolution 8. This resolution would have nationalized us, made us part of
the Post Office through Federal acquisition. For many years now those busi-
ness users of parcel post have profited from a taxpayer subsidy in the form
of money-losing Government rates for parcel post service. Naturally they-
like this, and they know that REA's death, would force an even larger Gov-
ernment transportation business, leading to even more subsidy through more
money-losing Government rates.
These objectives of less competition and a bigger taxpayer-subsidized Gov-

ernment transportation business are contrary to the healthy principles of compe-
tition and self-reliance which are fundamental in our private enterprise econ-
omy, but they are nonetheless the real objectives of these three opponents of
H.R. 1986. They have no real concern for fair railroad rates for hauling
parcel post, because they know that this is already assured by the laws under
which these rates are fixed by the Government itself, the ICC. And they know
that section 557 has had no effect whatever on those rates during the 45 years
it has been on the law books. They also surely know that even if it were to
remain law for another 45 years, its only effect on transportation would be to
handicap REA's management and 32,000 employes in their fight for survival
and stability of the long-established express business, standing on its own feet.

Accordingly, I am grateful for the opportunity of briefly correcting the record
and answering any and all questions which you may have. I would also like
to bring the issue back into perspective, which may understandably be dis-
torted by some of the irrelevancies introduced into the record.

I. THREE FALSE ASSERTIONS

Opponents can easily make charges in great number and with great ir-
responsibility. A patient and thorough correction of the record is tempting,
but would be time-consuming when prompt action is vital to our own interest.
I will, therefore, deny and discuss just three of the false assertions by the
opponents:

First, the rediculous charge that REA is seeking a monstrous monopoly of
all small shipments, along with the implication that this might occur; second,
the incorrect claim that for years we have concealed facts from the ICC so
that it has helplessly or willfully refused to apply the 45-year-old section 557;
and, third, the false assertion that the Post Office Department has thus over-
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paid and subsidized the railroad and REA by billions of dollars. None of these
charges is true.

First, the monopoly charge: This is a good example of a baseless "big
smear," the appeal to emotion, fear, and old prejudices. Is REA about to be-
come a monopoly? Why not look at the facts? The facts are—(1) REA has
about 18,000 to 20,000 competitors, including the Federal Government itself;
(2) we have a large equipment debt, many obsolete terminals, much overage
motor equipment, no corporate surplus and practically no equity capital; (3)
the express business lost—out-of-pocket—$10 million last year; (4) we are
in the small shipments business, which for 15 years has been recognized as one
of the toughest in the whole transportation field, for both the public and the
carriers; (6) just 2 years ago we were preparing to liquidate (and actually
have a detailed plan ready for implementation) ; (6) we are handling less
than one-third of our 1947 volume, and since then have had to furlough some
44,000 employees (exhibit A) ; (7) our rates to the public are generally far
higher than those of our competitors (although we are trying to correct this,
for history has proven the error of pricing ourselves totally out of the market) ;
and (8) we are handling less than 2% percent of the total available business
(exhibit B).
Does this sound like a monstrous monopoly, abusing the public and putting the

Government itself out of business? We would need more than a 200-percent
shipment increase today in order to be back merely where we were 14 years ago,
with no allowance for the growth of transportation in this country in the
interim. And let us again remember, insofar as the public interest is con-
cerned, that REA is regulated from stem to stern by 54 State and Federal
commissions.
This ridiculous charge by Mr. Henderson of the Parcel Post Association was

presented through selected, partial quotes from a speech I made in New York.
The speech was a public expression, made at the request of important shipper
groups, of my views on what might be done about the historically difficult and
important small shipments problem. For years there has been discussion—
largely from the Post Office—of creating a so-called single agency to handle
all the small shipments of the country. In the New York speech I argued
against this, on the ground that it would inevitably mean a nationalized trans-
port system. As to mergers or acquisitions, my one and only suggestion was
that it would be logical for the railroads ultimately to combine their less-than-
carload lot freight system with their wholly owned express system, each of
which is now losing money. I also urged to these important shippers that they
could secure the benefits of a nationwide system, policy, and procedure, of co-
ordination and consolidation of services—and without socialization—by simply
using REA, which must indeed find a future in greater public use of the cost-
ly nationwide system which we have long maintained for the public. But
neither greater public use nor the fact that we long have employed all modes
of transportation gives rise to any implication whatsoever of monopoly. From
2 percent of the available traffic to monopoly would be a long stride indeed.

Secondly, the charge of concealing information under 557, and a willful ICC
refusal to enforce the law: The ICC fully explained its decision in docket No.
30177, Railroad Rates on Express Matter, 274 ICC 683, decided July 29, 1949.
Copies of this decision, which speaks for itself, are available to the whole world.
I will gladly supply a copy for the record or for any member of the subcom-
mittee. On the merits of the Commission's decision, I will simply point out
that not since 1928 has there been any charge or rate for railroad transportation
of express. No matter what information has been or might be furnished, or
computations made, neither the Commission nor anyone else could validly or
honestly identify something that has not existed.
The Commission did say in its decision that it would require REA to furnish

all pertinent information (274 ICC, at pp. 687, 688). We did that for about 5
years. These reports were made quarterly and I submit a copy of a typical one
as exhibit C. They showed the total amount paid by REA to the various classes
of carriers, the number of car foot miles of registered express space on rail-
roads parties to the express agreement, and the number of express shipments.
All information was shown for the system and for each section of the country.
The reports were discontinued in 1955 with the consent of the Post Office
Department.

66938-61 12
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To charge concealment under these circumstances is fantastic. The people
in the Post Office have never been in any doubt as to the facts. The non-
existence of rates has not been the fault of anyone—there is no blame to be fixed.
Our opponents' charges of concealment and refusal of duty are simply a cover-
up, a lever, a talking point to arouse the uninformed.

Transportation authorities have recognized for years that not all commod-
ities can or should pay the same proportion of transportation overhead expense.
For example, in September 1960, the ICC's Bureau of Accounts issued state-
ment No. 4-60, entitled "Distribution of the Rail Revenue Contribution by Com-
modiy Groups-1958." This 69-page report shows that many commodities paid
less than 90 percent of their out-of-pocket cost, and many paid as much as 300
percent—with many others ranging in between. If the unsound principle of 557
were applied for an individual shipper, he would be privileged to secure data.
from the Commission on a similar commodity and then to compel the railroads
to haul his traffic at the same price, regardless of differences in conditions and
service. The Commission exists to give due weight to related rates, evaluating
the differences and working toward the best overall result.
If H.R. 1986 is passed, REA will be able to buy transportation from the rail-

roads on an initial price basis by which it has a chance to live, under a contract
approved by the ICC. The facts will be readily available, as they always have
been. In fixing mail rates, the Commission will be in position to give such
weight to the express price basis as it deems fair and sound, considering dif-
ferences in service and other pertinent matters. If H.R. 1986 is not passed,
there will probably be no such price basis; certainly there will be no use of
557 in any event; possibly there will be no express company in private enter-
prise, although, of course, I will always seek a way to avoid both nationalization
and liquidation. The clear way is to pass H.R. 1986.
The third accusation, the charge that the Post Office has been subsidizing the

railroads and REA by millions of dollars a year because 557 has not been
applied: This is absurd.
Not one penny of subsidy has been paid REA by the Post Office. The railroads

have been given all the money which REA has had available after paying its
own expenses. And, as already pointed out, every effort has been and is being
made to reduce express losses. Certainly we have had a long succession of rate
increases. The railroads are adamant that by January 1, 1963 the historic un-
derwriting of express will be ended, even if it means our bankruptcy. Thus,
H.R. 1986 is pointed squarely to the end of any rail subsidy to REA—even if
the rails do own the company. This places the strong incentive of survival
behind REA's obligation to pay its way, and is the big hope of ending our sub-
sidy from our owners.
If Mr. Henderson and our truck and other competitors really wanted the end

of any underwriting of REA by the railroads, they would favor H.R. 1986, not
oppose it. Both the railroads and REA want it ended, and indeed it will be,
either by gradual assumption of self-support, which we here seek the opportunity
to try, or by discontinuance of the business or nationalization, which we here
seek to avoid.
As to the so-called Post Office subsidy to the railroads, there is none. Under

39 United States Code, section 6203 the Postmaster General may compel rail
services, in accordance with his regulations. Under section 6208(a), the ICC is
required to fix fair and reasonable rates for those services, and the rates con-
tinue until changed after notice and hearing of evidence. Under section 6209
the Postmaster General is required to pay the rates fixed by the Commission,
except that he may make special contracts at lower or higher prices under sec-
tion 6215, and may seek special rates from the ICC under section 6210. All of
this in itself would make section 557 unnecessary, even if it were practicable.
In addition, a special proviso in the Transportation Act of 1940 authorizes the
Post Office to contract with any railroad for mail transportation at rates lower
than fixed by the ICC—and this provision has been used extensively by the Post
Office.
The Post Office can also make special contracts with motor carriers under the

so-called star route laws.
Can there be any serious thought that the 45-year-old 557—never used—is

really necessary to protect the public interest? There is no provision anywhere
for any Post Office payment or anything other than a service rate for service
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performed—no cash is ever paid just to help a railroad stay alive, serve the
public, or meet its financial needs. Any railroad can be required to serve the
Post Office, but under no circumstances can the Post Office ever be required to
use rail service or to pay more than the rate fixed by the ICC. And the ICC
has never fixed a mail rate at more than full cost plus a 3 percent return. With
the Government (PMG) controlling the service, and the Government (ICC) fix-
ing the rates on the basis of cost, there is certainly no need for the old 557 in
order to protect the public interest.
In 1959, the Post Office paid the railroads $149 million for line-haul service for

parcel post. By definition the railroad costs, including 3 percent return, of doing
the job for the Government were at least that much—$149 million. Did the
payment, then, include a subsidy of $100 million, as Mr. Henderson says, because
the express company only paid $123 million in 1959—or $26 million less—for
line-haul express service for a lesser volume? It obviously would be ridiculous
to answer such a question in the affirmative.

If the $149 million of rail compensation were reduced to only $49 million—as
Mr. Henderson would have it—the railroads would have received for less work
$74 million more from the express company than from the Post Office. And by
definition, they would have been paid at best $100 million less than the cost they
incurred, plus 3 percent return, to serve their Government. They would then be
subsidizing the Post Office—and forced to do so under penalty of fine for the
peculiar reason that the express business of the railroads was conducted at a
loss in spite of all efforts to prevent this.

• It is self-contradictory to talk of a Government subsidy to railroads by reason
of payments computed by the Government as merely reimbursing the railroads
for costs incurred by them in providing a compulsory service. Whether the
express service can be made to pay its way, or how near it can come to that
objective, has nothing whatever to do with fair pay to railroads for transporting
mail and this is why section 557 is unsound and obsolete under 1961 conditions,
whatever its merits under the totally different transportation conditions of
1916.

II. PERSPECTIVE

(a) ICC recommendation 3 years ago

The ICC first recommended repeal of 557 in its 72d annual report to the
Congress on December 1, 1958. The express company was then operating under
the old 1954 contract with the railroads. The new contract, which makes repeal
of 557 important to our reorganization, was not then even thought of, outlined
or discussed. It was first agreed upon on July 2, 1959. Contrary to Mr. Hen-
derson's assertion, therefore, the Commission recommended repeal before the
express company even faced liquidation or nationalization in 1959 and long
before even a word of the reorganization plan was formulated or written into
the new contract.
Why? I quote from pages 186-188 in the Commission's 74th annual report

to Congress: (1) "The relationship between the express agency and the rail-
roads" and the "organization and operation of railway express" have "changed"
since 1916. (2) These changes render section 557 "obsolete." (3) "The trans-
portation of express matter by railroads is not performed under any rates or
system of rates." (4) Nonetheless the law compels the Postmaster General to
"request from the Commission * * * rates * * * for services rendered in the
transportation of express matter." (5) This compulsory request is futile, waste-
ful and meaningless because "it is impossible for us to arrive at any practical
determination of what would be the underlying rates." These are the same
reasons the Commission gave 3 years ago in its 72d annual report. The public
interest in sound, up-to-date legislation will be served by repeal. To think
otherwise is to ignore conclusions which the members of the Interstate Com-
merce Commission have reached annually since December of 1958.

(b) Broad public support for H.R. 1986
Since the new express contract took effect on October 1, 1959, we have striven

hard to eliminate the $40 million out-of-pocket express deficit. Three-fourths
of it is gone in less than 2 years. This has been.a heroic, painful but lifesaving
accomplishment by our 32,000 people. We have done it solely by concentrating
on doing a good job for the public as cheaply as we can. I see nothing wrong
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with that—and neither do the shippers, regulators and general public in the
50 States which we serve. This is why H.R. 1986 has such broad public support.

If we were a threat to the shipping public, rather than a useful private
enterprise fighting to stay alive by good, reasonably priced public service, H.R.
1986 would certainly not be supported by so many shipper and public groups,
and other organizations, all of which have adopted resolutions supporting the
bill. Some of these more important groups are:

The Interstate Commerce Commission.
The Brotherhood of Railway Clerks.
The National Industrial Traffic League.
The National Retail Merchants Association.
The Association of American Railroads.
The American Short Line Railroad Association.
The Air Transport Association.
The National Association of Railroad and Utilities Commissioners.
The Transportation Association of America.
The Milwaukee Association of Commerce.
The Atlantic States Shippers Advisory Board.
The Central Western Shippers Advisory Board.
The Mid-West Shippers Advisory Board.
The Pacific Coast Shippers Advisory Board.
The Southwest Shippers Advisory Board.
The Trans-Missouri-Kansas Shippers Advisory Board.
The Allegheny Shippers Advisory Board.

If the ICC's endorsement of H.R. 1986 were anything but sound in the light
of modern transportation principles and regulation, Congressman Oren Harris,
chairman of the Interstate and Foreign Commerce Committee, would hardly
support H.R. 1986. If the bill were not important in our fight to survive and
save their jobs, our thousands of employees would not be here expressing their
concern. And the support of the National Association of Railroad and Utilities
Commissioners—representing the regulators in all the States—would not be
forthcoming if we were a threat to sound, progressive transportation service
for the people. The broadly representative Transportation Association of
America is dedicated to preserving free enterprise in transportation, and thus
supports H.R. 1986. The Nation's airlines and the railroads haul mail as well.
as express—but they all support H.R. 1986.

(o) The wearing apparel rates
Over the last 2 years we have been engaged in a constant effort to serve

the public better by simplifying tariffs and reducing rates to a realistic and
competitive, but always compensatory, level. In every instance we have made
careful studies in advance and only two of our many rate adjustments have
been assigned for ICC investigation. One of these is the wearing apparel tariff
which has so preoccupied Messrs. Henderson, Hoffman and Freund in their
testimony before this subcommittee. Moreover, on the basis of extensive
affidavits and pleadings, the ICC has made a preliminary finding that there is
so little likelihood that our wearing apparel rates will need regulatory modifica-
tion that it has allowed us to put them into effect while the investigation has
been going on.
The wearing apparel case has no bearing on H.R. 1986, any more than have

the several hundred ICC investigations now pending concerning the rates of
the ATA for whom Mr. Freund speaks, or the similar such investigations of the
rates of freight forwarders such as Mr. Hoffman's Chain Deliveries Express.
Nevertheless, I would just like to deny that these wearing apparel rates consti-
tute unfair competition. They were published only after detailed cost studies
showed that they will cover the costs of both REA and the railroads on the
particular traffic involved. We believe that this will be conclusively shown in
the ICC proceeding. In any event, it is not relevant to H.R. 1986.

(d) The logical position for our competitors is to support H.R. 1986
It is strange that Mr. Hoffman and Mr. Freund pretend to favor our continuing

to receive transportation from the railroads without fixed charge, rather than
have us obligated to pay for it in stipulated amounts and stand on our own.
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feet, with the attendant risk of financial failure. We are willing to take the
risk, and indeed must do so. This is the object of H.R. 1986. Our competitive
efforts should be easier for Messrs. Hoffman and Freund to cope with if we have
an obligation to pay a transportation rate to the railroads for service. Such
an obligation will contribute greatly to sound management, will force us to
meet our expenses like any other business and also give us a profit incentive.
On the merits, our competitors should welcome this change. Actually they seem
to hope that by opposing everything we do or seek REA will be forced back to
the old days of slow death and ultimate liquidation, as was recently threatened.

(e) REA only carrier subject to law such as section 557
None of our competitors is subject to section 557 or any similar provision of

law. This old law was passed when railroads had a virtual monopoly of trans-
portation in this country. It applies only to railroad transportation of express
and is another example of a discriminatory restraint based on conditions long
since gone. Section 557 is typical of many provisions of transportation law
which have not been eliminated or changed as conditions in the industry have
changed. Our competitors are not subject to such a law but want us to remain
subject to it, presumably to hamper us, and discriminate against us.

(f) Competitive advantages of parcel post over REA
Mr. Henderson, of the Parcel Post Association, referred to the old 557 as a law

to protect the Government against discriminatory pricing by the railroads. What
about Government discrimination against express? Parcel post has been given
big advantages over us. They inevitably mean a big handicap for us in staying
alive, much less in paying the same transportation rates as parcel post (exhibit
D). It is ridiculous for anyone to talk of requiring us to assume equality of
payments to the railroads—after the Government has given its own competing
mail service the special advantages over us of space priorities, lower costs,
governmental powers over service, freedom from labor disturbances, and a never
ending supply of taxpayer dollars to use in meeting deficits. And it is unfair for
the Government to use its special powers and taxpayer dollars to compete us into
poverty and losses and then for anyone to suggest under 557 that our poverty
is a reason why it should pay less for mail transportation than Congress own
regulatory agency has found to be fair.

(g) Parcel post deAcits average $90 million annually
In this connection I also want to supply a list of Post Office figures showing

parcel post deficits (exhibit E). Government competition is bad enough when
the Government's rates are compensatory; it is impossible when the competition
has all the advantages of a Government business and still operates at an average
annual deficit of $90 million a year (last 12 years) or over a billion dollars in the
last 12 years. Incidentally, it is estimated that parcel post costs have increased
about $55 million, on an annual basis, since the end of fiscal 1960, further ag-
gravating the problem. These figures show how hollow is Mr. Henderson's
repeated talk about the law requiring parcel post to break even. The law re-
quires it, all right, but it doesn't happen.

(h) The change in parcel post premises since 1916 makes section 557 unfair and
unrealistic today

The scare talk of a "dying" parcel post is ridiculous. It is true that REA has
tried hard to find a way, by better service and lower but compensatory charges,
to compete with parcel post. We have had very little success, but we do assert
the right to try. Mr. Henderson seemed to suggest that competition with a
Government transportation business is immoral or unfair. I see nothing wrong in
trying to persuade the American people to use a private enterprise service rather
than a Government service. I should think such efforts would be cheered by all
Americans, certainly by all shippers and businessmen who can look beyond the
lure of today's taxpayer-supported profits. REA is fighting for its life—under
the handicap of a competing Government. The proper function of parcel post is
to do what private enterprise can't do in a free, competitive economy, not simply
to provide cheap service. I would like to point out that the express business was
here first-122 years ago. Parcel post is not yet 50 years old—and it certainly
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is in no danger of liquidation. Parcel post was established in 1913 on two fair-
dealing premises: first, that it would always be self-supporting, and, second,
that it would compete to the least extent possible with private enterprise. The
apparent abandonment of these premises alone makes section 557, which was
passed in 1916, unfair and unrealistic under present conditions.

(i) Parcel post rates are generally far lower than express rates

In this conection I submit a comparison of our rates with those of parcel
post (exhibit F). Only where we are tendered 10,000 pounds of traffic in a day
by a single shipper can we undertake to compete pricewise with the Government,
and even then only on a certain kind of business, and on certain sizes of packages
for certain distances. The Government's charges are generally far lower than
ours, and the Gownnment attracts nearly nine times the pieces of traffic we do.
The parcel post deficit problem is simply that the adjustments in parcel post
rates to the public have been permitted to lag far behind the increases in parcel
post costs over the last 10 to 12 years. And this does not include the parcel
post share of costs charged to departments other than the Post Office, nor any
interest on past losses. Of course, it is only a Government business which can
follow such policies.

III. THE OVERALL PUBLIC INTEREST

The real test of H.R. 1986 is whether it serves the public interest in repealing
557. The Government is guaranteed fair and reasonable mail transportation
rates, without 557, by ICC regulation, by competition between carriers under
modern conditions, and by freedom to contract with railroads for service at less
than the ICC rates. Section 557 is thus unnecessary to protect the public interest
in fair mail rates. Going further, it is now actually an instrument of positive
harm to the public interest in threatening to block the chance for an efficient,
private enterprise, self-supporting and taxpaying express service.
Our competitors may shortsightedly think it better for them if H.R. 1986 is

not passed, if the REA reorganization plan collapses, and our company dies or
is nationalized. But they, and Mr. Henderson's businessmen who enjoy sub-
sidies through low Government rates for parcel post, should know that com-
promises with socialization are dangerous. There is more threat to them all
from that quarter than from regulated competition and service by us. The great
shipping public, the State regulators, and our employees understand this. We
hope the subcommittee shares the same conviction.

EXHIBIT A

Rail less- Rail less-
Year than-car- Number of Year than-car- Number of

load express
shipments

employees load express
shipments

employees

1947 189, 320, 951 75,117 1954 75, 760, 093 42,357
1948 141, 748, 167 66,340 1955  78, 238, 660 41,703
1949 106, 113, 341 55, 162 1956 80, 710,438 41,931
1950 87, 192,444 49, 134 1957 68, 430, 224 37,315
1951 77, 684, 716 44,803 1958 67, 424, 617 36,305
1952 92, 020, 344 46,754 1959 63,774, 573 32,948
1953 85, 785, 786 44,679 1960 159, 744, 174 31,401

1 2 months estimated.
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EXHIBIT B

TONNAGE OF SMALL SHIPMENTS BY VARIOUS CARRIERS
Year 1959 (Parcel Post is Fiscal 1959)

69.2 TOTAL 100%
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EXHIBIT D

LIST OF ADVANTAGES, PARCEL POST OVER PRIVATE ENTERPRISE
TRANSPORTATION OPERATIONS

The Post Office Department pays no taxes of any kind.
The Post Office Department pays no fees for licenses or permits.
The Post Office Department is in the Federal Government retire-

ment plan, rather than the more costly social security or railroad
retirement.
The Post Office Department pays no interest on debt.
The Post Office Department pays no charge for borrowed vehicles.
The Post Office Department does not need to obtain truck rights.
The Post Office Department is not regulated by the 50 States.
The Post Office Department is not subject to strikes or work stop-

pages interrupting the service.
The Post Office Department has space priority and can control rail

service.
The Post Office Department makes no payment for loss and damage

except on insured parcels, for which an extra charge is made.
Parcel post does not handle certain costly commodities.
The Post Office Department• has no worries about bankruptcy or

liquidation. In spite of what the law says, as a practical matter, it
does not even have to operate without a loss.

EXHIBIT E

Amounts by which 4th class parcel post revenue failed to meet post office
expenditures1

Fiscal
year

Deficit Deficit forperiod
Accumula-
tive deficit

Fiscal
year Deficit Deficit forperiod Accumula-tive deficit

1926______
1927 ___
1928_ _ __ __
1929_
1930 1931_ _ __  
1932_ _  
1933_ _ __  
1934195......_.,
1936 1937 
1938  __
1939  
1940 1941_ ___  
1942 
1943 

$2, 959, 733
4, 479, 586
7, 039, 930
19, 778, 707
15, 570,731
20, 031, 600
32, 716, 267
32, 014, 402
19, 057, 955
20, 886, 924
18, 007, 55014, 057, 323
16,969, 837
17, 488, 641
21, 809, 870
19, 092, 069
17, 909, 587
No report

$69,

122,

89,

860,

683,

417,

287

098

740

$69,

192,

281,

860,

543,

961,

287

385

125

1944_ _ __ __
1945
1946 1947_ __ _
1948_ ___  - 96,619,
1949 .
1950105,1951 131,
1952. ___  
1953_
1954
1955_ _ __  
1956
1957
1958_ _ __  
1959_ ___  
1960_

$14, 462, 477
2 688, 018

42, 415, 365
56, 083, 873
 890

130, 789,471111, 193
140,928

153, 735, 441151, 497, 033
23, 290, 554
2 1, 938, 362
15, 096, 265
58, 590, 272
116, 930, 234
133, 063, 119
113, 000, 000

$74,

519,

341,

421,

099,411

745, 355

680, 931

583, 625

$356,

1,

1,

875,

217,

639,

060,

805,

486,

070,

536

891

822

447

1 Source: Post Office Department Cost Ascertainment Reports. (Figures do not include taxpayer losses
on parcel post represented by costs of other Government agencies and Federal debt interest costs on accumu-lated losses. These items are now estimated to total over $80,000,000 annually.)

2 Surplus.
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EXHIBIT F

Comparison of REA charges and parcel post charges in cents

Miles

100 300 500 1,000 1,400 1,600 2,500 3,000

10 pounds:
Parcel post 73 83 98 125 155 186 216 216
REA 1st class 295 320 339 374 400 415 436 450
Wearing apparel 1 190 195 206 223 238 245 256 258

Do.2 210 210 210 223 238 245 256 258
20 pounds:

Parcel post 113 138 168 225 275 341 396 396
REA 1st class 325 375 414 481 537 564 627 664
Wearing apparel 1 198 224 244 280 309 324 358 372

Do.2 220 234 254 290 319 334 368 382
40 pounds:

Parcel post 193 276 336 450 550 682 792 792
REA 1st class 386 485 561 699 807 863 1,008 1,092
Wearing apparel 1 214 253 283 338 380 402 457 485

Do.2 264 303 333 388 430 452 507 535
70 pounds:

Parcel post 3 346 497 602 800 980 1, 209 1, 404 1,404
REA 1st class 477 648 784 1,028 1,215 1,312 1,582 1,733
Wearing apparel 1 219 287 340 435 508 546 652 705

Do.2 264 303 340 435 508 546 652 705

1 Charges on single shipments when forwarded from 1 shipper to 1 or more consignees in aggregations of
10,000 pounds or over.
2 wearing apparel charges effective Apr. 24, 1961, in ICC 8499 for single shipments when forwarded from

1 shipper to 1 or more consignees in aggregations of 10,000 pounds or over.
3 A constructed charge based on the charges for individual packages of 20 pounds, 20 pounds, 20 pounds,

and 10 pounds, totals 70 pounds between 1st class post offices.

Traffic Department, Pricing Division, New York, N. Y., Mar. 13, 1961.

Mr. OLSEN. Thank you, Mr. Johnson.
Our next witness is Mr. Hastings.
Mr. HASTINGS. Mr. Olsen, if you have no objection, we would like

to have Mr. Goff, of Continental Trailways, take the stand first. I
will follow him.
Mr. OLSEN. He wasn't here this morning. I didn't know he was

here. Thank you.
Mr. Goff?

STATEMENT OF WARREN A. 'GOFF, ASSISTANT GENERAL COUNSEL,
TRANSCONTINENTAL BUS SYSTEM, INC., DALLAS, TEX., ON
BEHALF OF NATIONAL TRAILWAYS BUS SYSTEM

Mr. GOFF. Mr. Chairman and members of the subcommittee, there
are two representatives of the bus industry here today, myself and
Mr. Hastings. We have prepared statements which I believe comple-
ment each other and we feel the two statements should be considered
together in their entirety, in order to give to you the position that the
bus industry occupies in this particular hearing.
It won't take more than 15 or 20 minutes to read both of them and

we would like for them to be considered together, so that together they
might present a complete picture.
I am Warren A. Goff, assistant general counsel of Transcontinental

Bus System, Inc., Dallas, Tex., and testifying in behalf of National
Trailways Bus System. National Trailways is an organization com-
posed of some 45 independent intercity bus carriers serving 48 of the
50 States. National Trailways opposes passage of H.R. 1986.
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One of the basic questions which the bus industry feels must be
resolved, and a question of first importance is why are the Nation's
intercity bus carriers interested one way or another in H.R. 1986,
since it obviously has nothing to do with passenger traffic. It is that
very passenger traffic, or more specifically the lack of it, that has
caused the conditions which prevail in today's bus industry and which
spark our opposition to this bill.
For a number of years it has been common knowledge that the

railroads have suffered a steady decline in passenger traffic and reve-
nues. The result of this decline has been the loss of passenger train
after passenger train. The ultimate result is that today's intercity
bus carriers are the sole surviving mass transportation media in thou-
sands upon thousands of communities in every corner of this Nation
which no longer have passenger train service and which are too small
to support local air service. Were it not for bus carriers, these com-
munities would be isolated from the rest of the world insofar as public
transportation is concerned. Intercity bus carriers serve over 40,000
cities, towns, and communities in the United States, which are served
by no other form of public transportation, insofar as the movement
of passengers is concerned.

Unfortunately, the discontinuance of the passenger trains did not
mark a new day for the bus carriers. The same competition from the
airlines and the private passenger vehicle, which exacted its toll on
the railroads, set about to make similar inroads on the revenues of
the bus carriers. The result was a downward plunge of passenger
revenues.
The figures which I will give to you are taken from investigations

which I have made with respect to a bus system which is the second
largest in the United States, Continental Trailways. While the actual
figures and percentages will vary to some degree from busline to
busline depending upon its geographical location, size, and related
factors, I know of no bus carrier in the United States whose experi-
ence has not paralleled that which I will relate. In the case of some
smaller bus operators, the trends shown by this investigation are even
more severe.
In 1949, Continental Trailways derived some 93 percent of its total

gross revenues from passenger traffic. In 1950 that percentage slipped
slightly. In 1951 it slipped again. The intervening 10 years have
seen a steady downward trend in these revenues until in 1960 they
comprised only 72 percent of the total gross revenues. Gross revenues
rose to some extent during the period, mostly attributable to rate
increases.

It requires no degree in higher mathematics to understand that
when any business loses such a large percentage of revenues derived
from its principal source something must be done. The alternatives
are relatively simple. Either other sources of revenue must be de-
veloped to take the place of those which have been lost or the service
rendered to the public drastically curtailed.
Bus carriers, being a semi-public utility having a duty to provide

service to all the public, set about to develop other sources of revenue
so that the service level could be maintained, not only between major
cities but throughout the Nation. They had at their disposal two
incidental sources of revenue, those being charter coach service to
special parties and the transportation of package express. Both of
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these sources of revenue have been developed in the past 10 years at
about an equal rate, and together they bridge the gap left by falling
passenger revenues. It is the express business which here interests
us today.
Bus operators historically have handled small shipments of package

express. Until recently, however, the volume of such express was
relatively small. In 1949, for example, the same bus system whose
figures I quoted in relation to passenger business derived only 2 per-
cent of its total gross revenues from express. This has been developed
to the point that in 1960 express comprised almost 14 percent of the
total gross revenues.
It must be borne in mind that a bus company must maintain all

of its facilities, that is, terminals, buses, drivers, et cetera, regardless of
whether express is handled or not, in order to transport its passengers.
Many is the local schedule in areas which are not main line territory,
where no train or air 'service is available, on which the passenger
revenues do not pay the cost of operation, let alone a profit, but on
which the express revenue means the difference between submarginal
and profitable operations. Many is the busline that finds its revenues
from express equals or exceeds net profits after taxes. The blunt
truth of the matter is that without present express revenues, the bus
industry cannot survive in its present form.

Today's bus express business is a multimillion-dollar business, ex-
ceeding $35 million last year, carried on fast, frequent bus schedules
throughout the United States, many of which have been preserved
and exist today only because of that same express traffic. The jobs
of some 55,000 persons directly employed by buslines and the many
other thousands of small businessmen who also act ths commission
agents for the buslines depend on the retention by the bus carriers
of their present express revenues and the development of even more
in the future.

Today's bus operator wants no more than his fair share of the small
package express business which the excellent service to the public
which he now provides will bring to him in the regular course of busi-
ness. He knows that this share will increase as time goes on. He is
not afraid of competition for so long as that competition does not have
an unfair advantage. No advantage could be more dangerous in the
hands of a major competitor than that of a Government subsidy.
Bus operators receive no subsidy of any sort. They must build their
own terminals in the heart of every major city at tremendous expense.
They pay heavy vehicle and fuel taxes to support better highways.
Every bus carrier considers REA to be one of its prime competitors

and I have no doubt REA considers the motorbus industry to be a
formidable competitor. Competition is keen from a service stand-
point and since the establishment of low incentive rates on commodi-
ties where a tremendous volume exists such as auto parts or clothing,
the competition hits home ratewise.
National Trailways feels that REA is being involuntarily though

indirectly subsidized by the Post Office Department. While section
557 of the Railway Mail Pay Act (39 U.S.C.A. 557)—which H.R.
1986 proposes to repeal—has never functioned to do so, as previous
testimony indicates, its proper function and use could help to bring
payments made by the Post Office Department to the railroads for
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the transportation of mail into proper balance, thus ending the in-
voluntary and indirect subsidization already shown to exist.
The independent carriers composing National Trailways Bus Sys-

tem must protect their present express revenues, and in order to help
insure that conditions in the future will be such that this revenue,
may be retained and expanded, respectfully offer the foregoing testi-
mony in opposition to the passage of H.R. 1986.
Mr. OLSEN. Do you have any questions, Mr. Gross?
Mr. GROSS. Yes, one or two.
Mr. Goff, how is your express business handled? That is, do you

have your own express setup? You don't get your business from
Railway Express, do you?
Mr. GOFF. No, sir; we do not derive any business from Railway

Express. We have our own express setup. We are highly competi-
tive with Railway Express.
Mr. GROSS. You may or may not derive business from Railway Ex-

press; is that correct? Do they channel any business through you?
Mr. GOFF. Railway Express does not channel any business through

us, with the exception that we are a carrier who has recently begun
a new type of service, called a bus-back service, in which we have, in
two instances, been a line haul carrier for the Railway Express
Agency, for express in areas where the passenger trains have come
off and we are the only mewls of transportation that exists in those
particular areas.
This is very small—in fact, there are two routes on which this is

true. Other than that, we receive no business from the Railway Ex-
press. We are competitive with the Railway Express for traffic.
Mr. GROSS. In other words, in a small town in Iowa, through

which you operate a bus, you would have a merchant or some-
one operating the bus station, wherever the stop was, and they would
receive we will say a part for an automobile or a motor, something
of that kind, they would be the receiving, station for it; is that it?
Mr. GOFF. Our business is carried on in the main in this fashion:

We have terminals of course in the major cities. However, obviously
in the small towns, there is not enough business to support a terminal.
We have what is known I think in parlance of the Railway Express
Agency, a merchant agent, which we call a commission agent. This 

iperson s a—perhaps he owns a drugstore, perhaps he owns a grocery
store or filling station—he is a small businessman. He does our busi-
ness, both as far as the selling of passenger tickets is concerned, on a
commission basis.
Mr. GROSS. Your stations are also operated out of small hotels and

restaurants in our part of the country. Then they would be the agents
to handle whatever express business you have?
Mr. Go'. That is correct.
Mr. GROSS. How do you establish your rates?
Mr. Go. Rates are established on a first-class basis. We do not

have what are generally termed commodity rates. We charge the
same rates on every commodity. The only difference is that it is
broken down in mile increments. But as far as there being com-
modity rates, to us, every commodity is the same. We charge the same
rate on every commodity, with the exception that there are a few
items which are so bulky that they are rated on what we call a density
factor.
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However, I think as a general proposition, it is a true and correct
statement to say the rates in the bus industry are the same for every
commodity we handle.
Mr. GROSS. On the basis of weight, girth, and so forth?
Mr. GOFF. That is correct, sir. Obviously, since we handle this

traffic in our passenger-carrying vehicles, we have a limitation on the
space which is available, and we have certain size limits which limit
us to smaller sized packages and shipments.
Mr. GROSS. Thank you.
Mr. OLSEN. If there isn't any room, does the package have to wait

for another bus?
Mr. GOFF. Normally, we will find that i f there is no room, it is

because the bus is full with passengers and their baggage and gen-
erally we find that in such a situation, we are required to run what
we call a double. That is, we will be required to put on a second
section to a given schedule, wherein we will haul whatever overflow
of passengers or baggage and express there is, which of course doubles
the room we have for express. We normally find we are able to clean
up most of our express on any given schedule, because usually if there
is an overflow, it is because there are too many passengers and we put
the extra passengers on a second section and we also put the extra
express on a second section.
Mr. GROSS. Do you carry first-class mail on buses?
Mr. GOFF. We do carry first class mail. The bus lines have what

are known as area contracts, and we carry pouch mail. We do have
some star route contracts and we do carry some volume of first class
mail.
Mr. GROSS. Do you carry parcel post?
Mr. GOFF. On our star route contracts, we do.
Mr. GRoss. On your star route contracts?
Mr. GOFF. Yes.
Mr. GROSS. Thank you.
Mr. JOHNSON (staff director) . Mr. Goff, in pursuance of Mr. Gross'

question, is there any law or any regulation or requirement for the
Post Office Department which would have the effect that section 5'57
has on REA, that is, which prevents you charging more under your
star route contracts or otherwise for that service than you charge
for carrying express packages for the public?
Mr. GOFF. There is not. However, I think it is fair to state that

our present mail contracts are derived at a rate which is cheaper than
our express rate.
Mr. JOHNSON. That was on a voluntary basis. There is no re-

quirement?
Mr. GOFF. That was on a voluntary basis and there is no require-

ment such as 557 which would apply to a bus company.
Mr. JOHNSON. Would you be able to express an opinion as to

whether your system or the bus systems generally would object to
having such a requirement written into the law to apply to the bus
companies?
Mr. GOFF. Of course I cannot speak for the bus industry in gen-

eral. However, so far as I know, we would not.
Mr. JOHNSON. Thank you.
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Mr. OLSEN. How do.you manage to serve localities that are not your
lines?
Mr. GOFF. Of course the bus carriers are regular route carriers. We

obtain certificates of public convenience and necessity from the ICC,
which are practically in all instances regular routes. We serve all
cities, towns

' 
and communities, which are on our regular routes. Now

I would not say to you that every small city, town, or village in the
United States has bus service, because this not true.
Mr. OLSEN. How would you forward something to a town and

community that was not on one of your routes?
Mr. GOFF. If it is not served by some bus company, we would not

be able to accept the shipment. Now all of the bus companies, I
might say, that we have, of course, tariffs on file with the ICC, which
provide for an interchange between bus companies. That is, we will
interline freight as will any other common carrier. Practically all
of the bus companies are members of these tariffs and will interchange
freight with each other and for so long as there is a bus company
serving the particular town in question, we will accept, at the point
of origin, a shipment for that town and will interline it with what-
ever bus company serves that point. If, of course, no bus company
serves it, we cannot accept it since we do not interline with other
media.
Mr. OLSEN. Do you ever attempt to forward through parcel post

or express service?
Mr. GOFF. Not to my knowledge.
Mr. OLSEN. That is all I have.
Mr. GROSS. You are a private enterprise operation, aren't you?
Mr. GOFF. Very definitely, sir.
Mr. JOHNSON (staff director) . Is there any law, Mr. Goff, lvhich

requires a bus company to accept and transport mail matter for the
Post Office Department?
Mr. GOFF. There is not.
Mr, JOHNSON. I would assume there would be no law that requires

any priority be given, so in entering into your contracts or agree-
ments for carrying the mail, you are truly dealing across the table
with the Post Office Department?
Mr. GOFF. We are dealing across the table with them. I think Mr.

Hastings can testify with a little more clarity on this subject. But as
I undrestand it, the area contracts which presently have been made
with the Post Office Department, require that 25 percent of the avail-
able space in the bus bins be given to the transportation of mail.
However: there is no law which would require this be done and when
this particular thing was negotiated, it was strictly an arm's-length
transaction across the table.
Mr. JOHNSON. It is not a comparable situation to that which exists

under the Railway Mail Service Pay Act of 1916?
Mr. GOFF. There is not.
Mr. GROSS. But it is just about as effective, isn't it, in that if you

don't provide the service, according to the terms of your contract, you
are not going to be beneficiary of that revenue?
Mr. GOFF. I think as a practical matter, if we don't do these things,

we are not going to get the contract and not haul the mail and
therefore we will not have the revenue. So we wind up at the same
place.



188 INFORMATION TO THE POSTMASTER GENERAL BY ICC

Mr. JOHNSON. There is no law though; you, don't have to do it?
Mr. GOFF. That is correct; there is no law.
Mr. OLSEN. Is there any penalty in your contract for failure to

provide this space?
Mr. GOFF. I will have to defer to Mr. Hastings on that question.

I do not know offhand.
Mr. OLSEN. Is that all you have?
Mr. GOFF. Yes, sir.
Mr. OLSEN. Thank you very much.
Mr. Hastings, would you take the stand.

STATEMENT OF WILLIAM E. HASTINGS, DIRECTOR OF RATES AND

TRAFFIC, THE GREYHOUND CORP., CHICAGO, ILL.

Mr. HASTINGS. Mr. Olsen and gentlemen, I have a prepared state-
ment which I would like to read and I would, if I may have a few

moments, like to elaborate just a little on that statement.
Mr. OLSEN. Proceed.
Mr. HASTINGS. My name is William E. Hastings. I am director

of rates and traffic of the Greyhound Corp., which has its headquar-
ters in Chicago, Ill.
I have been authorized by Mr. F. W. Ackerman, president of the

Greyhound Corp., to appear at this bearing on behalf of the Grey-
hound Corp.
The Greyhound Corp. is engaged in the intercity transportation of

passengers and package express by buses. It operates over 100,000
miles of routes throughout the United States. The Greyhound Corp.
has more than 24,000 employees and over 82,000 stockholders.
The Greyhound Corp. opposes H.R. 1986 which would repeal sec-

tion 5 of the Railway Mail Pay Act (sec. 557, title 39, United States
Code), which now provides:
The Postmaster General shall from time to time, request information from

the Interstate Commerce Commission as to the revenue received by railroad

companies from express companies for services rendered in the transportation

of express matter, and may, in his discretion, arrange for the transportation of

mail matter other than of the first class at rates not exceeding those so ascer-

tained and reported to him, and it shall be the duty of the railroad companies

to carry such mail matter at such rates fixed by the Postmaster General.

The purpose of section 5 of the Railway Mail Pay Act is to enable
the Post Office Department to protect itself from making payments
for mail transportation by the railroads which exceed express rates
charged by the railroad. Section 5 of the Railway Mail Pay Act
assumes that the cost of the transportation of express and the cost
of transportation of non-first-class mail are about the same. The
Greyhound Corp., from its experience in the operation of its package
express business, is of the opinion that the cost of transportation of
express shipments and the cost of transportation of non-first-class
mail shipments are the same.
The net effect of the passage of H.R. 1986 will be to use payments

for U.S. mail shipments to subsidize Railway Express Agency and
other express companies using the railroads. The railroads will be
in a position to carry express at an uneconomical low rate and pass
this cost to the Post Office Department in the form of high rates for
U.S. mail. The Post Office Department should not be placed in a

A
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position in which it is forced to subsidize Railway Express Agencyand other private express carriers.
Greyhound is in competition with Railway Express Agency forexpress shipments throughout the country. In 1960, total revenuesrealized by the Greyhound Corp. from express shipments totaledabout $21,400,000. The net income of the Greyhound Corp. aftertaxes was also about $21,400,000.
The importance of express revenue to Greyhound is thereforereadily apparent. Loss of short-haul passenger traffic by Greyhoundto the private automobile in recent years has magnified this im-portance.
Greyhound and other bus carriers furnish regularly scheduledpassenger transportation to hundreds of points throughout the UnitedStates which are not served by any other means of public transpor-tation. In recent years, the number of points served only by Grey-hound and other bus carriers has increased as the railroads havereduced their passenger service. A substantial part of the revenuesrealized by Greyhound in serving these points is from package ex-press shipments carried on its buses. A great many of the passengerschedules now operated by Greyhound would be unprofitable andcould not be operated except for revenues realized from carryingexpress shipments. Loss of package express revenues by Greyhoundwould therefore mean that a great many points would be left withoutany public transportation whatsoever, either for passengers or forexpress shipments.
Greyhound believes that passage of H.R. 1986 will open the doorto involuntary subsidization by the Post Office Department of Rail-way Express, and that this will have a drastic effect upon its packageexpress business and passenger service. Such subsidization will giveRailway Express an unfair competitive advantage with far-reachingconsequences. Railway Express Agency will, in effect, be able tocut its rates below actual cost. It will also be in a position to extendits service to communities which it does not now serve, even thoughsuch extensions might otherwise be uneconomical. Indeed, RailwayExpress Agency is already engaged in such an expansion programunrelated to rail movements which will put it in direct competitionwith the motor freight carriers and buslines.In a pending application before the Interstate Commerce Commis-sion, for example, Railway Express Agency seeks to operate AS acommon carrier, by motor vehicle, over regular routes, transportinggeneral commodities, moving in express service, between Chicago,111., and Green Bay, Wis., MC-66562 (Sub No. 1748).If Railway Express Agency is subsidized in its rail shipments, itwill be in a position to operate as a motor carrier between points likeGreen Bay and Chicago at less than cost and charge rates lower thanthe competing motor carriers.
The possible subsidization which will result from the passage ofH.R. 1986 will be in direct conflict with the broad aims of the na-tional transportation policy, which are as follows:
"It is hereby declared to be the national transportation policy of the Con-gress to provide for fair and impartial regulation of all modes of transporta-tion subject to the provisions of this Act, so administered as to recognize andpreserve the inherent advantages of each; to promote safe, adequate, econoni-66938-61-13
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cal, and efficient service and foster sou
nd economic conditions in transportation

and among the several carriers; to
 encourage the establishment and maint-

nance of reasonable charges for tran
sportation services without unjust dis-

crimination, undue preferences or advantages or unfair or destructive

competitive practices; to cooperate with 
the several States and the duly author-

ized officials thereof; and to encourage fai
r wages and equitable working

conditions :—all to the end of developing, 
coordinating, and preserving a national

transportation system by water, highway,
 and rail, as well as the other means,

adequate to meet the needs of the co
mmerce of the United States, of the

postal service, and of the national def
ense. All of the provisions of this Act

shall be administered and enforced with
 a view to carrying out the above

declaration of policy" (act Sept. 18, 194
0; ch. 722, title I, sec. 1; 54 Stat. 899).

Greyhound respectfully submits that passage o
f H.R. 1986 will

have long-range effects which will be detrimental
 to the public inter-

est. Greyhound, therefore, respectfully opposes pas
sage of H. R.

1986.
Mr. OLSEN. Mr. Gross, do you have any questions?

Mr. GROSS. I don't believe so.
Mr. OLSEN. I have one question, Mr. Hastings,

 concerning trans-

portation of goods by Railway Express from Chic
ago to Green Bay.

What is the basis for your presuming or sayi
ng that Railway

Express could transport at less than cost?

Mr. HASTINGS. Mr. Chairman, in that particular
 case I would like

to point out, from time to time Railway Expre
ss has filed applica-

tions with the ICC, for substitute truck servic
e, but in connection

with all of those applications with which I am 
familiar, they have

stipulated that they will transport express shipm
ents having a prior

or a subsequent move by rail.
In the case of the Chicago-Green Bay application

, Railway Express

has asked for unlimited or unrestricted motor car
rier, common carrier

rights, between Chicago and Green Bay.
In other words, they are now getting away from t

he railway express

aspect and going into the straight intercity 
regular route truck

carriers.
Mr. OLSEN. I see that. They are getting awa

y from being an

agency and they are going to be just primarily
 a small package

carrier?
Mr. HASTINGS. In direct competition with Gr

eyhound, who has

performed service in that area for years.

Mr. OLSEN. And anyone else?
Mr. HASTINGS. Yes.
Mr. OLSEN. But I want to know why you pre

sume they would do

it at cheaper than cost.
Mr. HASTINGS. Our opinion is this, and it is born

e out first of all

by the Wearing Apparel case which was mentioned
 earlier this morn-

ing, and by a statement made by Mr. Johnson thi
s morning, that he

did not apologize or would not apologize for rate 
cutting.

We feel that if Railway Express continues to mo
ve its express ship-

ments by rail at less than cost to the railroads, they
 are put in a very

favorable position competitivewise, and they would
 well be put in a

position where, in order to freeze their competitors
 out of the field,

they might well, in a competitive area such as Chicago-
Green Bay, cut

rates to a point where we could not meet them, and 
still be able to

exist because of their low cost of handling their expre
ss shipments in

connection with the railroads.
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Mr. OLSEN. I am not arguing with you, please understand that. I
have not any fixed opinion at all on this subject.
As a matter of fact, I am still in confusion. But assuming that

they do want to have different rates for different commodities and
different sizes of packages, determined, of course, by some peculiar
cost method that they determine, and they can then wind up with a
profit at the end of each year, would you quarrel with the Railway
Express Agency then?
I mean would you quarrel with their right to do business their own

way?
Mr. HASTINGS. No not so long as the Post Office Department and

ultimately the taxpayers, are not put in a position of paying excessive
rates to the railroads so the railroads may in turn offer low rates to
Railway Express, in its major operation.
Mr. OLSEN. I see. Then we understand each other.
Assuming that the railroad does not subsidize the Railway Express

Agency and assuming, of course, that the Post Office does not subsi-
dize the railroads, if the Railway Express Agency is just plainly in
direct competition with you and other carriers, you do not quarrel
with that system?
Mr. HASTINGS. No. Except, Mr. Olsen, I would say that if Rail-

way Express attempted or any other carrier, attempted to invade a
field which we felt was adequately served by Greyhound, we would,
of course, exercise our right to oppose such an application.
Mr. OLSEN. You would quarrel with whether or not there was pub-

lic convenience and necessity, sufficient to justify their entering that
field?
Mr. HASTINGS. That is correct. Under the ICC regulations it is

contingent upon the applicant to prove, and we would hope to prove,
that such a condition did not exist.
Mr. OLSEN. But you do not charge then, in applying for this, to

be immoral or wrong fundamentally, do you?
Mr. HASTINGS. We contend that anyone has a right to apply any-

where, sir.
Mr. OLSEN. The thing you do not like is that there be any chance

that the Railway Express Agency be subsidized by the railroads, or
the Post Office or the public or anyone else?
Mr. HASTINGS. That is correct. We have no quarrel with legitimate

competition. We do quarrel with being faced with competition which
is provided by Railway Expres's or any other agency, which is subsi-
dized directly or indirectly.
Mr. OLSEN. Whatever happens in this committee, you want to be

sure there are safeguards against the Railway Express Agency being
subsidized by the Government, directly or indirectly?
Mr. HASTINGS. That is correct. And we feel if this bill before this

committee is repealed, such a condition will result.
Mr. OLSEN. This bill, or this law, section 557, has not, of course,

prohibited the Railway Express Agency from being subsidized by the
railroads to date?
Mr. HASTINGS. But we hope it will be enforced to a point where it

will block the subsidy of the Railway Express.
Mr. OLSEN. Maybe you want to voice the view that section 557

should be amended so that it would further guarantee the Railway Ex-
press Agency would not be subsidized?
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Mr. HASTINGS. We would very much favor such a move.
Mr. OLSEN. Would you submit your own organization to similar

restrictions?
Mr. HASTINGS. To provide that we would not charge the Govern-

ment more for the transportation of mail than we do for package

express?
Mr. OLSEN. Yes.
Mr. HASTINGS. We would be very happy to handle all the mail we

can get on our buses, at our package express rates. In that connec-

tion, I might point out that we now have mail contracts, Greyhound
has area mail contracts covering the whole United States for the trans-

portation of first-class mail. And our rate per pouch, for the trans-

portation of U.S. mail, is 75 cents per pouch.
Our minimum charge for a 2-pound package express shipment is

$1. So if the U.S. Government will pay us our package express rate
for the transportation of mail, we would be very happy. And that
would run even to parcel post, which we are not handling except on
star route contracts.
Mr. GROSS. Somewhere, Mr. Chairman, if I may—somewhere I

gained the impression, in either the hearings last year or this year,
that the rate paid by the Government is $1.30 or $1.40. Would that

be right?
Mr. HASTINGS. For the transportation of mail by bus?
Mr. GROSS. Not by bus, by rail?
Mr. HASTINGS. Pardon?
Mr. GROSS. By rail.
Mr. HASTINGS. I am not sure what the rail rate is. I do 'mow our

contract.
Mr. GROSS. I might be wrong in that figure. I am hazy about it.
Tell me this: Is there presently passenger service between Chicago

and Green Bay?
Mr. HASTINGS. Yes, sir.
Mr. GROSS. So the entry of REA into the over-the-road hauling is

supplementing rail service, is that correct?
Mr. HASTINGS. That is right. There is rail service, there is bus

service and Railway Express has entered the picture now as a truck
carrier.
Mr. GROSS. It is paralleling the rail service?
Mr. HASTINGS. That is correct.
I have one more point 
Mr. OLSEN. Let me hear your rates again, would you, comparing

the mail pouch and your package rates?
Mr. HASTINGS. Our charge, under our contract—this is Greyhound,

I am not speaking for the other bus carriers, but Greyhound's pouch
rate for first-class mail is 75 cents.
That applies regardless of weight or distance the pouch is handled.

And our minimum rate--
Mr. GROSS. Regardless of weight or distance?
Mr. HASTINGS. That is correct.
Our minimum rate, in our package express, is $1, except on the west

coast, it is 85 cents. And that minimum applies to 2-pound ship-
ments, and I believe the maximum distance is a hundred miles. I am
not positive of the distance.
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Mr. OLSEN. On the west 'coast that is•85 cents?
Mr. HASTINGS. Yes, sir.
Mr. OLSEN. You are a private enterprise operation, you do have tocontend with strikes and so on and so forth, don't you?
Mr. HASTINGS. We are subject to all of the problems and dangers

that Mr. Johnson so ably pointed out with regard to Railway Express.
We are not under 54 regulatory bodies, but we are under 49 and we 

iare subject to regulation n 48 States, and, of course, the ICC. So wehave the same problems, we have unions, we have had strikes, we haveall of the problems that Railway Express has.
Mr. GROSS. Are you the largest bus operator in the country,

Greyhound?
Mr. HASTINGS. Greyhound is the largest in the United States; yes,

sir. I have just one more point, if I may have a moment, which I
would like to bring out.
Quite a point was made of the fact, in Mr. Johnson's opinion all

opponents of the passage of this bill are out to put Railway Express
out of business.
We are not out to put Railway Express out of business. We do not

hope to, and that is not our desire. But we are out to protect our-
selves, and to try to keep ourselves alive.
Railway Express is definitely a competitor of Greyhound. And if

there was any question in our mind as to how serious a competitor they
thought we might be, or what their attitude toward Greyhound's
continued expansion of package express service might be, it was some-
what dissipated at a hearing before the Michigan commission in a
case in Marysville, Mich., iwhere an investigation of Greyhound's
handling of package express was held.
Railway Express intervened in the case, and in a brief filed with

the Michigan commission, they urged the commission to set forth or
to pass regulations or statutes, which would curtail the handling of
package express by bus.
Such restrictions were proposed as the buslines could not handle

any shipment except one which could be classified as an emergency
shipment.
I believe they went so far as to suggest the package has to be

wrapped a certain way, that we could handle only so many pounds
express on any one bus, that there had to be a definite relationship
between the number of passengers handled on the bus and the number
of package express shipments handled on that particular bus.
If the commission, seriously, took serious consideration of the recom-

mendations made by Railway Express, every bus carrier in the United
States would be out of the package express business and all of the
buslines in the United States would be out of business, period.
Mr. GROSS. What reason did they give for imposing any such con-

ditions as that?
Mr. HASTINGS. The details I don't recall. It was in an effort to

block us from handling volume shipments of one of the automobile
factories in the Marysville area. And they requested the commis-
sion definitely describe what could be handled under Michigan law,
in package express service and the limitations, if they were considered
by the commission, would put us out of business.
Mr. GROSS. I take it the petition was not granted?
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Mr. HASTINGS. It is still under consideration.
Mr. OLSEN. Is that all, Mr. Hastings?
Mr. HASTINGS. I believe that is all I have, sir.
Mr. OLSEN. Thank you, Mr. Hastings.
Mr. HENDERSON. Mr. Chairman, might I make a request?

Mr. OLSEN. What is it?
Mr. HENDERSON. My name is Henderson, W. B. Henderson of Par-

cel Post.
I invite the committee's attention to the fact that Mr. Johnson

has been the beneficiary of two appearances totaling more than 3 hours

of the committee's time. This is very considerably more than has

been granted any other witness.
In his testimony today, Mr. Johnson made numerous accusations

against the association I represent, accusations quite without founda-

tion in fact.
Further, Mr. Johnson made statements for the record which are

patently erroneous as to fact.
While I do not request additional time for verbal statement in

which to invite the committee's attention to misstatements made by

Mr. Johnson, I do feel and hope the committee will agree that, both

in equity and in the interests of maintaining a clear and factual record,

opportunity should be permitted me to include a supplemental state-

ment in the record of this hearing.
I hope the committee will authorize holding the record open for

10 days to permit my preparation of such supplemental statement for

inclusion.
Mr. OLSEN. How long will your statement be, in length?
Mr. HENDERSON. I should imagine 10 pages would cover it amply.

Mr. JOHNSON'. Mr. Chairman, could I say something to that?
Mr. OLSEN. Yes.
Mr. JOHNSON. The express company has a deadline of July 1. The

board of directors asked me just recently at a meeting what would

happened if the Congress doesn't repeal section 557 by July 1, and I

don't know.
Mr. OLSEN. Would 10 days be too great a time here?
Mr. JOHNSON. In my opinion, sir, it is for this reason: It is not

for me to say how long it would take Air. Henderson to prepare a

statement, but I do think that normal procedure—I realize this is not
a court, but normally the other side gets a chance to answer the pro-
ponents and the proponents get a chance for rebuttal, and that ends it.
But we have no bill in the Senate and there is a long way to go, and
we are just fast approaching another crisis in the express business,
and it seems to me that any one day—now we have had three hearings
here, and it seems to me that that is cutting it awful close.
Mr. GROSS. Mr. Johnson, as a practical matter, I don't see how the

full committee could possibly take up this bill—I am not trying to

speak now for the subcommittee chairman or the chairman of the
committee, but I don't see how they could possibly, as a practical
matter
' 

take up this bill within 10 days.
Mr. OLSEN. I am advised, Mr. Johnson, that the full committee

just couldn't take it up within 10 days. The subcommittee may, but
I doubt that very much. I only say to Mr. Henderson that he may
not get his statement before the subcommittee, because we may have
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met in the 10-day period but there is no objection, and in the absence
of objection you may file your statement within 10 days for inclusion
in the record.
Mr. HENDERSON. Thank you, Mr. Chairman.
(Mr. Henderson's supplemental statement follows:)

SUPPLEMENTAL STATEMENT OF WILLIAM B. HENDERSON, EXECUTIVE VICE PRESI-
DENT, PARCEL POST ASSOCIATION, INC., WASHINGTON, D.C.

That REA Express operations have been and are being substantially sub-
sidized by the U.S. Government through excessive mail payments to the railroad
owners of REA Express is the consensus in this record on H.R. 1986.
This $100 million-a-year subsidy provides the base from which REA Express

has operated and is operating to emasculate parcel post as a service to the people
of the United States. This Government subsidy provides large advantages and
foundation from which REA Express moves aggressively against its nonsubsi-
dized free-enterprise competition, express-carrying buslines, freight forwarders,
truckers, specialized package carriers, and others.
Crux of this controversy is the Government subsidy of REA Express. Is

there such a subsidy? What is the approximate annual amount of the REA
subsidy? Why and how does the U.S. Government pay the REA subsidy? How
does REA Express use the subsidy?

I. Is there subsidy of REA Express? W. B. Johnson, president of REA Ex-
press, told the committee on April 14, "Not 1 penny of subsidy has been paid
REA by the Post Office." True. The Post Office Department has made no sub-
sidy payments direct to REA Express.
A direct subsidy requires a specific appropriation that is beyond the authority

of the Postmaster General. The Department has been required to subsidize
and is subsidizing REA Express through the device of excessive mail payments
to REA's railroad owners. This is contrary to the law in section 557, U.S.C. 39:
Mr. Johnson freely admitted in testimony that REA Express has been and is

heavily subsidized by its railroad owners. Reference is the stenographic tran-
script pages 55, 72, 77, 78, 79, 288, 292, 312, 314, 315, 317, 325. The record contains
such REA Express statements as, "The railroads will not again give us the
blanket underwriting of losses such as we have had in the past"; "They (the
railroads) have been underwriting the Express Co. for so many years"; "Our
(REA's) books have only part of the cost of doing business and we had no
charge on our books for line-haul transportation" [italics added] ; "The rail-
roads were always paying the bill whatever it might be * * *" ; "They (the rail-
roads) can't afford to have us (REA Express) cost them or be the means of
costing them another hundred million dollars of enforced subsidy"; "They
(REA competitors) don't like the fact that the railroads have subsidized us
(REA) in the past. That is true, but there is nobody else to subsidize it."

After his frank admissions that REA Express operations have been and are
being subsidized, Mr. Johnson asserts confusing contradictions such as (p. 70),
"Nobody pays us a dollar for free. That would be subsidy but we don't get it";
"Nobody gives us the use of any facilities for free or at less than cost. We pro-
vide our own"; and (p. 91), "We are not getting anything free"; and (p. 288),
"The railroads have said we won't give you transportation free of charge any
more * * *." Mr. Johnson inferentially accuses REA's railroad owners of vio-
lating the law when he states (p. 76), "It is unlawful to create destructive
competition by pricing transportation services at less than out-of-pocket costs."
For over 30 'years the railroads have been giving REA Express transport

services at far less than the railroads' out-of-pocket costs.
Clearly, it is agreed, on the record, by both proponents and opponents of H.R.

1986, that REA Express operation has been and is being substantially subsidized.
The record also notes at numerous points that REA Express will not pay the

railroads even their out-of-pocket costs for furnishing REA with rail transport
service until at least 1963. Other railroad customers (including the Post Office
Department and REA's competitors) must pay the railroads for like service on
a rate basis of full costs plus a profit.

II. What is the approximate annual amount of the REA Express subsidy?
Authoritative sources indicate the annual subsidy of REA Express from the
U.S. Government and paid to REA. Express via its railroad owners approxi-
mates $100 million a year.
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Mr. Johnson, president of REA Express, in testimony, derides this conclusion
in statements reported in the stenographic transcript as (p. 288), "Suppose you
take this crazy figure of a hundred million dollars, which has been dreamed
up, because it was dreamed up * * *" ; and (p. 291), "The hundred million'
dollars is a phony figure, no truth in it * * *" ; and (p. 295), "A hundred million
dollars is nothing except a dreamboat that somebody figured up."

Objective viewpoints, on the record, are in categorical disagreement with Mr.
Johnson's appraisal of the $100 million-a-year Government subsidy of REA
Express.
Early in 1957, the subject of the Government's subsidy of REA Express under

section 557, U.S.C., 39, was discussed in the Senate Post Office Committee. The
following comment, as reported in the record, took place at that time between
H. W. Brawley (then director of the Senate committee staff and now Deputy
Postmaster General) and Maurice H. Stans (then Deputy Postmaster General
and later Director of the Bureau of the Budget) :
"Mr. BRAWLEY. Do you believe after working at this thing for 4 years that

there is any substance of facts in this statement that they (the railroads)
probably are overcharging the Post Office Department if you compare it to the
charges they make to the railway express agencies?
"Mr. SPANS. I would like to answer in this way, that they are obviously

getting more from us for carrying the mails.
"Mr. BRAWLEY. If the Interstate Commerce Commission would grant petition

how much do you think it would save the Post Office Department currently?
"Mr. STANS. It would be considerable. I would have to make some compu-

tations, but it would be a very considerable amount of money.
"Mr. BRAWLEY. Apparently close to the hundred million?
"Mr. STANS. I would not be surprised."
Paul H. Douglas, senior Senator from Illinois, confirms the figure of $100

million. The statement of Senator Douglas to the U.S. Senate, on May 13, 1957,
as recorded in the Congressional Record, No. 79, volume 103, was that the over-
payment by the Post Office Department to the railroads for the transport of

non-first-class mail amounted to about $100 million a year.
A tabular comparison of rates paid the railroads for the transport of non-

first-class mail by the Post Office Department and rates paid by REA Express
for identical storage-car line-haul service was entered in testimony by Witness

Hoffman in this hearing. The comparison is based on testimony of REA Ex-
press witnesses to ICC and on official ICC data. This comparison indicates

the Post Office Department is paying the railroads at least twice as much as
REA Express for identical service, i.e., storage-car line-haul service.
The Post Office Department, in this present hearing, testified the Department

is paying the railroads more than the railroads receive from REA Express for
similar service. In the absence of information from ICC needed to make an

exact calculation as to how much more the Department was paying, the Depart-
ment declined to testify as to the specific amount or percentage of overcharge.

Significantly, in commenting on the tabulation introduced by a previous wit-
ness (Hoffman) which demonstrated that the Department was paying twice
as much as REA Express for identical rail service, Witness Walsh for the De-
partment did not dispute the figures on Department payments used in that

tabulation. From Department records for which he has responsibility, Mr.

Walsh would know what the Department is paying for rail transport of non-

first-class mail. Had Mr. Walsh been willing to accept what REA Express
witnesses had testified under oath (in docket I & S 7304) as its per car foot-mile
payments to the railroads, he could easily have made the verifying comparison.
Thus there is agreement, from competent and authoritative sources and on

the record, that the Department is overpaying the railroads for the transport
of non-first-class mail. There is agreement that the overpayment has been and

is approximately $100 million a year.
Mr. Johnson confused the record on this point by erroneous use of figures.

He says (p. 295) that REA Express paid its railroad owners $123 million in

1959. He does not affirm, however, that this $123 million is the amount REA

Express paid the railroads for storage-car line-haul service in that period.
Mr. Johnson then proceeded to compare that unspecific REA Express figure

with the quite specific and published $149 million figure of payment by the Post

Office Department to the railroads for storage-car line-haul service in 1959. He
said (p. 295), "They [the Post Office Department] paid $149 million for line-haul
service. We [REA] paid $123 million. There is only a difference of $26 mil-
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lion." But Mr. Johnson neglected telling you that, in making the comparison,
he was not including $43 million the Department paid the railroads for hauling
non-first-class mail other than parcel post in storage cars. Thus, the true total
payment by the Post Office Department to the railroads, for all non-first-class
mail line-haul service in storage cars, was $192 million—not the $149 million
figure Mr. Johnson gave you. This $43 million inadvertence by Mr. Johnson
could clearly be misleading to the committee.

III. Why and how does the Government pay the REA Express subsidy? The
Government pays the $100-million-a-year subsidy to REA Express with the rail-
Toads acting as the "middleman." This is a result of ICC refusal to cooperate
with the Post Office Department in the enforcement of section 557. As Mr.
Johnson has testified, the railroads have not permitted and will not permit that
law (sec. 557) to be enforced. ICC's refusal to participate in the enforcement
of this law tied the Government's hands. Thus the Government has been forced
to make the $100-million-a-year overpayment to the railroads for the transport
of non-first-class mail.
As the record indicates, railroad losses in supplying REA Express with service

throughout the 30 years of REA's existence have been huge. The losses ranged
in excess of $100 million a year for many years. Clearly, through the years and
now, Government overpayments to the railroads for the hauling of non-first-
class mail compensated the railroads for losses the railroads suffered from REA
Express operation. Practically, therefore, the Government has been and is sub-
sidizing REA Express operations.

Principal contributor to the Government subsidy of the railroads for REA
Express has been parcel post. Parcel post has contributed over $950 million in
subsidy money to the railroads for REA Express in the past 10 years. Parcel
post contribution to the subsidy has been through increased parcel post rates.
The Post Office Department now seeks a further $90-million-a-year parcel post

rate increase. This is substantially the result of parcel post contributions to
the railroad-REA Express subsidy. A similar $90-million-a-year rate increase
was loaded on parcel post users in 1960.
Parcel post volume (by weight) has steadily declined. Parcel post volume is

now only 65 percent of what it was 10 years ago. Parcel post contributions to
the railroad-REA Express subsidy forced suceessIve large parcel post rate in-
creases. These combined with REA Express attacks on parcel post through
REA's Public Law 199 (parcel post size and weight) cause parcel post's decline.
IV. How is the railroad-REA Express $100-million-a-year Government subsidy

used? First, the subsidy is used to cripple parcel post as just noted. REA
Express advertises it will transport and deliver parcel-post-size packages at
one-half the cost of parcel post. Yet, in apparent contradiction, Mr. Johnson
testified that low parcel post rates are serious competition for REA Express.
As noted by Witness Freund (pp. 224-225) in this record, Railway Express

pays its railroad owners 69 cents for a specified package transport while parcel
post pays the railroads over three times as naucb-222 cents—for similar service.
The Government subsidy to the railroads for REA Express also allows REA

Express to compete unfairly with its unsubsidized free-enterprise competitors
in the transport of small shipments. That the Government subsidy is used as
a weapon to inflict damage on nonsubsidized competitors has been testified in
this hearing by express-carrying buslines, by the trucking industry, and by a
representative of the freight forwarding industry.
These unsubsidized free-enterprise competitors have told you they do not

fear open-market competition provided all compete on essentially equal terms.
That is basic and elemental in America's dernocracy.
Secure in its Government subsidy, REA Express is vastly expanding opera-

tions, far beyond the area in which it served shippers for many years as a
premium service package carrier. REA Express is rapidly becoming less and
less of an "express agency." More and more it grows and shapes its course
as a motor carrier, as a freight forwarder, as an aggregator and consolidator.
As a freight forwarder, REA Express is beneficiary of below-cost rail

transport while other freight forwarders must pay the railroads full costs
plus a profit.
REA Express is rapidly expanding its motortruck operations into a vast

national network. REA Express has over 1,700 applications now before ICC
for approval for further expansion of trucking operations. As Witness Freund
of the American Trucking Associations testified, the future of 15,000 small-
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shipments truckers. is gravely threatened by the expansion of REA's Govern-

ment-subsidized operations.
The express-carrying bus industry, with its over 50,000 employees and the

more than 30,000 small businessmen (grocers, druggists, butchers, barbers,

florists, electricians, plumbers, filling station, restaurant, and hotel proprietors,

etc.) in small cities, towns, and villages throughout the country, who earn a
portion of their livelihood as commission agents for the buslines, are potential
victims of expanding REA Express subsidized competition.
Mr. Johnson repeatedly emphasized to you that REA Express is a "free

enterprise" operation facing and fearful of the Government competition of

parcel post. On the facts, Mr. Johnson's assertion is without merit. REA

advertises package service at half the price of parcel post. REA forces parcel
post rates to be constantly increased. REA's Public Law 199 has made the

use of parcel post inconvenient and expensive. Parcel post volume shrinks
further and further, year after year.
With its large Government subsidy via its railroad owners, REA can hardly

be termed a "free enterprise business." REA Express has become obviously

accustomed to and accepts Government subsidy and protection as a right, a
right peculiarly reserved for REA. It constantly seeks to broaden its blanket

of special privilege for further advantage over its free enterprise competitors.

Recent examples:
REA Express sought Government guarantee of its loans a month or

so ago, contending REA was part of the railroad industry "family" and
so entitled to such special Government assistance. The REA proposal
was approved by a Senate committee. The REA scheme was finally voted
down in the U.S. Senate on March 30.
REA Express seeks further competitive advantage through special exemp-

tion from the long and short haul restrictions (sec. 4, pt. 1) of the Inter-
state Commerce Act. Proposal is in H.R. 4272 and S. 319. REA's free
enterprise competitors are and would continue to be bound.

Mr. Johnson reiterates the possibility of Government nationalization of
REA Express or its liquidation; if the proposal in H.R. 1986 is not adopted.
Mr. Johnson knows, or should know, in making such statements he is pounding
a "strawman" substantially of his own creation. He knows, or should know,
there is little danger of either REA liquidation or nationalization.
Well publicized in the news and trade press was word that at least two groups

of responsible capital were and presumably still are ready, willing, and able
to purchase REA Express from its railroad owners and operate it for profit
in open-market competition without Government subsidy.
REA Express is a property of special value to any transportation organiza-

tion. The worth of the more than 1,700 motor-carrier-operating authorities
REA Express has currently in process before ICC, plus the motor carrier and
other rights it already has—the value of these operating authorities alone may
possibly exceed the value of all the tangible assets of REA Express.
However, the railroads could well be unwilling to sell REA Express even at

a substantial and attractive price. Note this ICC reference, docket 33104, ex-
press contract 1959 (308 ICC 546) : "However, the agreement is generally re-
garded as the only one which could have received the necessary support,
stemming from a unanimous desire to retain railroad control of express
transportation."
Railroad ownership of REA Express could provide a vehicle for railroad

entry into the trucking industry.
Mr. Johnson levels false accusations at Parcel Post Association when he

testified (pp. 279-280) : "Parcel Post Association wants REA Express to fail";
and "Parcel Post Association would like to see REA die, then the whole thing
goes into the Post Office Department"; and "Parcel Post Association really
hopes we will go into Government ownership." Mr. Johnson then broadens his
accusation (p. 280) to include all opponents when he claims, "The people against
this bill really hope we will fail."
Mr. Johnson's statements apparently indicate a degree of consternation over

the thought of REA Express losing its special privileges.
Parcel Post Association represents small businesses substantially dependent

on parcel post for the distribution of their goods in commerce. Parcel Post
Association is convinced that the $950 million parcel post users have contributed
in just the past 10 years to maintain REA Express in operation represents an un-
conscionable burden and a needless drain on these small business free enter-
prises. For them the question of business survival has long been a critical one.
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Today, faced with a further $90 million-a-year parcel post rate increase levy,
(the second such in 2 years) the need for easing the heavy and increasing bur-
den from the shoulders of small business is urgent. That is the purpose of
Parcel Post Association's appearance and pleading before you in this hearing.
Nor do the free enterprises who have testified in this hearing (the bus opera-

tors, the freight forwarder, the motor transport operators) seek abolition of the
express service, I am sure. They properly and rightfully ask of you only that
REA Express competition be fair open-market competition, not Government-
subsidized competition.
In the agressive expansion of REA Express into their fields of operation, in

REA's attempted duplication of existing service, in REA's rate slashing, in
REA's acquisition of competing companies and the creation of new operating
subsidiaries—in these and other competitive harassments made possible through
Government subsidy of REA Express—the free enterprise competitors of REA
Express clearly see a growing combination in restraint of trade. They see
the possibility of ultimate monopolistic control of the Nation's small shipments
business.
Subsidized competition, such as REA Express, is deadly to free enterprise.

That they know, and that these free enterprises fear. For them it would be
the end.

Mr. OLSEN. A supplemental letter has been received from Mr.
Aaron Hoffman, president of Chain Deliveries Express, Inc., which
will be inserted in the record at this point.

CDX ...MERCHANDISE EXPRESS,
Red Bank, N.J., April 20, 1961.

Hon. THADDEUS DULSKI,
Chairman, Subcommittee on H.R. 1986, Post Office and Civil Service Committee,
U.S. House of Representatives, Washington, D.C.
DEAR Mn. DULSKI : You will recall that, on March 29, 1961, I completed read-

ing my prepared statement on H.R. 1986. At that time you requested that I
return at a later date to answer questions of members of the subcommittee, in-
cluding yourself.
I understand that additional witnesses wished to testify and time was not

available for me to be cross-examined. Although I understand the reasons I
sincerely regret not having had the opportunity to remove any uncertainty con-
cerning my remarks and motive for opposition to H.R. 1986.
Inasmuch as the Chair expressed a desire for additional information from

me I request this letter and accompanying exhibit to be made a part of the
record of this hearing. I have read the "Further statement of William B.
Johnson" before the subcommittee on April 14, 1961, and believe it is imperative
that the following brief statement of the basic underlying reasons for my opposi-
tion to passage of H.R. 1986 be made part of the record:
The railroads and REA have agreed that, subject to repeal of section 557,

REA will be required to pay the railroads a specified rate for transportation
of express matter, effective July 1, 1961. It has been agreed this rate shall be
based on what REA has been paying the railroads during an agreed period
prior to July 1, 1961.
The agreement further specifies that commencing July 1, 1963, the railroads

shall receive from REA not less than the railroads out-of-pocket cost for hauling
REA freight.

The terms of the contract between REA Express and the railroads is one of
mutual agreement. Therefore, if H.R. 1986 is passed, without amendment, the
present contract could be completely scrapped and replaced by a new one more
favorable to the railroads in their ever-increasing battle with the motor carriers
and freight forwarders. Witnesses for REA have never disputed this possibility.

II

REA Express is rapidly abandoning the express business and rapidly increas-
ing its freight-forwarding business. REA presently has tremendous advantages
and privileges over other freight forwarders and passage of H.R. 1986 would
give it the greatest and most unfair advantage of all because of reasons stated
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above. If REA Express desires to be a freight forwarder it should be subject
to the same rules and regulations to which all other freight forwarders are
subject (see exhibit A).

SUMMARY

It is obvious, in ray opinion, that REA Express considers freight forwarders
and motor carriers their arch competitors. Mr. Johnson does not deny that
REA Express desires to spread out into the general freight transportation busi-
ness. He also does not deny that express companies originally started business
to provide an express service. It is obvious that Mr. Johnson is leading REA
Express into the field of general freight rather than express.
I understand Mr. Johnson commented on the 400 percent growth that my

company has experienced since 1956. It should be noted in the record that the
present management of CDX assumed control in 1956. CDX was dormant
until 1956 and did no business in 1955. I previously mentioned our growth to
indicate that CDX is a "live" company and experienced steady and progressive
growth until growth was completely stopped and reversed by REA's destructive
practices commencing in June 1960.
I know that members of the committee must wonder why other freight for-
warders did not join me in protesting passage of H.R. 1986. It should be noted
in the record that CDX is one of the very few, if not the only, class A freight
forwarder that does not purchase underlying transportation from railroads.
It is my opinion that other freight forwarders, both large and small, fear to
openly oppose the railroads because they are dependent on railroad facilities
and service for their very existence and fear recriminations. CDX purchases
its underlying transportation from motor carriers and pays them a compensatory
and profitable rate, in compliance with the law.
Please accept my sincere thanks for your consideration in making this letter

and exhibit a part of the record.
Respectfully yours,

AARON HOFFMAN.
EXHIBIT A

LIST OF ADVANTAGES OF REA EXPRESS OVER OTHER COMPANIES ENGAGED IN
DOMESTIC FREIGHT FORWARDING

REA Express is not, nor will be (whether or not H.R. 1986 is passed), re-
quired to pay railroads a compensatory rate for underlying carriage.
REA Express is permitted to operate its own motor vehicles beyond terminal

and commercial zones.
REA Express is permitted to operate its own motor vehicles over the road in

intercity, intrastate, and interstate commerce.
REA Express is subject to part I of the Interstate Commerce Act and not

to part IV as are all other domestic surface freight forwarders.
In addition to REA Express getting a rate from the railroads which is not

compensatory to the railroads, REA may ship via rail in any quantities and,
even under the new contract will be required to pay the railroads only for that
small portion of traffic which it gives the railroads to a destination. Other
freight forwarders must pay the railroads the same rate that any private
shipper pays the railroads and in order to get a rate low enough to operate
must give the railroads not less than carload quantities to a destination.
REA Express is permitted to be a forwarder of freight via all modes of

transportation including rail, motor, air, and water. Freight forwarders sub-
ject to part IV of the act may ship only via the facilities of carriers subject to
parts I, II, and III of the Interstate Commerce Act. (This excludes air.) It
should also be noted that air freight forwarders, subject to CAB regulations,
may not engage in surface freight forwarding or carriage wholly by motor.
REA Express is the only freight forwarder whose freight moves in express

passenger train service. Other freight forwarder's freight may be moved only
in freight trains.
REA Express is the only freight forwarder that has had piggyback flatcars

specially provided with fast passenger-type wheels for regular scheduled trans-
port between New York and Chicago of REA trailers on flatcars in regular
scheduled passenger train runs.

7
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REA Express requires a shipper to pay an additional charge when shipments
are valued at more than $50 or 50 cents per pound. Most other freight for-
warders must be responsible up to full value for shipments which are lost or
damaged while in their possession.
REA Express enjoys a monopoly in the express business.
REA Express has been successful, so far, in preventing other freight for-

warders from making arrangements with railroads to provide express passenger
train service for freight forwarders subject to part IV of the act.

Mr. OLSEN. There being no more witnesses on this matter, the sub-
committee is adjourned.
(Whereupon, at 2:50 p.m., Friday, April 14, 1961, the subcom-

mittee was adjourned.)
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